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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF PUERTO RICO

IN RE: Case No.: 12-02997 (ESL)
INTERNATIONAL HOME PRODUCTS, INC.

and HEALTH DISTILLERS INTERNATIONAL,
INC,, Chapter 11

Debtors

OBJECTIONS TQO DEBTORS’ CONSOLIDATED
AMENDED DISCLOSURE STATEMENT

TO THE HONORABLE BANKRUPTCY COURT:

COMES NOW FirstBank-Puerto Rico (the “Bank”), as secured creditor of debtors
International Home Products, Inc. (“IHP”) and Health Distillers International, Inc. (“HDI"™)
(collectively, “Debtors”), through the undersigned counsel, and respectfully states and
prays as follows:

. Preliminary Statement.

The Bank is Debtors’ main creditor with a claim in the amount of approximately
$22M, excluding interests and other amounts payable, for certain credit facilities that were
granted to Debtors under a loan agreement. See Second Amended Proof of Claim No. 29
(“Amended Proof of Claim”). The Bank has a priority security interest in substantially all of
Debtors’ tangible and intangible property, including rents, equipment and proceeds from
the sale of inventory, merchandise and other property. See Dkts. 18 and 22. The Bank's
security also extends to various mortgages over various properties owned by IHP (the
“Properties”).

On September 28, 2012, Debtors filed their Consolidated Disclosure Statement and

Summary of Proposed Plan of Reorganization (the “Disclosure Statement”) and their
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Consolidated Plan of Reorganization. See Dkts. 283 and 284. On December 4, 2012, the
Bank filed its Objections to Debtors’ Consolidated Disclosure Statement based on lack of
adequate information as required under 11 U.S.C. § 1125(a)(1) (“Section 1125(a)(1)"),
among other grounds. See Dkt. 341. Thereafter, on December 11, 2012, the Court held a
hearing for the approval of Debtors’ Disclosure Statement. During the hearing, and as a
result of the objections raised by the Bank, Debtors’ Disclosure Statement was not
approved and, accordingly, Debtors were ordered to file an amended disclosure statement.

See Dkt. 350, Debtors were also ordered to provide the following information in their

amendment:

i Disclose the source of the funds that will be used by Debtors to make
payments to creditors, including the amount of payment and to whom it
will be made.

ii. Include the Porsche Turbo 2008 in Debtors’ liquidation analysis.

iii. Provide details as to the payments that will be made to the Bank.

iv. Clarify whether Debtors’ post-petition sale of inventory is subject to the
Bank’s lien.

V. Incorporate audited financial statements

vi. Include the Examiner’s report

Minute Entry of hearing held on December 11, 2012, Dkt. 350.

On March 20, 2013, Debtors filed their Consolidated Amended Disclosure Statement
and Summary of Proposed Plan of Reorganization (the “Amended Disclosure Statement”)
and their Consolidated Amended Proposed Plan of Reorganization (the “Amended Plan”).1

See Dkts. 416 and 417. Creditors were provided 21 days to file their objections to the

1 Debtors were ordered to file their Amended Disclosure Statement within 60 days of December 11, 2012,
Thus, Debtors’ Amended Disclosure Statement was due on February 11, 2013. However, Debtors requested
an extension of time, until March 20, 2013, to file the amended document. See Dkt. 376.

2
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Amended Disclosure Statement, due on April 11, 2013. However, the Bank requested the
Court a 14 day extension of time to file its objections to Debtors’ Amended Disclosure
Statement, See Dkt. 426. The Court granted the Bank’s request. See Dkt. 429. Therefore, the
objections to Debtors’ Amended Disclosure Statement are due today, April 25, 2013.

For the reasons discussed below, the Bank objects to Debtors’ Amended Disclosure
Statement, as Debtors continue to include inaccurate, incomplete and misleading
statements and do not provide adequate information as required under Section 1125(a)(1)
and the Court’s order, for the Bank or any other creditors to make an informed judgment
on Debtors’ Amended Plan.

Il.  The Disclosure Statement does not provide “adequate information.”

1. Section 1125 (a)(1) defines “adequate information” as:

Ilnformation of a kind, and in sufficient detail, as far as is
reasonably practicable in light of the nature and history of the
debtor and the condition of the debtor’s books and records, including
a discussion of the potential material Federal tax consequences of the

plan to the debtor, any successor to the debtor, and a hypothetical
investor typical of the holders of claims or interests in the case, that

would enable such a hypothetical investor of the relevant class to
make an informed judgment about the plan [..].

11 U.S.C. § 1125(a)(1)(Emphasis added); see_also In re El Comandante Management Co,

LLC, 2006 WL 3903592 at *4 (Bankr. D. P.R. 20086).

2. The primary purpose of a disclosure statement is to give the creditors the
information they need to enable them to make an informed decision when voting on a plan.
See 6 Norton Bankr. L. & Prac. 3d § 110:12. Accordingly, the disclosure statement must
contain sufficient information of a kind and in sufficient detail in order to receive the
court’s approval.

3. Furthermore, since creditors rely on the disclosure statement to evaluate

3
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what sort of distribution or assets they will receive and what risks they will face, the

importance of a full and honest disclosure is also critical. See In re Radco Properties, Inc,,

402 B.R. 666, 682 (Bankr. E.D. N.C. 2009). Hence, the cumulative effect of inaccurate and
misleading statements can lead the court to reject the disclosure statement for being
inadequate since creditors’ ability to make an informed decision on whether to accept or
reject the plan is impaired. See 6 Norton Bankr. L. & Prac. 3d § 110:5.

4, Although Debtors make an attempt to provide “adequate information”
through their Amended Disclosure Statement, once again they fail to do so. The financial
information and projections of future income and expenses fall short of providing creditors
with adequate information demonstrating that Debtors’ operations will generafe sufficient
funds to make the payments required under the Amended Plan. Thus, the insufficiency of
information affects creditors’ judgment as to the feasibility of the plan.

5. Further, the analysis provided by Debtors as to the liquidation value of the
estate and Properties includes inaccurate and incomplete information.

6. Finally, in their proposed payments to creditors under the Amended Plan,
Debtors fail to provide justification for impairing the Bank’s claims for more than $16M
although the Bank has a lien on substantially all of Debtors’ property.

M. The Bank's Objections to Debtors’ Amended Disclosure Statement

A. Insufficiency and unreliability of financial information provided by
Debtors

7. With the Amended Disclosure Statement, Debtors finally produced the
Audited Financial statements for the year ended December 31, 2010 (the “2010 Financial
Statements”). The 2010 Financial Statements are dated January 31, 2013. Nonetheless,

Debtors waited until March 20 to provide them to all the creditors, including the Bank.

4
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8. The 2010 Financial Statements should have been provided to the Bank at the
beginning of 2011, more than two years ago. Debtors’ reasons for not providing the 2010
Financial Statements before, was the existence of some controversy as to the treatment to
be given to Debtors’ purchase of shares of stock of the late Andrew Anthony Foti (the
“Treasury Stock”). See Transcript of ITHP 341 Meeting of Creditors, Dkt. 255, pp. 113-114,
lines 1271-1282. However, in the 2010 Financial Statements, Debtors’ auditors Aquino, De
Cérdova, Alfaro & Co., LLP {“Aquino”), did not express an opinion as to the financial
statements. See 2010 Financial Statements, Dkt. 416-1, p. 104 and 121. If Aquino was not
going to express an opinion due to the Treasury Stock and other issues, there was no
reasonable justification to delay for two years the issuance of the 2010 Financial
Statements.

9. In the 2010 Financial Statements, Aquino stated the following as to IHP:

... These conditions create an uncertainty and it is not possible to form an

opinion on the financial statements referred in the first paragraph because

we were not able to determine the possible effects of these uncertainties.

Because of the significance of the matters discussed in the preceding
paragraph, the scope of our work was not sufficient to enable us to express,

and we do not express, an opinion on the financial statements referred to in
the first paragraph.

2010 Financial Statements, Dkt, 416-1, p. 104 (underlining added).
10.  As with THP, Aquino did not issue an opinion as to the 2010 Financial
Statements for HDI. See 2010 Financial Statements, Dkt. 416-1, p. 121.
11.  Debtors have a duty to provide creditors with accurate financial information:
Accurate disclosure of a debtor’s financial situation is perhaps the primary
duty of debtors seeking relief under the Bankruptcy Code. See 11 U.S.C. § 521
(disclosure of debtors’ creditors, assets, liabilities, income and expenditures

is the first on the list of debtor's duties). The bankruptcy discharge is
reserved for the “honest but unfortunate debtor.” Grogan v. Garner, 498 U.S.

5
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279, 287, 111 S.Ct. 654, 112 L.Ed.2d 755 (1991). “Inaccurate or incomplete
information deprives the court, the United States Trustee, the private trustee,
and creditors of adequate information to decide whether to conduct further
investigation, recover assets, or seek or impose relief against the debtor.”

In re Kelton, 389 B.R. 812, 818 (Bankr. S.D. Ga. 2008)(underlining added).

12.  Creditors cannot rely on this disclaimer of opinion by Aquino. The financial
information contained in the 2010 Financial Statements, as well as all the other financial
information provided by Debtors through the proceedings in this case, is unreliable and the
creditors cannot depend on it to accurately evaluate the financial position of Debtors.

a) Accounts Receivable of IHP

13.  The draft of financial statements lfor 2010 provided by IHP on September 28,
2012, state the accounts receivable of IHP at $38,818,340, or approximately $38.8M. See
Dkt. 283-2, p. 10.

14, Previously, on December 19, 2011, Aquino had issued an “Independent
Auditor’s Report” with a “Schedule of Accounts Receivable as of November, 30, 2011” (the
“2011 Accounts Receivable Report”). See Dkt. 255-1, p. 4. Debtors provided that report to
the Bank. In that report, Aquino stated that [HP had accounts receivable for $36,855,359,
or approximately, $36.9M. See Dkt. 255-1, p. 5. Aquino also stated that:

In our opinion, the schedule of accounts receivable referred to above

presents fairly, in all material respects, the accounts receivable of

International Home Products, Inc., as of November 30, 2011 in conformity

with accounting principles generally accepted in the United States of

America.

2011 Accounts Receivable Report, Dkt. 255-1, p. 4.
15.  That was the information provided by Debtors to the Bank for years. That

was also the information that the Bank relied on to reach a settlement with Debtors as to

the use of cash collateral on June 22, 2012 (the “Settlement”). See Dkt. 160. In that

6




Case:12-02997-ESL11 Doc#:439 Filed:04/25/13 Entered:04/25/13 18:15:24 Desc: Main
Document Page 7 of 99

agreement, and relying on the financial information provided by Debtors, the Bank agreed
to value Debtors’ accounts receivables at $16,000,000. See Dkt. 160, p. 3, { 8. After the
Settlement, the value of the accounts receivable transferred to the Bank turned out to be
less than $4M. This caused a loss of over $12M to the Bank due to the unreliable financial
information provided by Debtors.

16. Now the numbers for those accounts receivable have changed dramatically.
According to the 2010 Financial Statements, as of December 31, 2010, IHP only had
$17,909,930, or approximately $17.9M, in accounts receivable on that date. See 2010
Financial Statements, Dkt. 416-1, p. 105. This is the result of a “Bad Debt Expense” charge
of more than $24.2M for the year 2010. See 2010 Financial Statements, Dkt. 416-1, p. 107.

17. On December 19, 2011, Aquino stated that as of November 30, 2011, IHP had
accounts receivable of $36.9M. See Dkt. 255-1, p. 5. Now, on January 31, 2013, Aquino
states that, as of December 31, 2010, a year before the issuance of the 2011 Accounts
Receivable Report, IHP only had $17.9M in accounts receivable. That is a difference of
65.6% in the same number issued by the same people, Debtors and Aquino. The Bad Debt
Expense for 2010 confirms that the valuation used by Debtors for the accounts receivable
up until December 2011 was totally unreliable. This unreliable information is useless for

the creditors to accurately evaluate the current financial position of Debtors. See In re

Kelton, supra.

b) Related transactions for IHP
18.  The 2010 Financial Statements include $715,893 “Due to related company,”
$1,146,668 “Due to stockholder,” and $660,000 “Due to officer.” See 2010 Financial

Statements, Dkt. 416-1, p. 106. There is no detail as to the identity of the “related
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company,” the “stockholder,” nor the “officer.” See Id. Also, the amounts due bear no
interest and have no repayment terms. See 2010 Financial Statements, Dkt. 416-1, p. 113.
Creditors cannot evaluate accurately the financial position of the Debtors without this

missing information. See In re Kelton, supra.

¢) Accounts receivable of HDI

19.  On December 31, 2009, HDI had a total of accounts receivable of $2,641,565.
See 2009 Financial Statements, Dkt. 340, p. 46. That was the information that the Bank
relied on to reach the Settlement. See Dkt. 160. Now, according to the 2010 Financial
Statements, HDI's accounts receivable had decreased to $1,277,821 by December 31, 2010.
See 2010 Financial Statements Dkt. 416-1, p. 122, That represents a difference of
$1,363,744, for a decrease of 52%. This is the result of a “Bad Debt Expense” of $1.5M for
the year 2010. See 2010 Financial Statements, Dkt. 416-1, p. 124

20.  However, Debtors have provided no explanation for the substantial decrease

in only one year. The Bad Debt Expense confirms that the valuation used by HDI until 2009

was totally unreliable. This unreliable information is useless for the creditors to accurately

evaluate the current financial position of Debtors. See In re Kelton, supra.
d) Related transactions for HDI
21.  The 2010 Financial Statements for HDI include accounts receivable from
“related companies” for $1,694,272. See 2010 Financial Statements Dkt. 416-1, p. 122,
However, Debtors do not identify the “related companies” that owe money to HDI. See Id.
Also, the amounts due bear no interest and have no repayment terms. See 2010 Financial
Statements, Dkt. 416-1, p. 124, Creditors cannot evaluate accurately the current financial

position of the Debtors without the missing information. See In re Kelton, supra.
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e) Other expenses for HDI
22.  The 2010 income statement for HDI includes a charge for “Other expenses”
for a total of $1,049,531. See 2010 Financial Statements Dkt. 416-1, p. 124. Considering
that the total “Net sales” for that year were $1,679,145, and that the “Net Loss” was for
$1,727,376, this “Other expense” of $1,049,531 turns out to be material and significant. See
2010 Financial Statements Dkt. 416-1, p. 124. However, Debtors do not provide any

information as to this “Other expense.” Creditors cannot evaluate accurately the financial

position of the Debtors without the missing information. See In re Kelton, supra.
f) Missing audited financial statements for 2011 and 2012

23, As of today, Debtors have not provided the audited financial statements for
the years ended December 31, 2011 and 2012. Since Aquino did not issue any opinion as to
the 2010 Financial Statements due to the Treasury Stock transaction, there is no
reasonable justification for the delay in issuing the financial statements for 2011 and 2012.

24, The creditors in this case cannot evaluate the Amended Plan with old,
outdated and unreliable financial information. Creditors cannot evaluate accurately the

current financial position of Debtors without the missing information. See In re Kelton

supra. Therefore, the Amended Disclosure Statement should be rejected.
B. The Amended Plan is not Feasible
a) Lack of support for the projections
25.  In this case, the adequacy of the information disclosed hinges on how
creditors will be paid and the source of the funds to make such payments.
26. In one section of the Amended Disclosure Statement, Debtors claim that

“[flunding of the plan will be from the operations of the business; collection of accounts
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receivables, sales proceeds in general, proceeds from litigation and specifically Debtors’
President contribution.” See Amended Disclosure Statement, Dkt. 416, pp. 33-34. However,
on Exhibit 5 of the Amended Disclosure Statement, Debtors claim that “[t}he reorganization
plan has been proposed considering debtor’s [sic] business operations as the principal
source for funding the plan.” See Amended Disclosure Statement, Dkt. 416-2, p. 85.

27.  Debtors also claim that “[tlhe combined base level for net receipts for the
first year was fixed in $9,017,741.” See Amended Disclosure Statement, Dkt. 416-2, p. 85.
However, nowhere in the Amended Disclosure Statement did Debtors provide any support
or grounds to justify the net receipts of $9,017,741 for the first year, as claimed. This
number comes from the addition of two items: “Net Receipts” and “Other Receipts: Service
Income & Other.” See Id. The Honorable Court should note that “Other Receipts: Service
Income & Other,” constitute 52% of the total receipts projected for the first year. See Id.
Being more than half of the total receipts projected for the first year, Debtors should have

e

detailed the sources of those ““Other Receipts: Service Income & Other.” However, they did
not.

28.  The Monthly Operating Report (“MOR") for the month ending on February
28, 2013, reveals that the total cumulative “Other Receipts” from the date of the petition to
February 28, 2013, is $7,027,780.74. See MOR for February 2013, Dkt. 421, p. 2. This
amount composes 64% of the total receipts for that period. In other words, Debtors
income from “other” sources is substantial. They should detail and explain its sources.

29.  An analysis of the MOR for February 2013 reveals some details as to the

“Other Receipts.” See MOR for February 2013, Dkt. 421, p. 3. Some of the items that

compose “Other Receipts” should not be included in the computations and projections of

10
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income for Debtors. “American Express,” which constitutes 1% of “Other Receipts” is not
even explained. See Id. Since it doesn't look like a recurrent or certain source of income for
Debtors, it should be excluded. The “Advance A. Bert Foti,” which constitutes 7% of “Other
Receipts” and 4% of “Total Receipts” should also be excluded, since it won’t be a source of
income for Debtors. All of the rent income items, which constitute 1% of the “Other
Receipts” and “Total Receipts,” should also be excluded because those amounts were
foreclosed by the Bank before the bankruptcy.

30. Finally, the items identified as transfers from other banks, which account for
36% of “Other Receipts” and 23% of “Total Receipts,” should also be excluded because they
are not sources of income for Debtors. See Id.

31.  In summary, Debtors should provide more information as to the sources of
income that they used to reach the “combined base level for net receipts for the first year”
of $9,017,741. See Amended Disclosure Statement, Dkt. 416-2, p. 85.

32.  Debtors also list “proceeds from litigation” as another source of funds for the
plan. See Amended Disclosure Statement, Dkt. 416, pp. 33-34. However, besides
mentioning it, Debtors fail to provide information as to what are those proceeds, from
which cases they will come from, and how much will they provide. Debtors should provide
more information regarding this item. In any case, proceeds from litigation are neither
recurrent nor certain. Debtors cannot rely on them for their projections of income.

33.  Finally, Debtors project that their income will increase at an annual rate of
3%, while the “costs of goods sold” and “operating and general expenses” will increase only
at an annual rate of 2%, providing Debtors with an annual increase of 1% in their profit

margin. See Amended Disclosure Statement, Dkt. 416-2, p. 86. However, Debtors do not

11
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provide any grounds, explanations or basis to sustain these projections of annual increases.

34.  The lack of support for Debtors’ projections of income and expenses cast a

shadow of doubt over the prospects for reorganization.
b) Declining sales

35.  As stated above, Debtors claim that the funds for the execution of the
Amended Plan will come “from the operations of the business; collection of accounts
receivables, sales proceeds in general” among others. See Amended Disclosure Statement,
Dkt. 416, pp. 33-34. One of the components of the operating income is what Debtors
identify as “Cash Sales & Collections” in their MORs. See Amended Disclosure Statement,
Dkt. 416-2, p. 2.

36. However, this amount has been consistently declining on a monthly basis
since the filing of the petition for bankruptcy.? On May 2012, total “Cash Sales &
Collections” were $665,384. See Id. This same amount shows a consistent declining trend
up until the month of January 2013, which totals $126,749. See id. That constitutes a
decline of 81% in just eight months.

37.  Although this item may lock better when it is averaged for all the months of
the bankruptcy, it is clear that the trend is to the downside. The declining “Cash Sales &
Collections” cast a shadow of doubt over Debtors’ projections of income for the future.

c) Other expenses

38. In their projections, Debtors claim that the item identified as “Other

Operating Expenses” will be only $1,355,135 for the first year. See Amended Disclosure

Statement, Dkt. 416-2, p. 84. That is totally inconsistent with Debtors’ past history. For the

2 We are excluding from this analysis the month of April 2012, since IHP filed for bankruptcy on April 19,
2012, and HDI filed on May 8, 2012.

12
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10-month period from the filing of the bankruptcy until February 28, 2013, Debtors’ “Other
Operating Expenses” totaled $5,231,268. See MOR for February 2013, Dkt. 421, p. 2. That
constitutes the largest expense for Debtors and is equal to 49% of the total expenses for the
same period. The annualized total for that expense equals $6,277,522.

39. Therefore, the amount now projected by Debtors for “Other Operating
Expenses” is equal to only 22% of the annualized amount spent during the previous year.
Debtors have not provided any basis or explanation to sustain their claim that they are
going to lower their biggest expense to only 22% of the current amount, taking it from
being 49% of their total expenses to being only 18% of the projected total expenses.

d) Travel and Entertainment Expenses

40.  Debtors’ projections do not include any amount for “Travel and
Entertainment” expenses. See Amended Disclosure Statement, Exhibit 5, Dkt. 416-2, p. 84.
Based on Debtors’ operations and history, this seems unusual. As of February 28, 2013,
Debtors had paid at least $259,610 for travel and entertainment since the filing of the
petitions for bankruptcy. See MOR for February 2013, Dkt. 421, p. 2. After Debtors have
spent more than a quarter of a million dollars while in bankruptcy and under the close
supervision of the Court and creditors, it is unlikely that they will not spend any money for
that concept during the next five years under less supervision from outside parties.

e) Valuation of Deferred Tax Assets for Net Operating Losses

41.  Debtors have been generating net losses for some years now. Accordingly,
they have accumulated deferred tax assets that they may use to offset any future taxes due
on taxable income that they may realize in the future. However, Debtors’ auditors, Aquino,

determined that the realization potential for those deferred tax assets was minimal.

13
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Therefore, Aquino recognized a “full valuation allowance” for those deferred tax assets for
[HP:
As of December 31, 2010, the Company had net tax operating loss carry
forward amounting to approximately $14,118,000, available to reduce future
taxable income. The net tax operating loss carry forward expires in 2014

($429,000), 2015 ($1,040,000), 2016 ($2,010,000), 2017 ($1,150,000), 2018
($1,598,000), 2019 ($2,029,000) and 2020 ($5,862,000). However, the

Company has recognized a full valuation allowance for the full amount
of the deferred tax asset due to the uncertainty of its realization.

2010 Financial Statements, Dkt. 416-1, p. 117 (underlining and bold letters added).
A42.  HDI had the same situation. The 2010 Financial Statements for HDI provide:
As of December 31, 2010, the Company had net tax operating loss carry
forward amounting to approximately $1,763,398, available to reduce future

taxable income. The net tax operating loss carry forward expires in 2018
($123,013), 2019 ($699,309) and 2020 ($941,076). However, the Company

has recognized a full valuation allowance for the full amount of the
deferred tax asset due to the uncertainty of its realization.

2010 Financial Statements, Dkt. 416-1, p. 132 (underlining and bold letters added).

43, Therefore, according to the 2010 Financial Statements, Aquino and the
Debtors are not expecting Debtors to generate taxable net income at least until the year
2020. Even though the net income is the remainder benefit after the payment of debts and
expenses, the lack of it until the year 2020 puts the viability of Debtors and the projections
provided into question. According to the projections of income and expenses provided by
Debtors, they are expecting to have “Cash After Operations & Plan” for the first year of the
plan (i.e. 2014) of $803,686. See Dkt. 416-2, p. 84. By the fifth year of the plan (i.e. 2018),
Debtors expect that amount to increase to $1,767,470. See Id. These projections contrast
dramatically with Aquino’s expectation of zero net income until the year 2020 and with his

determination of recognizing a full valuation allowance for the deferred tax assets.

14
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C. The Liquidation and Real Property Analysis is Inadequate
44.  Debtors’ Liquidation Analysis set forth in Exhibit 8 of the Amended
Disclosure Statement contains incomplete information. Debtors fail to disclose that the
following properties included in the category of “Other Personal Property” are subject to
the Bank’s lien:
a) FirstBank Accounts $10,188
b) Lithography-Prints $ 25,000
¢} Automatic Pistols $3,000
d) Office Equipment $467,415
¢) FirstBank Payroll and General Accounts $19,055
45,  Pursuant to the Security Agreement subscribed between Debtors and the
Bank, the latter has a lien upon all:
[O]f its [Debtors’] right, title and interest in, to and under the following
property whether now owned by or owing to, or hereafter acquired by or

arising in favor of Grantor... (all of which being hereinafter collectively
referred to as the “Collateral”):

(v) all Equipment;

(viii) all goods;

(x)  all Inventory;
(xi)  all Investment Property;

(xiv) all money, cash or cash equivalents;

(xv) to the extent not otherwise included, all Proceeds and
products of the foregoing and all accessions to, substitutions
and replacements for, rents and profits of, each of the
foregoing.

Security Agreement, Dkt. 22, pp. 3-4 (underlining added).

46.  Debtors’ Real Property Analysis included in Exhibit 6 of the Amended

15
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Disclosure Statement also includes incomplete and incorrect information. Debtors assign a
value to the Properties under two columns, divided as “Debtor” and “Per First Bank”, but
fail to state the source of said values. See Amended Disclosure Statement, Dkt. 416-2, pp. 5-
6. Debtors include as Exhibit 4 to the Amended Disclosure Statement various appraisals
prepared on behalf of the Bank by the firm McCloskey, Mulet & Bonin Appraisers, P.S.C.
{("McCloskey”). Nevertheless, the values assigned to the Properties in the Real Property
Analysis do not correspond to any of the appraisals prepared by McCloskey, included as
Exhibit 4. See Amended Disclosure Statement, Dkt. 416-2, pp. 12-27. Debtors must state the
source for the values assigned to the Properties both in the Real Property and Liquidation
Analysis.

47.  Likewise, the aforementioned Exhibit 4 includes appraisals prepared by
McCloskey in 2007 for the properties located in Hato Rey, Mayaguez and Hatillo, and
appraisals prepared in 2011 for the Ponce property. Debtors do not state why different
appraisals are being used for the Properties. See Id.

48.  Further, Debtors allege that various mortgage notes over the Properties have
expired or were not found. See Amended Disclosure Statement, Dkt. 416-2, pp. 5-6. This is
not correct. Specifically, Debtors state that a Mortgage Note over property no. 31929 (“The
Ponce Property”) for the amount of $698,000 expired since it has more than 20 years.
However, Debtors fail to state that the Mortgage Deed as to said Mortgage Note extended
its extinction period to 25 years, thus expiring on April 24, 2017. See Exhibit 1, Mortgage
Note dated March 30, 1992 and Deed Number 9, executed on March 13, 1992, before
notary Enrique Adsuar-Lores.

49.  The Mortgage Note over property no. 35341 (“The Hato Rey Parking Lot") for
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the amount of $25,000, claimed by Debtors not to have been found and, thus, excluded
from the Bank’s lien, does in fact exist and has not expired. The same is attached hereto as
Exhibit 2, Mortgage Note dated January 16, 2001, in the amount of $25,000, and Deed
Number 1, executed on the same date before notary Francisco M. Vazquez-Santoni.

50.  Debtors also omit to include two mortgage notes over the Properties in favor
of the Bank. One of the mortgage notes is over property no. 35341 (“165-167 Quisqueya
Street”) in the amount of $115,000. See Exhibit 3, Mortgage Note dated February 14, 2001
and Deed Number 93, executed on the same date before notary Francisco M. Vazquez-
Santoni. The other mortgage note is over property no. 24788 (“169 Quisqueya Street”) in
the amount of $805,000. See Exhibit 4, Mortgage Note dated February 14, 2001 and Deed
Number 91, executed on the same date before notary Francisco M. Vazquez-Santoni.

D. Objection to the proposed treatment of the Bank’s secured and unsecured
claims

51.  Debtors’ state in their Amended Disclosure Statement that the principal
amount, excluding interests and other penalties payable, included in the Bank’s Amended
Proof of Claim, is the amount owed by Debtors to the Bank. See Amended Disclosure
Statement, pp. 24-25 and pp. 87-88. Accordingly, Debtors owe the Bank the amount of
$21,331,340.3

52.  As stated above, the Bank has a security interest in substantially all of
Debtors” tangible and intangible property. Pursuant to said security interest, Debtors

propose to surrender to the Bank certain property, obtain loans from the Bank for real and

3 This amount includes the allocation of $16 million for the accounts receivable surrendered to the Bank
under the Settlement as well as the payments received from the following sources: [HP's payment for the first
release of inventory, foreclosed rents as of the filing of the Amended Proof of Claim, and foreclosed accounts
receivable as of the approval of the Settlement. See Amended Proof of Claim, Exhibits 2 and 3.
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personal property, and pay the Bank 10% of the resulting unsecured claim. For the reasons
stated below, Debtors’ proposed payment to the Bank under the Amended Plan is not
acceptable.

a) Surrendering of property

53.  Debtors propose surrendering to the Bank the properties located in Hatillo
and Quisqueya 169, Hato Rey, and the inventory of HDI for a total amount of $5,367,576.
See Amended Disclosure Statement, Dkt. 416-2, p. 87. However, relevant information as to
such properties is not provided by Debtors.

54.  Debtors do not indicate the source of the values assigned to the properties
located in Hatillo and Hato Rey. As stated previously, the values stated by Debtors do not
correspond to the appraisals prepared by McCloskey.

55. Debtors also fail to state what factors, if any, were considered to surrender
the properties in Hatillo and Hato Rey as opposed to the other properties located in"Ponce,
Mayaguez and Hato Rey, over which the Bank also has a security interest,

56.  Furthermore, Debtors do not state the basis for assigning HDI's inventory a
value in the amount of $2,367,576. Contrary to the allegations made by Debtors in the
Amended Disclosure Statement, such amount was not agreed by the parties under the
Settlement. See Dkt. 160.

b) Loans for real and personal property

57.  Debtors propose to pay the remaining secured portion of the Bank’s claims
pursuant to two loans, for a total amount of $9,290,571. See Id. The first loan is in the
amount of $7,377,00 for the properties located in Ponce, Mayaguez and Quisqueya 165-167

and parking lot in Hato Rey (the “Real Property Loan”). Under the terms of the Real
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Property Loan, Debtors would make 360 payments to the Bank in the amount of
$32,105.17 (30 year amortization) at an interest rate of 3.25%.

58. The second loan is in the amount of $1,913,571 for IHP’s inventory (the
“Personal Property Loan”). Under the terms of the Personal Property Loan, Debtors would
make 360 payments to the Bank in the amount of $8,327.98 (30 year amortization) at an
interest rate of 3.25%. Pursuant to the Amended Disclosure Statement, the Personal
Property Loan will be reduced with regular payments upon sale of inventory.

59.  The aforementioned loans are not acceptable to the Bank for various reasons.
First, Debtors once again fail to provide the source of the values assigned to the properties
located in Ponce, Mayaguez and Hato Rey.

60.  Second, Debtors do not state the basis for assigning IHP’s inventory a value in
the amount of $1,913,571. As stated above, such amount was not agreed by the parties
under the Settlement. Likewise, Debtors fail to include in the value assigned to IHP's
inventory, the inventory located in Florida. Pursuant to the Liquidation Analysis, said
inventory has a value of $222,247. See Amended Disclosure Statement, Dkt. 416-2, p. 73.

61. Fourth, the Amended Disclosure Statement does not contain any information
or data showing how the amount of the monthly payments was calculated or what factors
were considered by Debtors to propose such payments. Dehtors also fail to state how they
expect their operations to generate sufficient funds to make monthly payments in the
amount of $40,433.15 or how the Personal Property Loan will be reduced through regular
payments from the sale of inventory. As to the latter, such was the agreement reached by
the parties under the Settlement. However, thus far, the Bank has not received any

payments from Debtors for IHP’s inventory other than the initial payment of $196,570.20
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made almost a year ago. Thus, Debtors proposed terms of repayment are not reliable.

62.  Fifth, the Bank is not willing to loan money to Debtors at the prevailing Prime
Rate of 3.25%. As the name suggests, the “Prime Rate” is reserved for borrowers with
excellent credit and whose ability to pay is not in question. That is not the case of a debtor
in bankruptcy. Bankruptcy law recognizes this reality. In these cases, bankruptcy courts

use a formula that has been named the “prime plus” formula, in which a risk factor is added

to the Prime Rate. See Till v. SCS Credit Corp., 541 U.S. 465, 478-481 (2004); In re Gray,
2008 WL 5068849, *3 (Bankr. D.P.R,, 2008, Lamoutte, ].); and 7 Norton Bankr., L.. & Prac. 3d
§ 151:14. Debtors’ prior history of defaulting on their loans before the bankruptcy filing
warrants a high risk factor over the Prime Rate.

63.  Finally, the proposed payments are not acceptable to the Bank given their
duration. A period of 30 years for the repayment of the loans is extremely long given
Debtors” history of defaults under the loan agreement and the uncertainty surrounding the
viability of Debtors’ operations.# This, in addition to the fact that under the Bank’s
regulations, the term for repayment of a loan cannot exceed 25 years.

¢} Payment of unsecured portion

64.  Class (8) of the Amended Disclosure Statement makes reference to the
Bank's unsecured claim. Debtors estimate such claim in the amount of $6,673,193.
Accordingly, Debtors propose the following payment: “[t]his class will received [sic] 10% of
its claim within the term of the Plan.” See Amended Disclosure Statement, Dkt. 416, p. 27.

That is, Debtors propose to make 60 payments to the Bank in the amount of $11,122 for a

4 Although Debtors incorrectly state in the Amended Disclosure Statement that the term for repayment of
the loans is 20 years, the exhibit regarding the terms of payment of the loans states a 30 year amortization.
See Amended Disclosure Statement, Dkt. 416-2, pp. 78-83 and 87.
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total amount of $667,319. This is not acceptable to the Bank.

65. In providing the treatment for the Bank’s unsecured portion, Debtors fail to
state the reasons for impairing the Bank by 90% of its claim. Pursuant to Debtors
projections for a period of five years, Debtors will have an average-yearly net income of
approximately $1.2M. See Amended Disclosure Statement, Dkt. 416-2, p. 84. If that were
the case, as Debtors allege, Debtors have the financial capacity to pay a higher percentage
of the Bank’'s unsecured portion. Likewise, if Debtors can afford “Other Operating
Expenses” in the average amount of $1.4M per year, they can also afford paying the
unsecured creditors more than the proposed 10% of their unsecured claims.5 See Id.

66.  Debtors also state that “[t]his class is the only unsecured creditor with a third
party source of repayment.” See Amended Disclosure Statement, Dkt. 416, p. 27. However,
Debtors do not provide details as to what a “third of party source of repayment” means, the
identity of the “third party”, and how this source of repayment will affect the payment of
the Bank's unsecured portion by Debtors.

67.  Furthermore, the Bank objects to the amount identified by the Debtors as the
Bank’s unsecured claim. As discussed previously, Debtors have assigned values to real and
personal property without providing the source. Debtors also have failed to recognize the
Bank’s lien over certain personal property included in the Liquidation and Real Property
Analysis. Accordingly, the amount of the Bank’s secured claim may increase and, thus, vary

the unsecured portion stated by Debtors.

5 This category of “Other Operating Expenses” excludes payments in concept of payroll, rent, insurance,
inventory, taxes, utilities or similar operating expenses. Debtors fail to provide what “other” expenses are
included in this category.
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E. Objections as to classes of creditors

68.  Debtors fail to include in Class (2) of creditors with superpriority rank, the
Bank's cash collateral that was used by Debtors from the date of the filing of the
bankruptcy petitions until July 2, 2012.6 See Amended Disclosure Statement, pp. 20 and 24.
Pursuant to the orders issued by this Court authorizing Debtors to use the Bank’s cash
collateral, the Bank was granted a lien over all property of Debtors’ estates, including pre-
petition and post-petition assets, to secure any decrease in the value of the Bank's pre-
petition collateral. See Dkt. 74; and Dkt. 15 in Bankruptcy Case No. 12-03574. During the
hearing held on October 3, 2012, Debtors stated that all the payments received from the
accounts receivable and from the sale of inventory, reported in Debtors’ MORs from the
date of the filing of the petitions until July 2, 2012, was the Bank’s cash collateral. See Dkt.
296. Accordingly, Debtors owe the Bank approximately $1.2 million for the use of its cash
collateral.”

F. Other objections

69.  The Bank further objects to the following statements made by Debtors in the
Amended Disclosure Statement since they are inaccurate, incomplete and misleading:

a) Turnover of amounts withheld by Debtors under the Foreclosed
Accounts

70.  Although Debtors state in the Amended Disclosure Statement that the Court
granted the Bank’s request for the turnover of the amounts withheld by Debtors under the

foreclosed accounts receivable (the “Foreclosed Accounts”), Debtors fail to provide how the

®on July 2, 2012, Debtors and the Bank subscribed an agreement for the use of the Bank’s cash collateral. See
Dkt. 160,

7 Pursuant to the Monthly Operating Reports, from the date of filing of the Debtors’ petitions until June 30,
2012, Debtors reported receipts in the total amount of $2,047,234. See Dkts. 170, 212, 213 and 257. After
deducting the amount of $853,689.36, which corresponds to the amount withheld by debtors under the
foreclosed accounts receivable, Debtors owe the Bank $1,193,545 for the use of its cash collateral.
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amount owed by Debtors in such concept will be paid to the Bank. See Amended Disclosure
Statement, Dkt, 416, p. 13. Debtors do not even state the amount claimed by the Bank
under the Foreclosed Accounts.

71. Furthermore, Debtors fail to inform that their request to stay the order for
turnover pending the appeal filed before the District Court was denied by this Court.
Accordingly, the amount of $853,689.36 from the Foreclosed Accounts is owed
immediately by Debtors. Thus, Debtors must provide in the Amended Disclosure Statement
the source of the funds that will be used by Debtors to make such payment and how it will
be made to the Bank.

b) Post-petition sale of inventory is subject to the Bank’s lien

72.  Debtors do not disclose the amount owed to the Bank for inventory used
under the terms of the Settlement although this was one of the items the Court ordered
Debtors to provide information in their Amended Disclosure Statement. See Dkt. 350.

73. Pursuant to the MORs filed as of March 31, 2013, Debtors have sold
inventory in the amount of $1,466,107. See MORs, Dkts. 170, 212, 213, 250, 257, 317, 318
and 332. As stated above, Debtors have only made one partial payment for the release of
IHP’s inventory in the amount of $196,570.20. Although the Debtors have not provided the
relevant information, Debtors appear to owe the Bank $1,269,536.80 for inventory that
has been sold.

74.  Accordingly, Debtors must clarify whether the post-petition sale of inventory
is subject to the Bank’s lien and what amount is owed to the Bénk in such concept.

¢) The “prospective” effects of the Bankruptcy Court’s May 3 and 15,2012,
Orders

75. Debtors continue to incorrectly state that the Bank’s secured status is
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prospective from the orders issued on May 3 and May 15, 2012 {collectively, the “Orders”).
See Amended Disclosure Statement, Dkt. 416, p. 10. Contrary to what Debtors state, the
“prospective effect” of the Orders refers to the effects the Orders would have over the
previous orders that had already been issued by the Court authorizing the use of the Bank's
cash collateral for the payment of Debtors’ employees’ wages and benefits.

76.  Accordingly, the Court ruled that the determination of the Bank being a
secured creditor would not affect the previous orders issued before the Court had ruled on
the issue of the security. See Dkt. 80, p. 10. The determination as to the “prospective effect”
does not mean that the Bank became a secured creditor on May 3, 2012, as incorrectly
stated by Debtors.

77.  Furthermore, this Court has already explained the meaning of the
“prospective effect.” On November 27, 2012, Debtors moved the Court to stay the effects of
the order for turnover while the appeal before the District Court was pending. See Dkt. 338.
The Court denied Debtors’ motion with its order of December 26, 2012. See Dkt. 369. In
that order, the Court also explained what it meant by the “prospective effect:”

The court, during the May 3, 2012 hearing held that its ruling and its effects

will be prospective, because the court will not set aside its previous Order

dated April 26, 2012 (Docket No. 15) authorizing use of cash collateral based

upon the necessity that the employees he paid in order that Debtors’

operations continue, and particularly if the grounds for requesting

reconsideration of this Order are that payment was on account of
unauthorized use of cash collateral.

Order of December 26, 2012, Dkt. 369, p. 10.
78.  Therefore, the Bank did not perfect its security interest as a result of the

Orders, but as a result of its filing the Financing Statements on July 19, 2011. See Court

Order of May 15, 2012, Dkt. 80, p. 10 (“...as ordered on May 3, 2012, this Court holds that

24




Case:12-02997-ESL11 Doc#:439 Filed:04/25/13 Entered:04/25/13 18:15:24 Desc: Main
Document Page 25 of 99

the Bank properly perfected its security interests with the 2011 Financing Statements...”).
d) Effect of Adversary Proceeding No. 12-282

79.  The Bank objects to Debtors’ statement as to the effect of the adversary
proceeding (Adv. Proc. No. 12-0279) over the Bank’s claims against Debtors. Debtors state
that “[i]f Debtors succeed in this litigation against FB, FB's claims may be considerably
reduced, if not eliminated in its totality.” See Amended Disclosure Statement, Dkt. 416, p.
17. The litigation against the Bank through the adversary proceeding only involves
Debtors’ questioning of the Bank’s secured status, not the amount of the Bank’s claims.

e) Bert Foti’s superpriority claim

80. In Class (2) of creditors with superpriority rank, Debtors include post-
petition financing provided by Debtors’ president, Mr. Andrew Bert Foti (“Mr. Foti”), in the
amount of $509,570.20. See Amended Disclosure Statement, Dkt. 416, pp. 20 and 24.
Debtors correctly state that the Court allowed post-petition financing to Debtors up to the
amount of $500,000. See Dkt. 169. Although Debtors only claim such amount as secured
and subject to super priority rank, Debtors fail to disclose for what purposes Mr. Foti
provided the post-petition financing.

81.  Pursuant to Debtors’ request for post-petition financing, filed on June 15,
2012, Debtors would receive from Mr. Foti the amount of $196,570.20, from the total
$500,000 requested, for the payment of the first release of IHP’s inventory under the
Settlement. See Dkt. 141. Upon the Court’s authorization of the financing requested, such
payment was made to the Bank. See Dkt. 160. However, thereafter, Debtors have not
provided information to the Court or creditors as to any additional disbursements made by

Mr. Foti to Debtors under the post-petition financing.
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82.  Accordingly, Debtors must inform creditors for what purpose Mr. Foti
provided Debtors with post-petition financing for the remaining $303,429.80, the date in
which such disbursements were made and in what amount, in addition to any other
information that evidences such financing.

f) Preferred’s claim

83. In Class (6) regarding Executory Contracts, Debtors include “all secured
portion pursuant to claim filed by” Preferred Credit, Inc. (“Preferred”). See Amended
Disclosure Statement, Dkt. 416, pp. 22 and 26. Debtors state the amount of $3,471,964 as
per proof of claim filed by Preferred. See Id.

84. However, Debtors fail to state in what concept that amount is owed to
Preferred. Pursuant to Preferred’s proof of claim no. 26, filed on August 24, 2012, the
amount claimed is $3,103,112.69 on account of consumer sales contracts in possession of
Preferred.

85. If the amount claimed by Preferred refers to consumer sales contracts
concerning pre-petition inventory, as it appears, the Bank has a lien over the inventory sold
under such consumer sales contracts, and the proceeds thereof, pursuant to the Security
Agreement.

86.  Furthermore, Debtors do not state how the amount claimed by Preferred will
be paid by Debtors. A general reference is made to the effect that “[t]his class will retain its
lien and will be paid pursuant to the terms and conditions of the agreement that rules their
relation.” See Amended Disclosure Statement, Dkt. 416, p. 26. This is not adequate
information. Debtors must disclose what “liens” Preferred will retain, and what are the

terms of payment under the contract subscribed by Debtors and Preferred.
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g) Payment to Regal Ware

87.  Pursuant to the exhibit regarding Payments under the Amended Plan,
Debtors classify creditor Regal Ware Inc. (“Regal”) in Class (1) and state that Debtors will
pay Regal the amount of $991,101 during the term of the plan (i.e. 5 years). See Amended
Disclosure Statement, Dkt. 416-2, p. 83.

88. However, Debtors fail to identify Regal as creditor under Class (1) in their
Amended Disclosure Statement. Debtors must clarify in what class they will designate
Regal and what will be the treatment they will provide to Regal’s claim.

WHEREFORE, the Bank objects to Debtors’ Amended Disclosure Statement and
respectfully requests that the Honorable Court does not approve it.

RESPECTFULLY SUBMITTED.

NOTICE ON TIME TO RESPOND

Within fourteen (14) days after service as evidenced by the certification, and

an additional three (3) days pursuant to Fed. R. Bank. P. 9006(f) if you were

served by mail, any party against whom this paper has been served, or any

other party to the action who objects to the relief sought herein, shall serve

and file an objection or other appropriate response to this paper with the

Clerk’s office of the U.S. Bankruptcy Court for the District of Puerto Rico. If no

objection or other response is filed within the time allowed herein, the paper

will be deemed unopposed and may be granted unless: (i) the requested

relief is forbidden by law; (ii) the requested relief is against public policy; or
(iii) in the opinion of the Court, the interest of justice requires otherwise.
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In San Juan, Puerto Rico, today April 25, 2013,

s/MANUEL FERNANDEZ-BARED
MANUEL FERNANDEZ-BARED
USDC-PR No. 204,204

E-mail: mfb@tcmrslaw.com

s/ANGEL SOSA-BAEZ
ANGEL SOSA-BAEZ

USDC-PR No. 219,010
E-mail: asosa@tcmrslaw.com

s/LINETTE FIGUEROA-TORRES
LINETTE FIGUEROA-TORRES
USDC-PR No. 227,104

E-mail: [ft@tcmrslaw.com

TORO, COLON, MULLET, RIVERA
& SIFRE, P.S.C.

P.0. Box 195383

San Juan, PR 00919-5383

Tel.: (787) 751-8999

Fax: (787} 763-7760

Attorneys for First Bank-Puerto Rico

CERTIFICATE OF SERVICE

I HEREBY CERTIFY that on this date, [ electronically filed the foregoing with the
Clerk of the Court using the CM/ECF system, which will notify all parties registered through
their attorneys of record.

In San Juan, Puerto Rico, today April 25, 2013,
s/LINETTE FIGUEROA-TORRES

LINETTE FIGUEROA-TORRES
USDC-PR No. 227,104

E-mail: lft@tcmrslaw.com
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of legal agef’ﬁarried, hanker and resident of

Guaynabo——===mmote - Puerto Rica (hereinafter the

UMortgageel') . M s iy .
--T, the Notary, hereby cerﬁify that I personally
xnow the appearing parties and from their
statements L also attest as to thelr age, oivil
status, occupation and radidence, The appearing
parties assure me that they have, and in my
judgment do have the legal capacity necessary for
this act, and for -that purpeose they freely and

B e
- - STATE e

~-FIRST: The Mortgaged Property: The Mortgagor
is the owner of record with valid, good and

marketable fae eimple title ("pleno dominio") of
the properties described in Paxagraph FOURTEEN of
this Dead, hereinaftar, interchangeably and

colleotively referred to as the "Mortgaged

&7 Q:\ Property", "Mortgaged Properties" or the
\{F npraperty!. - ————

~-SECOND: The Mortgage Nokte: simultaneocusly

herewith Mortgagor has subscribed before the

undersigned Notary a Mortgage Note (hereinafter
called the "Mortgage Note"), which s aopled
1iterally in paragraph THIRTEEN hereof, ————-===-

- PHIRD: Creation of the Mortyage: In order to
guarantee and sequrel ===---RTTTT e e
e«w=w{1) The full and complete payment of th
principal of and interest on the Mortgage Note.

-~=-(ii) The performancs and cbservanoe of the

terms therein and herein contained.
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--{1ii) an additional credit in the amoﬁnt set
forth in paragfaph SIXTEENTH hereof to cover
jnterest in addition to that secured by laﬁ
(hexeinaftar.calléd tﬁe nInterest Credit™}. ====--
~---(iv) 2an additional credit in the amount s?t_ '
_forth in paragraph SIK@EENTH hereof_to cover any
:amounps that may be Paiq by‘qr.gﬁvgpqed by the
iMortgagee hereunder . together with intepest thereon
:(hereinafter called the neredit for Additionmal

Advangesl), ————m===———w= »

eu—-({v) An additlonal credit (hereinafter called
gredit for Liguidated Damages"), in the amount
setforth in paragraph SIXTEENTH hereof ag
liquidated and agresd amcunt payable without
necessity for further liquidation or approval by
'any court, to cover posts and exﬁenses (including
reasonable attorney's faes) of the_Mortgagee.(as

defined hereinafter) in the event that such

C;. Mortgagee shall have recourse to the gourts eor to
C:f;gzi\ any other governmental agenocy in oxder %o collect
\QP all or any part of the prinoipal thereof or any

interast thereon (by foreclosure or other

proceedings or actionse). ——————
--MORTGAGOR hereby constitutes and creates a
voluntary nortgage (the WMortgage!) in favor of
the Mortgagee to seoure the Mortgage Hote,
(referenoces herein to the Mortgagee shall be
deened to include the bearer of the Mortgage Note
and any future holder thereof, and in the event
the Mortgage Note is delivered in pledge to seoure
the Mortgagor's obligations under a pledge
-;;rsement, then the term "Mortgagee" shall also

yefer to the Pledgee of the Moxrtgage Npte undexr
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such pledge agreement), including the present
-holder or any future holder; UPON: =====w——w=====

~~—(a} the Property described in Paragraph FOUR-

TEENTH of this Deed:
«w==(bh) all of the buildings, struotures,
additions, fixtures, lmprovements, appurtenances
and facilities now or hereafter located thereon;
~-—{g) all of the rights, title and interest of
the Mortgagoer, in and to, all and singular, the
tenements, heredlitaments, rights of way,
easemsnts, appendages and appurtenances and
property belonging or appertailning to the
Mprtgaged Property, and all of the right, title
and interest of the Mortgagor in and te any
streets, ways, alleys, strips of gores qf.land

adjoining the Mortgaged Préperty'oi anf part

thereof; =-—- ——— : -
-=={d) all of the Mortgagor's right, title and

interest (but none of its obligations) as landlord

(;: (whether named as such therein or by assignment or
/’?%?: otherwise) %o recsive payments of money under all
\@T leases of all or part of the Mortgaged Property or

of spage therein, or at any tine hereafter made
and any and.all amendments, modifications,
supplements, renewals and extensions thexeof,
including without limltation all rents, additional
rents, revenues, earnings, profite and income,
payments incident to any assignment, sublease or

surrendexr of any lease; glaims for forfeited

deposits and claims for damages, now due or hekre-
after to become due with raspeoct to any lease;-
=r——(e) all awards, compensation and payments in

tegpect of taking by condemnatlon or eminent

= -
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demain of any of the foregeing, as their i;terest
may appear; and ————ew-msremsomssmmssmeessee s

-~—(£) all of the Mortgagor's righte, title and
jnterest to all furnishings, fixtures, machinexry,
apparatus and equipment, or other propexty of any
xind whatsoever now or hereafter paermanently
looated on the Mortgaged Property, or located in,
or used, or procured for use, in connection with
the operation, maintenance or protaction of any of
the buildings, structures, improvements or
facilities located oxr to be looated in the
Mortgaged Property, including, without limitation,
iighting, plumbing, sanitary, alr conditioning
equipnent and fire protection systems, now owned
or hereafter acguired by the Mortgagor, which
under the provisions of the Clvil code of Puerto
Rlco may properly ba charactarized oxr classified
as real or immovable property either by nature or
by destination, —————=—====meos———ossssmosssssoso
~~FQURTH: Obligations of Mortgagor: For the

sonsideration heretofore set forth the Mortgagor

é:. ig obliged and undertakes: T
(<Eb ——-0One: To satisfy the debt on the manner

%g\ aforesaid. --- - ———

——-Two: To pay when due, without regquiring any

notice from the Mortgagee, all Impositions (as
defined on paragraph ELEVENTH hexeof), ineluding
all taxes, aseessments of any type or nature, and

other charges levied or assessed against the

Mortgagad Property or any interest of the
Mortgagee therein, and satisfy any claim, lien ox

rance against the Mortgaged Property which

“\7 " e 0 7 ‘
\ Nt/

RN s
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permit no default or dslinguenocy on any other

lien, encumbrance oxr charge agalnst the Mortgaged

.| Propexrty. e e e e e
~--Thyees: To Pirst obtain the written consent of
|Mortgagee, said consent not to be unreasonably
withheld, heféra removing or demolishing any

building now or hereafter erected on ﬁhe Moxrtgaged

Proparty. - ——
--~Four: To pay all taxes, cparges, water rates
and any other inau}ar and municipal ;gxas, £ines
or charges flor which no prqvigibn has been made in
this goﬁtpaot and éhould Mortgagor fail to do so,
the Mortgagee may, at its option, pay the same,,
and the Hortgagor‘shall promptly deliver to the
Mortgagee all official veceipts: issued to it. ---
-—-Five: HNot to permit the Mortgaged Property to
| suffer damage, deterloration or lo%s whatsoaver,
and in the syent the Mortgagor fails to care for
and maintain in good condition the buildings
existing upon or that may in the future be
constructed on the propexty or the Improvements to
{<Z;?. ) the same, the Mortgagee may make such repairs as
C;?'(\ in his judgement may be necessary fox the
praservation of the Mortgaged Property, and its
appurtenances, and the total sum thus invaested
shall be considered as due and demandable and

shall be considered as secured by the mortgage

hereln constituted. -

~~~8ix: To pay all costs, eXpenses and

disbursements including a reasonable amount for

attorney's fees, as well as all expanses incurred

For satisfied by the Mortgagee at any time for

perfeotion of title, when sald costs, expenses and

v epitan
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disbursements shall be forthwith satisfied and

shall be considered seoured in their entirety by

the Moxrtgage. -

———gaven: To kesp the Mortgaged Property, to the
extent applicable, insured against loss or damage
by fize, and sudh other hazarde in form and
amounts, and for such periods, as may be required
py the Mortgagee, and to pay promptly when dus all
premiuns on such insurance. All insurance shall
be oarried in companies approved by the Mortgagee,
and the policies shall have attached thereto loss
payable alauses in faver of and in a fornm
-acceptabla to the Mortgagee. In the event qﬁ
loss, the Mortgagor shall give immediate notice to
the Mortgagee, and the Mertgagee may wmake proof of
loss Lf not promptly made by the Mortgagor. Bach
insurancé company concerned 1ls hefeby authorized
and diregted to make payment fﬁr such loss
direotly to the Mortgagee, instead of to the
Mortgagor and the Mo:tgégee jointly. Tﬁe

Q?- Mortgagea may, at ite option apply the Insurance
C;5ﬁi?l prooeeds, or any part thereof, either to tha
\NJ yaduotion of the indebtedness hereby gecured oxr to

the restoration or repailr of the Mortgaged
Property. Upon foreclosure of this mortgage, or
other aogquisition of the Mortgaged Property, or
any part thereof by the Mortgagee, said policles
shall beoome the absolute property of the
Mortgagee. As is provided in Article One hundred
sixty (160) of the.Kortgﬁge Law of Puerto Rice
{Act Number One hundred ninety eight [198] of
Taugust Ten {10}, Nineteen hundred seventy nine

[1978) this Hortgage shall be extensive te, and




shall cover all indemnitles to which the Hoétgagee
may be entitled under the aforesald insurance
polivies or any other policies of Insurance
covering tye Mortgaged Property or any part
thereof, and ngtgagae snall be e?titled to
receive directly frpﬁ the underwriter(s) all
pafments which become ﬁue under any such
policy(ies) of insurance. suoch paﬁments, after
deduoting therefrom all costs and expenses
{including, hut neot without limitatien, reasonable
‘attorneys' fees and expenses) inourred in the
collestion thereof, shall be applied An the manner
and for the purposes speclfied in any pledge
agreement under whion the Mortgage Note has been
deliverad in pledge, provided no event of default
under such pledge agreement has oocurred, and
should no such pledge agreement be in effeckt, euch
payments shall, at the option of the Mortg;gee, he
applied (i) on account of the payment of any notes

or obligations of the Mortgagor for which the

C?: Mortgage Note may have heen delivered or assigned
C:§f27 as security,'or (1i) without waiver of the
\ﬂdg\\ Mortgagee's xight to any future proceeds of like

nature, be paid over to the the Mortgagor in
partial or total reimbursenent of Mortgagor's
expenses in repalring or replacing such portion(s)

of the Mortgaged Property, as may have been so

damaged. -
———Fight: To glve to the Mortgages immediate
notice by mail of any proposed condemnation
proceedings or damage by fire or other casualty to

the Mortgaged Property as well as of any change,




gonveyance or sala occurring wlth respect'to the
title of or property in the Mortgaged Property.--
——-Nine: To comply with all laws, ordinances,
regulations, covenants, conditions and restric---
tions affecting the Mortgaged property and not
suffer or permit any violation thexeof. ==-——-v==~
—=-Men: All payments made by the Mortgagee to
remedy any of Mortgagox's breach, aes heretofore
set forth, including reasonable attorney's fees
and the total of the payment ox paynents owed by
the Mortgagor to the Mortgagee which are
detinquent, shall be added to the debt sscured by
this mortgage and shall be reimhursed to the
‘Mortgagee on Gemand. itk
-~FIFTH: Condemnation:  In the avenﬁ;éf ﬁ taking.
of all or any part of the Hartqégga gréperty as
result oxr in lieu of condemnafi@ﬁ orleﬁlnenﬁ.
domain, or a change of grade'adversély'affecting
the Mortgaged Property, the ¥ortgagee shall be
antitled to regeive all awards and payments oﬁ

acocount of such taking., Hortgagor will pay all

4;_ costs and expenses (inc¢luding, without limitation,
(:5:;37 attorney's fees and' expenses) of the Mortgagee in
qug\ oonnection with any such taking and seeking and

obtaining any award ox payment in respect thereof.
A1l awards and payments colleuted by the
Mortgagee, aftér the payment of costs and expenses
(inoluding., without limitation, reagonable

attorney's fees and expenses) incurred in the

‘seeking and obtaining thereof, shall be applied by
the Mortgagee to the payment of the Mortgage Note

the obligations of the Moxrtgagor for which the

Mortgage Wote is assigned or pledged as seourity

-
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or in such other manner as may be provided in the
pledge agreement or other ingtrument undex which
the Mortgage Note i1s asslgned or pledged, The

balance of the anount collected, if any, shall

then be paid to the Mortgagor,——-=—r-———-—————wnooe

—-SIXTH: Additlonal Advances: If the Mortgagor
gshould fail to make punctual payment of all
Impositions, or should fail to maintain insurance
coverage on the Mortgaged Property as raquired
from time to time by the Mortgagee, or should fail
to dlscharge any mortgage llen, enoumbrance ox
chaige upon the Mortgaged Property, or any part
thersof, which 1s prohibited by tha texms of a
pledge agreement or other instrument under which
the Mortgage Note ig assigned or pledged, or
should fail to maintain the Mortggqed Property in
good condition, or should f£ail to perform any
other texrm ox covenané of a pledge agreement or
other instrument, then the Mortgagee, without
gonsent of or demand upon the Mortgagor and
without waiving or releasing any obligation or

default, may (but shall be under no obligation to)

advance such funds as may in Mortgagee's judgement ™

be needed for the purpese of performing such terms
or covenants and the Mortgagee may, in such event,
take auoh-other and further astion in the premises
as it may consider necessary or appropriate for
sguch purposes., All sume so advanced or paid by
the Mortgagee and all costs and expensges
(inocluding reasonable attorxney's fees and
expenses) so Incurred, together with interest

thereon at the rate set forth in the Moxtgage Note

from the date of payment of ineurring,

shall

-10=
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constitute additlional Indebtedness sscured by thia
Hortgage and shall be pald by the Mortgagor to the
Mortgagee on demand. e ——

--SEVENTH: ther Assurances; Add ion

gecurity: -—--- . —————
Phe Mortgager, abt lts expenses, will execute,

acknowledge, deliver and record all such
jnstruments and take all such actien as the
Hortgagee‘from time to time may reasonably request
for better assuring to the Mortgagee the property
and rights hereby mortgaged, pledged and assigned.
Without notice to or consent of the Mortgagor, and
‘without impairment of the lien of and rights andér
:this Horigage, Mortgagee may take (but the
. Mortgagor shall not be obligated té'furn;sh) from
the Mortgagor or from any cther perxson of persons
additienal securlty fox the Mortgage Note or for
the obligations of the Mortgagor sagured by the
assignment or pledge of tha Mortgage Wote) and

neither the giving of this Mortgage nor the

cfzﬁéf acceptance- of any such additional seaurity shall
C::)' Gh\ pravent the Mortyagee from resorting first te such
Al additional security, or to the security created by

this Mortgage, in either case without affecting,

the Mortgagee's lien and rights under this

Moxtgaga, ~———=s==mr——= ettt
--EIGHTH: Forgglosura Valuatiop: In compliance
with Artiole one hundred seventy nine (179) of the
Mortgage Law of Puarto Riovo (Aot Number One
hundred ninety elght [198] of August Ten [1o3,
¥insteen hundred seventy nine [19879]), the
Mortgagor hereby declares and agrees that the

value of the Moitgaged Property is as set forth in

-11-

W e S
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Paragraph Sixteenth hereof under the title
"Foreclosure Valuaﬁion". e e e e ————
——NINTH:l goreclosﬁre: In the event that the
Mortgage Note ié asslgned or pledged or othexwise
encumbered as collateral security for the payment
of any other note or debt of the Mortgagor or of
any other person, the Mortgagor agrees! ==————=———=
-==(a) That Mortgagee may foreclose this Mortgage
and may exsroise all other rights, remedies,
‘ powers and privileges provided herein or now or

hereafter exlsting at law, in equity, hy stétute,

or otherwise, without first foreclosing the plédge
6r other lien so constituted upon ths Mortgage ‘
.| Nota, to the same extent and wiﬁh tpé same force
|and effect as if thq_gortgqgg-woyé ﬁhﬂiheeq
T asslgned or transferréd directi&ltq:tng'Hoftgaéée
rather than assigned or pledged as~ collateral
gecurity, provided nothing‘ccntéiéeﬁ in this
Paragraph Ninth shall reliave tﬁé Mortgagee from
the obligation to comply with the terms of the

gﬁ pledge agreement or other instrument under which
C:jg?zzl\ the Mortgage Note is assigned or pledged.
Al ===(b) The Mortgagor will not sxercise any right

which e might have to gancel the record of the
Mortgage by reason of lapse of time counted from
the date of the constitution of the Mortgage
either under the provisions of Article One hundred
forty five (145) of the Mortgage Law of Puerto
Rico (Act Number One hundred ninety eight [198] of
August Ten [10]), Nineteen hundred seventy nine
[1979] or ctherwise and further agreee, whenever
requested by the Mortgagee, to execute and file in

the appropriate Reglstry, at Mortgagoxr's cozt and

-] 2=
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axpense, any and all supplemental instruments
which may be necessary ox convenlent for the
preservation of tha'lien of the Mortgage until
full paynent of the Mortgage Note or of the
obligations secured by any pledge of the Mortgage
Note or until Full payment of any other note or
debt secured by a lien on the Mortgage Note.
Without limiting the generality af the foregolng,
Mortgagor agrees that, unless the Mortgagee shall
gonsent in writing to the cancellation of the
Mortgage at an earller date, the Mortgage shall be
conclusively presumned to subsist for a perlod of
twenty five (25) years from the date oé its
constitution; and the Mortgagor does hereby waive
any right which he might otherwise have under said
Artiole One hundred forty five (145) of the 7
Mortgage Law to apply for an earlier cancella---
tion of the record of the Mortgage, =———rr--—---

~==(2) The Mortgagee may at any time, while any

Gr ‘| Judioial preceeding is pending relating to the
C:f;EZ?' Mortgage or to any note or debt gecured by a lien
&;\ upon the Mortgage Noke, including the pledge of

the Mortgage Note, petition the court having
jurisdiction in the premises to appoint. a receiver
for the Mortgaged Froperty, inoluding all rents,
iseues and profits therefrom, and sald recelver
shall have the broadest powers and fagultles ~
usnally granted teo a receiver by the court and his
appolntment sﬁall be made by the court as a mattex
of absolute right granted to the Mortgagee without

taking inte consideration the value of the
Mortgaged Property or the solvency of the

LMortgagor or of any other party to the action, and
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| the Mortgagor hereby consents to the appointment

of such a recelver and agrees not to oppose the

same. == -—- -

~-TENTH: Expenses: All costs and expenses of

this Daecd, of a certified wepy or copias thereof,

and of the registration of this instrument in the
proper public reglstry, all expenses or such
additional dooumentation as may_hereaftar be
required, including the reglstratilon thereof in a
proper public registry, if such be rgquired, and
a}l expenses of all documents of cancellation,

including the cost of ragistration thereof, shall

be for the aocount of the Mortgagox, —=—==w-=-=--= .

~-ELEVENTH: Definitions: As used in this

Mortgaga, the following terms’ are defined as

 follows: - - - e e

---{a) MImpositiong? shall mean all réal estate
and other taxes, all assessments mads (including,
wilthout limitatlon, all assessments for publlic
improvements, utilities, or benefits, whether or
not commenced or completed prior to the date
hereof or while this Mortgage is in force), water,
sewer, electrloity, utility and other rents, rataes
and charges, excises, levies, licence fees, permit
fees, inspegtion fees and other authorization fees
and other charges, in each case whether general or
special, ordinary or extracrdinary, or foreseen oxr
unforeseen of every character (including all
penalties or interest thereon) which at any time
are assesesed, levied, confirmed or imposed on ok

in respect of or be a lien upon (1) the Mortgaged

Property or any part thereof or any rentd, lssues,
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estate, right or interest therein ox (ii) any
ocoupancy, use or possegsion of or sales from the
Mortgaged Property or any part thereof or (lii)
this Mortgage, any Interest hereon or any other
payments due from the Mortgagoer under the terms of
this Mortgage; excepting, howevezr, the inche-

taxes now or hereafter imposed by the United

==={b} iTndebtedness™ shall mean (i) the
Impositions; {1i) principal and interest of the

Mortgage Note; (iiil) the credits referenced in
Paragraphe Thixd and Sixteenth of this Deed; and
(iv) any and all payments which Mortgagor is or
may be obliged to make under this Deed of

Mortgage. - e e
~~TWELFTH: cessors and Assicqns: All the teims
of this Mortgage shall apply to-aﬁd be hiﬁd{ng
upon the suogessors and assigns of the Mortgagor
and all persons o¢laiming under or thwough the
Mortgager or any such sucgeseoxr or asslgn, and
GT shall inure to the benefit of the Mortgagee.
¢ﬁ§37' ' Neither this Mortgage nof any term hereof may be
CZ?ZVQ\\ changed, waived, discharged or texminated
verbally, but only by an instrument in writing
signed by the Mortgagee, notlce of éhich is to be
endosed on the Mortgage Hote, —-s-w===ewme———ce—
~-THTRTEENTH: The Mortgage Note: The Mortgage
Note refarred to in Paragraph Second of this Deed

is literally transoriked herain as follows: ——--—-
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principal sum of SIX RUNDRED NINETY ELGET THOUSAND
DOLLARS (4698,000,00) with interest on the unpald
principal baland#e of this Note until paid, at the
rate of ten percent (10%) pezr annum from the datas
of this Mortgage Note until full payment hereof.
Interest hereunder shall ke payable monthly and
payments of interest and principal shall be made
at the office or domlolle of the bearer within the
Commonwealth of Puerto Rico, 6r at such other
place as the bYearer may, Lrom time to time,

designate in writing., ===rrm-—-—mosedmsm—— e

==3t mo time shall the undersigned be obligated or
required to pay interast at a rate which would
subject the holder of this Note to either oivil or
oriminal liability as a result of =aid interest
rate being in excess of maximum intersst rate
whion the undersigned is permitted to pay in
applicable law. If such were to be the case, the
interest rate payable hersunder shall be raduced
+o such maximum rate payable undexr the law and any
paydents received shall be applied to’the payment
of the principal due hersundelr,—-—r-——m==-==mmesmm==

=wTha undersigned heréby waive;presentmentm
protest, demand and notice of non-payment, —-eo=o-=

~-Payments of both principal and interest are to
be made in lawful money of the United States of
America, w-—=w-=—= - -_——

~-Thils Mortgage Note iz secured by a mortgage
constituted pursuvant te the terms of Deed Numbexr

mos e % Deed of Mortgage, exeouted on the
date hereof before the undersigned Notary Public,
and the bearer hereof is entitled to the benefit
and security provided for in sald Deed of
Mortgage. ———— ——

--In the event that the hoelder of this Note is
regquired to initiate lagal prooeedings for
gollection hereof, the undersigned agrees to pay
an additional liquidated sum equivalent to ten--—---
(10%) percent, -- - -
to cover attorney's fees, couxrt coste and
expenses. -

~=The undersigned hereby submits to the venue
selected by the bearer in oase of legal aotion
prought against the undersigned for the cellection
of this Mortgage Nota.

~-The undersigned hereby submits to the venue
selected by the bearer in case of legal action
brought against the undersigmed for tha colleotion
of this Mortgage Note. ==~----

-—In San Juan, Puerto Rice, this 30th day of

Margh=—-==rm=r== . 1992, "i:,’,f

FOTI INVESTMENTS, 5.B. —--x

Ry (el AR

=

=16-
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--Affidavit Numbar: 2852

~-Acknowledged and subscr%?ed to befora Mﬁ'in gan
Juan, Puerte Rlco, this 30th  gay of March,~----—-
1992, by ?\nﬂI&W Beri Poti,=-——r- e
of legal age, married, property owner and resident

of Guaynabg--—=———————m- - Puerto Rico, as ——wem—ea-
to me personally known. ———— —-_——

—-{8igned) Enrique Adsuar LOres -——-—-—-—r-wereec===- m_——

- ----Notary Publig =-m=w=i-—--—-

-=-(There appears stamped the seal af the
Notary.)"., =

—-~-FQURTEENTH: pDescription of the Mortgaged

Property: The oconplete description of the

Mortgaged Property (Propertles are} is as

follows: wmmmn—

--"URBANA: Solar nunmero oinco (5) de la
L . Urbanizacién Industxial San Rafael,.situada en la

. Ciudad de Ponce, Puerte Rioco, .odn una cabida
’ ‘superficial d&"dosz mil seisclentos ocho punte
yelntiune metreos cuadradoe (2,508.21 m.c,), en -
lindes pox el Norte, en sesenta y siets punto
catorce metros (67.14 m.) cgon solar 2els (6) de la
Urbanizaclén; por el Sur, en setenta y uno,punto
cero cinco metros (71.05 m.,) con solar &3 de
la Urbanizacién; por el Easke, en treinta y slete
punto setenta y tres metros (37.73 m.) con calle
nimers uno (1} de la Urbanizacidn; y por el Oeste,
en treinta y siete punto noventa y sels metros
(37.96 m.) con Ponce By Pass de la Carretera
mimeroc dos (2}, == - ————

~

-~The Mortgaged Property is registered at page 106

,/Qajéz overleaf of voluma 1654 of Ponca,; property number
C::)- g\ 31,929, Registry of the Property of Ponge, First
WP Section, ————

~~FIFTEENTH: XLiens and Engumbrances: The above
dasoribed Mortgaged Property 1s subject to
easements and restrictive covenants as it appears

from the Reglstry; and mortgage to guarantee a

mertgage note for the sum of Two Hundred Thirty

A AR

&5 ¢, Thousand Dollars ($230,000,00) payable to Royal
s )

J .

ff N A Bank of Canada. ~~=- ———

-17-
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~~SIXTEENTH: Yarious Sumg: ——-rer=—rroereereee———
---({i) The principal amount of the Mortgage Nota
is SIX HUNDRED NINETY BIGHT THOUSAND DOLLARS

($698,000.00) . -
~-(1i} The intereast credit is SIXTY NINE THOUSAND
EIGHET HUNDRED DOLLARS ($69,B800.00). —————————
-~(i1i) The oredit foxr additional advances g —-—-

SIATY NINE T OUSANb EXGHT HUNDRhD DOLLARS

($69,800.00Y, —--
=-=(iv) a credit for liquidated damages is SIXTY

NINE THOUSAND EIGHT HUNDRED DOL

‘TEEs,sou.OO).-

==(v} The foreclosure val ion ig the sum of —-~-—- ..

-=-GRVENTEENTH: Mortgagor Representations and
Warranties: Mortgagor represents and warrants
that: ==(i) It has good and lawful authority to

mortgage the Mortgaged Property in the manner and

form hereby moxtgaged. et e
--(11) ¥t will warrant and defend sald HMortgaged
Property against all and every persen or ReIrsons
claiming the same or any part thereof. ==——=—=ww—=-

-~EIGHTEENTH: ﬁgtica: All notices or demands in
writing sent through the mail te the owner of
racord of the Mortgaged Property or addressed to
said owner of the Mortgaged Property and sent
through the United States mall, shall constitute
suffioient notice on demand upon the debtox in any
of the cases required by this instrument or by the

relevant provisions of law.

—1g—
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—~NINETEENTH: Walver of Moratorium and —--—-=———=u

Redenption: e -

The Mortgagor, to the full extent that it may
lawfully do so, agrees that it will not at any
time insist upon, plead or in any way take
advantage of and walves any redemptilon, or
moratoriun law now or hereafter in force and
effect which would praevent o6xr binder thef
enforcement of the provisions of this Deed or any
|rights or remedies the Mortgagee may have
hereunder or by law. =—-——=====——————————am o
--TWENTIETH: Mortgage Interest Not Usurious: The .
Mortgagor warrants and represénts to tha Hortgageg
that no interest to be accrued and payable under
thies Mortgage is usurious under Puerto Rican laws
and regulations or othér applicable law and
regulations in effect on the dﬁte herof,—=====s==-=
--TWENTY FIRST: Indemnifigation:. The Mértgagor

. will proteot, indemnify and save harmless
(:éii;?\ Mortgagee from and against any liabilities,

ohligations, damages, penaltiass, claims, causes of

D

aoﬁion, coste, charges and expenses (including,
without limitation, reasonable attorney's fees and
expenses) which'may be imposed, upon or incurred
by ox asserted against Mortgagee by reason of (a)
any accldent, injury or damage to any person or
property occurring on or about the Mortgaged
Property or any part thereof; (b} any failure on
the Mortgagor to perform or comply with any of the
provizions hereof; (o) any necessity to defend any
of the rights, title or interest conveyed or

oreated by this Mortgage; or (d) the

non-compliance with any law or regulation relating
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Mortgage.===-= JE—

to the discharge of pollutants or the storage,

non-hazardous wastes on the Mortgaged Property. —-

--any amounts payable to Mortgagee under this

ten (10) days after written demand therefor by the

Mortgagee shall bear inte:est at the rate set

demand, and such amcunts, together with interest,

shall be deemed to be Indebtedness secured by this

-=THENTY SECOND: Cross Collateral:; Cirogs Defauli:

pledged by Mortgager to secure obligations of the

mortgagor or other parties under the terms of a |

constitute ocollaterxal secur}ty ‘for suoh
obligatlon, it being further ag‘i'_ee_d'that any
default under the terms of the secured
obligations, or ¢f any loan documents exeouted in
connection with the secured obligations, shall be
deemed and shall constitute, at Mortgagea's
discretion, a defauwlt under this Mortgage and the
Mortgage Note, ~————————mm e e e e o e e

~-TWENTY-THYIRD; Miscellaneous:
—--({a} The headings of the clauses of this

Mortgage have bhaen inserted for donvenience or
reference only and shall in no way define, modify
or restrict any of the provisions heregof; -—---—---
F===(b) If any one or more of the provisions

contained herein ox in the Mortgage Note shall ba

treatment or disposal of hazardous or

Paragraph TWENTY FIRST which are not paid within

forth in the Mortgage Note from the date of such

The Mortgage Note secured by this Mortgage may be

loan agreement or otherwise. It~1s the agreement .

of the partles hereto that tha Mortgage will-
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held invalid, illegal or unentorceable in any
respect, such validity, 1llegality orx unenforcea--

bility shall not affect any other provisions

hereof or thereof, but each shall be considered as

1f such illegal, invalid or unforeseeable

provision has never been includad; ——w—=em—mm—m———
---(c) No fallure or delay on the part of the
Mortgagee Iin exercising any power or right
hereunder shall operate as a waiver thereof or a
waiver of any other teim, provision or condition
hereof {no single or partial exerolse of any such
right or power shall preclude any other or further
exercigse thersof or the exeroilse of any othe;
right or power hereunder) and that all rights and
remedies of the Mortgagee hereundexr are cumulative

and ghall not be deemed exclusive of any rights or

remedies provided by law; ---
===(d) Should the Mortgagor satiefy the Mortgage
Note in the time and manner hexetofore set forth,
and conply with, and execute all agreements and
stipulations required herein, then the Mortgagee
shall execute in its favoxr the correspoending
release and cancellation of this mortgage hereby
waives the protection of any law that may recquire
the Mortgagee to execute in favor of the Mortgagor
such cancellation on any prior date, =—————-cmanaa

———————————————————— ACCEPTANCE

--The appearing parties accept this instrument in

all of its parts, as they find the same drafted in

Faccordance with thelr instructions and I, the

Notary, do hereby CERTIFY that I have advised the
appearing partles (1) that the preperties are

desoribed and the liens and enoumbrances are

-21-
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listed herein as reflected by certain title
searches and ;eports prepaxed by an indgpandent
third party and not by the undersigned Notary:
{ii}) that this desd must pe recordad in the
appropriate Registry.of Property: (1ii) of thae
possibility of intervening dooument; affeﬁting
title being presented.for necordation prigr .to the
execution aind/or presentation of-'this deed and of
the preferende or seniority that saild intérvening
liens and/or encumbrances may gain bi such prior
exacution or earliex preséntatién}uaiv¢ of .the
desirability ot verifying tha status of liens and
encumbrancas on the propertg as may appeaxr from
the Registry of Propsrkty on thistﬁﬁy and'af the
' adverse consequence which mayffesult.from the
'failure to do so; and (v)'pf'tha poseible

existence and pendency of additional unrecorded -

Cf gtatutory liens and real property tﬁxes (including
C:f;;%z; the statutory preférred legal weoitgage in favor of
the Conmonwealth of Puerto Rico) .———r—-wmoneomaaa.

-~The appearing parties, having read this deed,
ratify its contents, place their initials on every
page of thls instrument and sign before me, the
ﬁ£’§%¥ Notary who certilfy my acquaintance with the

appearing parties, their persconal clroumstances in

= /’G}Jh 19 accordance with their statements and all other

things herein contained, --~
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(firmado:) 2ndregrfiert ¥oti-———-=m-=-—-=-
Mig Artag-——semm o e T
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Exhibit 2

i FOR: $25,000.00 o PAYABLE: ON DEMAND

MORTGAGE PROMISSORY NOT

--~ FOR VALUE RECEIVED, the undersigned promise to pay to the
g Bearer hereof on demand, the principal sum of TWENTY FIVE THOUSAND
o DOLLARS ($25,000.00) in legal currency of the United States of
! America, at its domicile. The undersigned further promise to pay
i interest upon the unpaid pr1n01pal of this obligatiom, at a rate
¥ equal to twelve per cent (12%) per annum, from the date hereof
s until the date of full payment of this obligation. Interest hereon
K shall be payable on the first day of each month at the domicile of
the holder hereof.-~-rrrme oo

--- In case recourse to the courts, including any proceedings under
g the Bankruptcy Act by the holder of this Note becomes necessary in
3 order to collect the whole or a portiom of the amount of this Note,
,5 or in case of foreclosure of the mortgage securing this obligation,
i the undersigned agrees to pay the court's expensges, costs,
disbursements and attorney's fees which may be incurred in a
liguidated sum equal to ten per cent (10%} of the principal sum
outstanding under this Note, *which amount will become immediately
due and payable upon the filing of such proceedings. -------------

--- This Note is secured by a mortgage created and constituted by
Deed Number -1- , executed on January léth, 2001, before Notary
Public Francisco M. Vazquez Santoni. —----------mmmmmmm e

~-- No reference herein to the deed and no provision of this Note
or of the said deed shall alter or impair the obligation of the
undersigned, which is absclute and unconditional, to pay the
principal of and interest of this Note and the liquidated . amount
gtipulated for costa, disbursements and attorney's fees in cage of
judicial proceedings. ---=c--s-m--mm-mcmommee oo mmmmm oo

-—- This Note is a negotiable inStrument under the Negotiable
Inatruments Law of Puerto Rico and its negotiability is not
affected or impaired by reference to the mortgage deed. The
undersigned hereby irrevocable walve any right or defense against
any holder of this Note for reason of non-negotiability, --------

--- The undergigned hereby submit to the venue of any court -’
selected by the holder of this Note in case of legal action for its
collection, ~r——=——=--mm - m e e mm o m o m s m o m e

--- San Juan, Puerto Rico, this 16th. day of January, 2001.

INTERNATIONAL HOME PRODUCTS, INC.

By: P S i ST i
Andrew Bexrt Fotil
President

Affidavit Number _ 34,905

Andrew Bert Foti, of legal age,
& t of Guaynabo, Puerto Rico, as
RE INC., to me personally

“-- 8ubscribed to beE;;*"
married, executive gi
President of INTERY

known, in San Ju
2001.
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| RS HUMBER ONE (1) ~emmm—mmcmremnee
[ DEED OF MORTGAGE ---re----==mammnx
: ~-= In the City of San Juan, Commonwealth of Puerto
Rico, on this sixteenth (1l6th) day of January, Two
Thousand One (200Ll), -«=cuuecnmaccccusenresacaanm==
---------- FRANCISCO M. VAZQUEZ SANTONI -----e---~
<+ Atkorxney at Law and Notary Public in and for
the Commonwealth of Puerto Rico, with offices at
tha &ifetime Building, One Hundred Sixty Five
Quisqueya Avenue, in the Ward of Hato Rey, City of
San Juan, and with residence and domicile in the

game Cily, ~=--~-====----saedmmamooonnoas—aesooooo-

~-- AY THE SOLE PARTY HERETQ: INTERMATIONAL HOME
PRODUCTS, INC., Employer Social Security HNumbexr

66-025-7793, a Puerto Rice corporation, herein
represented by ita P:;esident mndrew Hert Poti, of
legal age, marxxied and a regident of Guaynabo,
puerto Rico, {hereinafter referred to as the
"MORTGAGORT} duly authorized and empowared to
axecute these presents as he will prove whenever it
may be necessary, as it appears from a Certificate
of Resolutioen signed by its Assistant Secretary
José Rivera Aponte, Affidavit Numbex "34,907 0,

bafore Notary Public Franelsco M. vizquez Santoni

on the sixteenth (léth} day of January, Two
Thousand One (2001) ,m==—==r-=mm-smmssmss=—msss eSS
--- The appearant agsure me that he is in the full
exercise of his civll rights without my Xnowing

anything to the contxary, and being in my judgment

~1-
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‘legally competent to execute this Instrument,
, Ereely
1

----- mmTmmessec-ess SETS RORTH: =-mms--mecoomaco..

=== EIRST: That the MORTGAGOR is the gwner of tha

property described in paragraph SEVENTH of this

Deed, hereinafter collectively referred to aa the
“MORTGAGED PROPERRTY",

--- SECOND: Thakt the MORTGAGOR, for the purpose of
raising funds with which ko obkain cxedit, pay off
pending %ndebtedness, or for the purpose of
covering other obligations connected with the
operation and functioning of its business, has
issued on this data a promissory note in the amountc
of TWENTY FIVE. THOUSAND DOLLARS ($25,000.00),
payable to the hearer on demand, and bearing
interest at a rate egqual to twelwve per cent (12%)
per annum, from the date hereof untll the date of
full payment of this obligation, hereinafter
referred te as tha "Note". The Note literally
1: transcribed xeads as follows: ------—-=manumaoooo

-~-"MORTGAGE PROMISSORY MOTE:-FOR: $25,000.00-=-—-
PAYABLE: ON DEMAND ~--==-~---=mmommsam oo oeaos

--- FOR VALUE RECEIVED, the undersigned promise to
pay to the Bearer hereof on demand, the principal
aum of THENTY FIVE THOUSEND DOLLARS {$25,000.60}-in
lagal currency of the United States of America, at
its domiclle. The undersigned further promise to
pay interest wupen the unpaid principal of this
obligation, at a rate equal to twelve per cent
. [12%) per annum, from the date hereof until the
date of full payment of this cobligation. Interest
hexeon shall be payable on the first day of each
month at the domicile of the holder hersof.-----~-=

=--- In case recourse to the couxts, including any
- proceedings under the Bankruptcy Act by the holder
of thls Note becomes necegsary in oxder ko collect
the whola ox a portlon of the amount of this Note,
or in case of foreclosure of the mortgage securing
thie obligation, the undersigned agrees to pay the
courk's  expenges, coskts, disbursements and
attorney's fees which may ba incurred in a
liquidated sum equal to ten per cent (10%) of the
principal sum outstanding undexr this Note, which
amount will become immediately due and payable upon

3.
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the filing of such proceedings,

--- This Note is secured by a mortgage created a

. constituted by Deed Number -J.-—---g ? executed gg

: January léch, 2001, before Notary public Francisco
M. Vizquez Santoni., ~me---a-aooooll_JD00 JTS_TTEC0

--- No reference herein to the deed and no
provision of this Note or of the said deed shall !
alter or impair the obligation of the undexsigned,
which 1s absolute and unconditional, to pay the
principal of and interest of thisg Note and the
liquidated amount stipulated for ' costs,
disbursements aud attorney's Zfees 4in cage of
judicial proceedings. -----Z--_ T 0 T __IT7F ¢

--- This Note is a negoktiabls instrument under the
Negotlable Instruments Law of Puerto Rico and its
negotiability is- not affected or impairad by
reference to the mortgage deed. The undersigned
hereby irrevocable " waive any right or defense
against any holder of this Noke for reason of
non-negotiability. -~-=-a--o.2 SRR LT T TP G

--~ The undersigned hereby submit to the vere of
any court selacted by the holder of this Note in

case of lagal ackilon for its collection. ~-c—eeowom.
~-- San dJuan, Puerto Rico, this 1&th, day of
January, 200L, ----m-asae—eamoaoLL o L2 T
-~- INTERNATIONAL HOME PRODUCTS, INC. wrecmecccanaa
-~~ [(Signed) By: Andrew Bert FOEL —=-mccememoecoaoo
------------------- President «---memamccimmmmano
Affidavit Number 34:905 @ creucamceedme e ioee

--- Subscribed to bafore me by Andrew Bert Foti,
wmarried, of legal age, exscutive and a reaident of
Guaynabo, Puerto Rica, as President of
INTERNATIONAL HOME PRODUCTS, INC., Eo me personally
kmown, in San Juan, Puexto Rico, on this 16th. day
Of January, 2001, == -r~--mme e a0

--=- (Signed) Francisco M. Vazquez Santoni ------
NOEALY PUBLiC.T memsomammm— ;oo ;o e

--- (There appears affixed the Seal of Ethe
NOLRYY ) - —— == e e e e mmm e e e

-~ THIRD: That in order to guarantee tha total
and comélete paymené foxr the prineipal sum of the
Note amounting to TWENTY FIVE THOUSAND DOLLARS
($25,000,00), interest thereon at a rata equal to
twelve per cent (12%) per annum, from the date
hereof until the date of full payment of this
obligation. Interest shall be payahtle on the first

‘day of each month in the place as may provided for

-3~
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payment of the principal by the holder hersof unkil
the toral satisfaction of same, and to further
Ssecura an additional amount of THO THOUSAND FIVE
HUNDRED DOLLARS (42,500.00}, to cover' interest in
addition ko those secured by law, and the sum of
. TWO THOUSAND FIVE HUNDRED  DOLLARS ($2,500.00)
! which the debtox undertakes to pay as a Iiquidated
amount without necessity for Zurther liquidation |
and approval by the c¢ouxt te cover costs, expenses i
and attorney's fees in the event the holder of the
Note has Lo take recourse to foraclosure or
judicial eollection thereof, and to further secure
the amount of THO THOUSAND FIVE HUNDRED DOLLARS
(52,500.00), which is stipulated to cover any other
advances that may be made under this contract in
addition to the amounts stated in the promissory
Note aforesaid, MORTGAGOR by these prasents
constitute a mortgage upon the MORTGAGED PROPERTY
hereinafter described in paragraph SEVENTH, .in
favor of the owner, holder or bearer of the
T aforementioned mortgage promissory Mote, including
all of its bulldinga, machinery, installations and
any other building or buildings, and structures
that may be constructed on said MORTGRGED PROPERTY
_i.n the future, and which belong or may belong to
the MORTGAGOR herein during the perioed of tima that
- the mortgage 1s in effect, including all of jits
uses, servitudes and other appurtenances, as wall

as lts rents and the products of the same and all

" apparatus and installations of any kind for the
i furnishing and distxibution of heat, refrigeratiomn,
|1:‘.ght, water or power and all the services and
!necessary installationa predently inatalled upon or

which may in the future be inatalled upon sald

d-
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" MORTGAGED PROPERTY by the MORTGAGOR nerein and, in

general, upon all of che property, right, title and
intereat that the execukbing party may have in said
MORTGAGED PROPERTY . - - ——mmmus - e
~== FOURTH: Por the consideration heretofors set
forth, the MORTGAGOR is obliged and wndertake to: -
----- A. Comply with all laws, ordinances and
regulations affecting the MORTGAGED PROPERTY or its
use; will permit the Mortgagee, its agents and
representatives, to inspect such property at any
time; and will comply with all reasonable
requivements by the mortgagee with respect to such
PrOPeLY . o mr e e e oo
----- B. The MORTGAGOR will pay all taxes,
agsepyments and similar charges levied and assessed
ox which may be hereafter levied and aseesssd
against the MORTGAGED PROPERTY, or any park
thereof, or upon the possession, use or operatlon
thereof and in the event that MORTGAGOR shall fail
ke pay any tax, assessment or similarx charge, the
Mortgagee may, at ite optlon, but without being
obligated to do so, pay the same, and the MORTGAGOR
shall reilmburse the Morkgagee f£or such advances, on
demand, -togather with interest at the same rate
stipulated on the Note secured by this Mortgage
from the date of disbursement by the Mortgagee
until fulll payment of the amount so reilmbursed. ---
----- ¢. Mo waiver by the Mortgagee of any default
by the MORTGAGOR in the strict and literal
performance of or compliance with the provigions of
the Note aund of the Mortgage shall be deemed to be
a walver of strict and literal parxformance of and
compliance with any other provisions thereof or to

be a waiver, or in any manner release the MORTGAGOR

:ﬁ4/25/13 Entered:04/25/13 }8:15:24 Desc: Main
1t L
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r

from che strict and :iteral performance of and

compliance with any such provisions in the future;
nox shall any delay ar termination of the Hoxtgagee
to exercise of any such vight aceruing to it
thereafter, :
The sum stipulated in Paragraph THIRD for
costa, expenses, disbursements and attorney's feas
in case of foreclosure or othexr legal proceedings,
ineluding any proceedings under the Bankruptcy Act,
for the collectjon of the principal of, and
interest on, the Note, 15 a ligquidated sum and is
payable up to ten per cent (10%) of tllme amounts
claimed, demanded or sued for, upon the mere filing
by the Mortgagee of such foreclosure of other
judicial proceedings or oﬁ any proof of claim under
the Bankruptey Act to obtain payment of the Note
and/or the Morl:gagé, all without need of judielal
determination, which the MORTGAGOR hereby expressly
WALVES . mo oo e e Trmm—————
) EEEE E. The Mortgage is extensive to and shall
cover any and all improvements, accessions,
building and appurtenances now ox hereafter
incorporated to the MORTGAGED PROPERTY until sither
the principal of and interest on the Note is paid
in full or the Moxtgage is released by the
Mortgagee, The Moxtgage consl;itul:ed by this deed is
z also extensive to and shall cover pending fruita
and rents not cclleclj_ed at Vr_he time of the maturity
of the Note, and to the value of tha indemnities
granted or due to the MORTGAGOR oxr to the ownex of
the MORTGAGED PROPERTY by underwriters of the
MORTGAGED PROPERTY or by virtue of condemnation foxr
purposes of public utility. ~------e-mmmmmaa

----- F. The mortgage creditox may at any time,

“fn
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while  prosecuting Judicial ; ‘oceedings in

connection with this Mortgage, petition che court
having jurisdiction in the premises to appoint a
Receiver for the MORTGAGED DROPERTY including
rents, issues, profits or yielda of any nature !
derived from sald MORTGAGE PROPERTY, all of which
are expressly morkgaged in the game manner ag if !
they had been specifically itemized in the clauses
of this deed, and sald Receiver shall have the
broadest powers and faculties usually granted ko a
Receiver by the courkt and hig appointment shall ba
made by the court as a matkter of absolute right
granted to the mortgage creditor withouk taking
into consideration the valus of the MORTGAGED
PROPERTY or the solvency or insolvency of tha
MORTGAGOR or the defendants; and all sald rents,
issues, income and profits shall be employed by the
Receiver in conformity with the terms of this
Mortgage and rulings of said court. i mmaman
----- G. 24l1l of the expenges of this deed, the
expenses of a certified copy for the mortgage
creditor duly recorded in the Registry of Property
and all of the costs for the cancellation of the
Moxtgage in due time, as well as all taxes
presently levied or that in the future may be
levied on the principal of thie Mortgage and its
- interest, shall be paid by the MORTGAGOR, --~=w~==
----- H. In case of (a} a breach of any of the
conditions of this Mortgage ox failure to make any
payment on the part of the MORTGAGOR, ox (b} in the
event the amounts heretofore set forth are not
promptly pald without demand or notice, or {e) in
the event any or all of the stipulations,

agreements, conditions or covenants of the
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—
aforemencioned promissory Note or of -

his mortgage
are not duly, promptly and wholly complied with, ox
i{d} in the event of attachment of the MORTGAGED
|PROPERTY for the collection of the taxes or charges
asgessed upon the same, or {e] in the avent of
1 'adjudication in bankruptcy of the MORTGAGOR or o'f
any of itg successors in title of a voluntaxy
petition in bankrupt:cy, or a petition for
regrganization oxr for arrangement proceedings in
accordance with the provisions of the 2acts of
Congress relating to bankzuptey; then in any or all
of said events the hoktal amount owed by virtue of
the mortgage promissoxry Note above mentioned with
accrued interest to that date, and all of cthe
amounts secured by this Mortgage shall be
considered due, demandable and payable at the
option of the Mortgagee as fully and wholly as if
it had originally been stipulated that all of the
said sums would be due on that date, regardless of
any statement to the 'cont:raz:y in the saiq
promissory Wote or in this Deed, and from that date
on or afterwards at any time, at the option of the
Mortgagee, and with out notice or demand
whatsoevef, the mortgage creditor may Ilnatitute
such judicial proceedings as -may be necessary in
the same manner as if the sume secured by this
- Instrument had 'becotne due before the institution of
said proceedings. The mortgage cxeditors may also
foreclose the mortgage for the amount thus declared
, due and payable and the MOR‘I‘GAGéD PROPERTY shall be
sold to obtain satigfaction thersof and payment of
the amounts claimed plus coats, expenses
digbursements and attorney's fees. ~reoemcm-muo .-

----- I. In compliance with the provisions of
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.[;:icle Number One Hundred Seventy Nine (179} of
ithe Mortgage Law of Puerto Rico, 1t ia hereby
\ \ declared that the MORTGAGED PROPERTY has a value of

i TWENTY FIVE THOUSAND DOLLARS ($25,0000.00) ,-eceees

i ----- J. It is stipulated and agreed that in case

i . that the promissory Note secured by the mortgage

I ) conatituted by this Deed be Pledged or given as
collateral to sacurs any indebtedness or obligation
of kthe MORTUAGOR or of the holder of tha saiq
mortgage promissory Note, the pledgee or creditor,
as holder of the said Note, may join in the acticn
for the collection of the indebtedness or
obligation gquaranteed by the sa:éd pledge, or
collateral, and any action to collect slso the
aforementioned moxtgage pPromissory Note and for the
foreclosure of the mortgage created by this beed
guaranteeing the same, so that with the procaeds of
the said foreclosure he may collect and be paid in
full the amounts claimed and owing to him by virctue
of the indebtedness or obligation quarantesd by the
r said pledge ox collateral. =-----ewmocmmncooam .
----- K. The MORTGAGOR will keep the improvements
now existing or hereafter erscted on the HOR'I’GAGEDl
PROPERTYIinsured as may be required from time to
time by the Mortgagee against loss by fire and
other hazards, casualties and contingencies in such
B amounts and for such pericds as may be required by
the Mortgagees and will pay promptly when due any

premiume on such insurance, provisions for payment

of which has not been made hereinbefore. Al
insurance shall be carried in companies approved by
the Mortgagee and policies and renewals theresof
shall be held by the Mortgagee and have attached

thexeto loss payable clauses in favor of and in

-

N
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- . .
I0rm acceptable to the Martgagee. =-n the event of

iosg, WORTGAGOR will give immediate notice by mail
to the Mortgagee, who may £ile broof of loss if. .nat

imade promptly by khe MORTGAGOR and each insurance N

. Company concemmed is hereby authorized and directed l'

. te make payment for such loss directly to the
I EMortgagee instead of ko the HORTGAGOR and the
Mortgagee jointly, and the insurance proceeds or

I any paxt thersof may he applied by the Mortgagee,

at its option, either to the reduction of che

' indebtedness hereby secured or to the restoraktion

of the property damaged, tha surpius, if any, ko be
returned to the MORTGAGOR. In the event of
foreclosure of this mortgage or. other transfer of
title to the MORTGAGED PROPERTY in extinguighment
of the indebtedness gecured hereby, all rights,
title and interest of the MORTGAGOR in and to any
insurance policies then in force shall pass to the
Puxchaser or grantee. --mw--ewoemeoaooan oo ___
--~ FIETH: It is stipulated and agraed that if the
MORTGAGED PROPERTY or any part of the parcel
thexreof is condemned, sold or otherwlse dispoged of
or acquired by the United States of America, Lhe
Commonwealth of Puerto Rica, or any other
Municipality of Puerto Rico, including, but without
limitation, any of their respective agencies,

- dependencies, authorities or Inakrumentalities of

| any publie corporation, or iIf in any other form or

- —

wanner the MORTIGAGED PROPERTY, oxr’ any porxtion ox
parcel thereof, is dedicated to public use or for
| i public purpose, then, in that event, the texm for

[ payment of the mortgage Note secured by the I

lmoxtgage lien created by virtue of thig Inatrumenk

f

éshall by =xeason thersof expire and Gthe said '
| !

“10-
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mortgage note shall become itmediately dua and
payabla, it being scipulaced and agreed that in che
t8vent the total amount of any compensation payable,
Ior which may belong, to the MORTGAGOR by virtue of
[such condemnation, or as the purchase price of such
sale, disposal ox acquigition, shall belong ko angd
|shall be paid and deliveredq exclusively to the
Imortgage oreditor directly by the condemning
'agency, by the purchasex or, in default thereof, by
the Court wherein the condemnation proceedings may
have been filed or axe pending. The mortgage
i _rereditor shall in the event of such payment, apply
khe amounts received to pay first 21l interest
accrued pending payment on the dake thereof and,
secondly, to pay the Principal of the mortéage note
or as much théreof &s possible with the proceeds
available, and in the event of a surplus, to ray
such surplus te the MORTGAGOR , The MORTGAGOR
hereby consent that payment; and delivery to the
mortgage creditor be mads of such compensation or
broceeds, further authorizing the mortgage creditor
to make request for sﬁch payment and delivery, and

in the event thereof, to appear before and request

such payment and delivery from the Court wherein

the condemnak fon proceedings may have been filed or

i are pending, and in the name of the MORTGAGOR to

= ]execute and deliver the proper receipt and/or

lNletter of payment for the amounts received, with

full power ko endorse, collect and effeckt paywents,

in the name of the MORTGAGOR, of any checks or

| i other orders of payment which may be delivered by
¥eason thersof. -~~c---omamm oL ~
- SIXTH: (a} Where the context so requires, the

fsingular shall include the plural and the plural

L |
13-
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the singular, and the use 2f sicler gender shall
include both genders; (b) any reference to a number

of days mean calendar days unless the contrary is

l;exprassly stipulated, and (c) the captions Lo vhe
-paragraphs of this Instrument have been inserted

for convenience only and as means of referring to

l.l:‘hem and are not to bas interpreced ag stipulations

tof this Instrument. =-meweoowoo . _____ . ___

c-- SEVENTH: The MORTGAGED PROPERTY is described
in the Spanish Language a8 £0110WS: “—cavaeemeo oo oo

URBANA: Solar radicado an la Urbanizacisn Héccor A,
Pifiexo situada en los Barric Martin Pefia y Hato Rey
de San Juan, que se desoribe con al ndners ¥ Area
colindantesg siquientes, solar Doce guién Trece
(12-13} del Blogeu *B" ge esta urbanizacién y con
un drea superficial de dos mil tregcientos ochenta
¥ einco punto diez (2,385.10} mecxos cuadrados. En
lindes por el NORTE, en cincuenta Y tres punto
veintiocho (53.28) metros con la calle Quisqueya;
Por el SUR, en Exeinta Y sels punto setenta Y cinco
metros (36.75m.) Con el solar niimere dieciséls (1g)
Y en distancia de dieciséig metres (16.00m.} Con el
solar nimero treinta ¥ tres (33); por el ESTE, en
guarenta y dos punto sesenta metros (42.60m.} con
la calle San Juan; y por el OESTE, en veintign
punto veintiocho metras (21.28m}) con el agolar
treinta y dos 932) y en uma distancia de treinta Y
uno punto cincuenta metros (31.50m.) Con el solar
Iimﬁmez:o once (11) del Blogue "BW, ~e-oiocooeeoon

--~= Inscrita al folio doscientos ochenta ¥y uno
(281} del tomo mil doselentos setenta y dog (1,272)
de Rio Piedras, finca ndmers treinta y cinco mil
cuatroclentos seseanta Y uwno (35,461}, Reqilstro de
la Propiedad de San Juan, Seccién Sequnda. ~=----aa
--- EBIGHTH: The above deacribed Praperty was
acquired by MORTCGAGOR, as ik appears from Deed

Numbar One (1) executed in San Juan, Puerto Rico,

- jon the firet (1st) day of March, Nineteen hundred
i .

and ninety {1990), before Notary Public José B.
I "Rios, recorded at page two hundred eighty one {281)
of volume ocne theusand two hundred seventy two
+ {1272} of Rio Piedraa_Norte, property number thirty
| five thousand four hundred sixty one (35,461),w-an
. NINTH: The above described Praperty is subject

‘to a mortgage securing six (6) mortgage notes in
1

L

——— e — e ———

=13«
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-_
"the sum of Forey Thousand- Dellars

1540,000,00)

‘each, Eor a coral of THO HUNDRED FORTY THOUSAND

DOLLARS (5240,000.00) guarantsed by Deed Number One
(1), executed on cthe firxst day of March, Nineteen |

hundred and ninety {1920) before Notary Public José
E. Rios.

--- Said moxkgage is in the procesa of being

canceled by judicial proceedings. :

=== I, the Notary, do hexreby CERTIFY that I advised

the appearing party herein of tha legal effects of
the present document which was executed hafore me
by sald party, who walved his right to have
attestiﬁg witnesses for this execution after having
been advised by me of such xight, =~--ceceancorenn.
=== I, the Notary, further CERTIFY AND ATTEST that
the appearing parties stamped the initials of kthe
name on every page of this beed and signed the
same, and as to my personal acquaintance with the
appearant, as to their personal qualifications ;.n
accordance with their stateéments, as well as to
everything else hereln contained and alleged, 1,
the subscribing Notary, CERTIFY AND ATTEST. —r==a--
--~= SIGNED: ANDREW BERT FOTI--~<-vwe-=mmasoceoeoa
~--= BIGNED, SBALBD, MARKED AND FLOURISHED -==wv-=n-

--------- FRANCISCO M. VAZQUEZ SANTONT -—-mmmssx---
----------------- NOTARY PUBLIC =m==smmm—mmromaeeo
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FOR: $115,000.00 PAYABLE: On demand

MORTGAGE PROMISSORY NOTE

--- FOR VALUE RECEIVED, the undersigned promises to pay FIRSTBANK
PUERTO RICO, or order, the principal sum of ONE HUNDRED FIFTEEN
PHOUSAND DOLLARS ($115,000.00) in legal currency of the United
States of America, at its domicile. The undersigned further
promiges to pay on the first day of each month hereafter, interest
upon the unpaild principal of this obligation, at the rate of twelve
per cent (12%) per annum from the date hereof unti) the date of
. full payment of this obligation, Interest hereon shall be payable
in the same place as is hereinabove provided for payment of the
principal hereof. ------=r------s-ooooooosemooooooSEESEnomTIToETES

' .-- In case recourse to the courts, including any proceedings under
the Bankruptcy Act by the holder of this note becomes necessary in
order to collect the whole or a portion of the amount of this note,
or in case of foreclosure of the morktgage securing thig obligation,
the undersigned agreea to pay the court's expenses, costs,
disbursements and attorney's fees which may be incurred in a
liquidated sum equal to ten per cent (10%) of the principal sum of
this NOTE, which amount will become immediately due¢ and payable
upon the f£iling of guch proceedings, --==---=---s-------ossssosoos

--- This NOTE is secured by a mortgage created and constituted by
Dead Number 93 ——-— exmcuted on February 14, 2001, before Notary

Public

--- No reference herein to the deed and no provision of this NOTE
or of the said deed shall alter or impair the obligation of the
undersigned, which is absolute. and unconditional, to pay the
principal of and interest of this NOTE and the ligquidated amount
stipulated for costs, disbursements and attorney's fees in case of
judicial proceedings. -----====-=-=--osssssosoommmoSooommmoseeooos

-—- This NOTE is a negotiable instrument under the "Negotiable
rnatruments Law of Puerto Rico and its negotiability is not
aFfected or impaired by xeference to the mortgage deed. The
undersigned hereby irrevocable waives any right or defense against
any holder of this NOTE for reason of non-negotiability. -=--~-==--

--- The undersigned hereby submits to the venue of any court
gelected by the holder of this note in case of legal action for its
collection., —-—=-mmmm e e e e e m e mm
--- San Juan, Puerto Rico, this 1l4th day of February, 2001, -----

INTERNATIONAL HOME PRODUCTS, INC.

By: S AT o

Andrew Bert Foti
President

-— gubs- me py Andrew Bert Fotl, of legal age,
marr%ed j Puerto Rico, as
Presid ( I RN to me personally
known, fSan Juan, ; ig 14th day_cof February,

LIRCE 5 g
NEFrarng




Case:12-02997-ESL11 " Doc#:439 Filed:Q4/25/13 Entered:04/25/13 18:15:24  Desc: Main
’ " Document - Page 69 of 99 -

i

: By virtue of Deed Number 94 of even date herewith executed
before the undersigned Notary Public the rank of the mortgage

which secures the
thie date on the m

payment of this Note is equalized so that Ffrom
ortgages in the principal sum of $1,000,000.00,

$270,000.00 and $1,230,000.00 and the mortgage in the principal

sum of $115,000.00 share eqgus

Juan, Puerto Rico thig 14th \ds

of First Mortgage over the
above ment d~deed. San

\

A

5
Notary Publ
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NUMBER WINETY THREE (93)

DEED_OF MORTGAGR - =-=--=====mm=
=== In the City of San Juan, Commonwealth of Puexto
Rico, on this fourteenth (14th) day of February,

Two Thousand One (2001} .

_________________ ~ BEFORE ME
FRANCISCO M, VAZQUBZ SANTONI

=== Attomey at Law and Notaxy Publio in and for
the Commonwealth of Puerto Rico, with offices at

the Lifetime Building, One Sixty Five ({165},
Quisgueya Avenue, in the Ward of Hato Rey, City of
San Juan, and with residence and domdcile in San

Juan, Puerto Rico,

-== A8 THE SOLE PARTY HERETO:
PRODUCTS,

INTERNATIONAL HOME
INC., Employer Soclal Security KRumber

66-025-7793, a Puerto Rico corporation, herein

represented Dy its president Andxew Berxt Foti, of
legal age, married and a regident of Guaynabo,

Puerto Rico, {hereinafter <referred to as ’tha

'MORTGRGOR') duly authorized and empowered to
execute these presents ag he will prove whenever it
may be necessary, ag it appears from a Cextificate
of Remolution signed by its Asslstant Sacretary
José Rivera Aponte, Affidavit Number " 34,946 °,
before Wotary Public Francisco M. Vazquez Santoni
{14™) Two

on the fourteenth day of February,

Thousand Cne {2001} .==r-“=-—=m==rr————su=m=ss=o=ns

" wm- The appearant agsures me that he is in the full

exercise of his civil rights without my knowing
anything to the contrary, and being lun my Judgment
legally compstent to execute thisg instrument, he

]18:15:24 Desc: Main
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I

itha' “MORTGAGED PROPERTYH ' ---

--- FIRST: ; 4 :
FIRBT: That the MOR'I:‘f!.’-AGOB is the cwner of the

property ox propertiéa‘-.dascr’ihad in paragraph

-BEVENTH of this deed, hereinafter raferred ‘to -as

~== SECOND: That the M(%RTGAGQR, for the purpose
of raising funds with wh:']cﬁ to obtain eredit, pay
off pending indeb\:ednesa; or for the purpose of
covering oather obligat:igm connected with the
oparapion and functionidy of its business, has
i1ssued on this date a proﬂissory nota in the amount
of ONE HUNDRED ?I?i'EEN THOUSLND DOLLARS
{5115,000.00), payal;le to FIRSTBANK PUBRTO RICO,
and bearing interest at tﬂu&_z rate of twelve per cent
{12%) per annum, from theidata hereof and until the
total satisfaction of :tha game, hexeinaftex
referred to as the "NOTEY . Toe NOTE literally
transcribed xzeads as Follows: ---=-==-=-==c=-r----

!
--- WMORTGAGE PROMISSCRY NOTE: - FOR: $115,000.00
PAYARLE: On demand =----=---se=m=rmemossssoooosononan

~-- FOR VALUB RECEIVED, the undersigned promlses to
pay FIRSTBANK PUERTO RICQ, or order, the principal
sum of ONE HUNDRED 'FIFTEEN THOUSAND DOLLARS
{$115,000.00) Iin 1legal |[ourrenoy of the United
States of America, at its|domicile. The undexsigned
further promises to pay 'on the firat day of each
month hereafter, interestiupon the unpaid principal
of thiz obligation, at the rate of bEwelve per cent
{12%) per annum from the {date hereof umtil the date
of Ffull payment of this obligation. Interest
hereon shall be payable in the same place as is
hereinabove provided for)payment of the principal

hergof., wemmm-—cm-ccmcsmmar e oo s s eSS m S S S

--- In case recourse to khe courke, inoluding any
proceedings under the Bankruptcy Act by the holdexr
of this note becomes necessary in order Lo collect
the whole or a portion of the amount of this note,
or in case of foreclosure of the mortgage securing
this obligation, the undersigmed agrees to pay the
courkt's expenses, costs, disbursements and
attorney's fees which .may -be incurred in a
liquidated sum equal to ten per cent (10%) of the
prinoipal sum of this NOTE, which amount will
become immediately dua and payable upon the £iling
of such proceedings. B LT et

!
--~ Thig NOTE is segured!by a mortgage created and

¥

b
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constituted by Deed Numbar 93— ¢xaguted on

February 14, 2001, before Nota 1
M. Vizquez S‘antom{. ----------- 13 ..f?f-if-?ff??fff?

-~= No refersmce herein to the deed and no
provision of this NOTE ox of the said deed shall
alter or impair the obligation of tihe undersigned,
which is absolute and unconditional, to pay Ethe
principal of and interest of this NOTE and the
liquidated amount atipulated for cogta,
digbursements and attorney's fees Iin cage of
judicial proceedings, -ww--meao- ol T0 77T 7T

-~- Thigs NOTE is a negotiable ingtrument under the
Negotiable Instruments Law of Puerto Rico and ite
negotiability 1s not affected or impaired by
reference to the mortgage deed. The undersigned
hereby irrevocable waives any right or defense
againat any holder of this NOTE for zeason of
non-negotiabiliby. --=s-mmemomommeen L

--- The undersigned hereby submits to the venue of
.any court selected by the holder of this note in.
case of legal acktion for its collection. -—--sm--m-

--- 8an Juan, Puerto Rico, this 14th day of
February, 2001, ==-mwemsosoo oo D

--- INTERWATIONAL HOME PRODUCTS, INC, --mewmm=maa-

--- {8lgned) By: Andrew Bert FOtl ----ararmemm-wax
------------------- Bregident w-=-s----mommemanoean

Affidavit Numbar _34.948 2 <=—cc—meccccmmmenm————

==~ Subscribed to beflore me by Andrew Bext Fobi,
warried, of legal age, execuklve and a resldent of
Guaynabo, Pusrto Rico, asg Presldent of
INTERMATIONAL HOME PRCDUCTS, INC., to weé personally
known, in San Juan, Puerto Rico, on this-i14th dey
of February, 2001, ==mr---acesmram—snomcsncenoe——a

-=--- (Signed} Francisco M. V&zquez Santoni
Notaxy Public.? -r-—=---c---e-mm—oommeaaann

--- (Thexre appears affixed the BSeal of the
Nobary) . ====s=emrm e m o m oo n i n

~=~ THIRD; That in order to gquarantes the tota;
and complete payment for the principal sum of the
NOTE amounting bo OWNE HUNDRED FIFTEEN THOUSAND
DOLLARS (§115,990.00}, interesat thereon at the rate
of twelve per cent (12%) per amnum from the date
hareof until the total satisfaotion of same, and to
further secure an additional amount of EBLEVEN
'I‘HOUBAND.FIVR HUNDRED DOLLARS (I$11, 500.00} to cover
intereat in addition to those seoured by law, and

the sum of ELEVEN THOUSAND FIVE HUNDRED DOLLARS

-
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{$11,500.00) which the débtor undertakes to p'ay as
& ligquidated amount without necessity for further
liquidation and approval by the court to cover
coats, expenges aind attoxmey's fe‘as in the event
the holder of the NOTE has to take recourse to
foreclosura or judicial collection thereof, and to
further secure the amount of ELEVEN THOUSAND FIVE
HUNDRED DOLLARS ($11,500.00) which is stipulated to
cover any other advances that may be made under
this contraot in addition to the amounts stated in
the promissory NOTE aforesaid, MORTGAGOR by these :
presents constltutes a moxtgage upon the HORMGBD
PROPERTY hereinaft?er dascribed in paragraph SEVENTH
ir; favor of the owner, holder or bearer of the
aforementioned mortgage promisgory NOTE, including
all of its buildings, wachinery, imstallatlons and
any other building ox buildinge, and ebructures

that may be comstructed on.said MORTGAGED PROPERTY

or in the buildings existing on the same, or which
may be constructed thexeon in the future, and which
belong ox may belong to the MORTGAGOR herein duxing
the periocd of time that the moxtgage is in effeoct,
including all of its uses, servitudes and other
appurtenances, as well as its renta and the |
producta of the same and all apparatus and
installations of any kind for the furnishing and
distribution of heat, refrigeratiom, lighk, watex
f:; or. power and all the services and neceasary
ingtallations presen_\:ly installed upon or which may
in the futu:;:e be inptalled upon sald MORTGAGED
PROPERTY by the MORTGAGOR herein and, in general,
upon all of the propexty, right, title and interest
that the executing parky may have in gaid MORTGAGED

PROPERTY, ==mesmemmos——ss—as-s—=-osssssssssonmousnmes

==~ EQURTH: For the consideratioﬁ haretofore set
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[furth, the MORTGAGOR is obliged and und;rt;::s to:
----- A, Comply with all laws, ordinancas and
regulations affecting the MORTGAGED PROPERTY or itg
use; will pexnit the Mortgages, its ag'ent:s and
representatlves, to inspect such property at any

time; and will comply with all reagonable

requirements by the mortgagee with regpect to such
PLOPRTEY . — ==~ mmm e e e
----- B. The MORTGAGOR will ray all taxes,
assesamente and similar charges levied and asses;ad
ox which may be hezeafter levied and amsessed
against the MORTGAGED PROPERTY, or any part
theréof, or upon the possession, uss or operation
thexeof and in the event that MORTGAGOR shall fail
Lo pay any tax, assessment or similar chatge, the
Moxtgagee may, at its option, but without baing
obligated to do so, pay the same, and the MORTGAGOR
shall reimbuxse the Mortdagee fox such advances, on
demand, together with interest ak the same race
stipulated on the NOTE mecured by this Mortogage
from the date of disbursement by the Mortgagee
until ful] payment of the amount so reimbursed, ---
----- C. No waiver by the Mortgagee of any default
by the MORTGAGOR in the gtrict and litexal
perfoxmance of or compliance with the provisions of
the ROTE and of the Mortgage shall be deemed to be
a waiver of strict and literal performance of and
compliance with any other provisions Ehereof o% kO
be a walver, or in any manner release the MORTGAGOR
£rom the striet and literal performance of and
compliance with any. such provisions in the futurar
noxr shall any delay ox terxmination ¢f the Mortgagee
to exerclse of any such right aceruing to it
thereafler, -~ -rme o oo e e

————— D. The sum stipulated in paragraph THIRD for
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costg, expenses, disbursements and attorney's fees
in case of foreclosure or other legal proceedings,
including any proceedinge under the Bankruptey Act,
for the collection of the principal of, and
interest on, the NOTE, is a liquidated sum and ig
payable up to ken per cent (10%} of the amounts
claimed, demanded or sued for, upon the mera £1ling
by the Moxtgagee of such foreclosura of okthex
judiaial proceedings or of any proof of claim under
the Bankruptcy Act to obtain payment of the NOTE
and/or the Mortgage, all without need of Judicial
determination, which the MORTGAGOR hersby expressly
walves., ~-r--r-mormaearem e mmsamome e rmm— o mnan
----- E. The Mortgage 1ls extensive to and shall
cover any and all improvements, accesslons,
puilding and appurtenances now or hereaftex
incorporated to the MORTGAGED PROPERTY until eithex
the principal of and interest on the NOTE 1s paid
jn full or tha Mortgage 1is released Dby the
Mortgagee. The Moxtgage conetituted by thig deed is
also extensive to and shall cover pending fruits
and rents not collected at the time of the maturity
of the NOTE, and to the value of the indemnities
granted or due to the MORTGRAGOR or to the owner of
the MORTGAGED FROPERTY by underwriters of Lthe
MORTGAGED PROPERTY or by virtue qf condemnation for
purpesas of public utility. -=--===--ox--osooTEEmTEs
----- F. The mortgage creditor may at any time,
while prosecuting judicial proceedings in
conneation with this mortgage, peticion the couzt
having jurisdistion in the premises to appoint a
Receiver Ffor the MORTGAGED PROPERTY including
rents, issues, profits or yielde of any nature

derived from sald MORTGAGE PROPERTY, all of whicgh

are expressly mortgaged in the game manner ag 1f
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they had been speeifically itemized in the olauses .

of this deed, and said Receive__r-shall have the
broadest powers and facultles usually grantegd tQ a
Receiver by the court and hils ‘appoinbm_ant‘.shall ba
made by Ehe court as a matter of absolute right
granted to the mortgage creditor withouﬁ taking
into consideration the value of the MORTGAG]&,;D
PROPERTY or the solvency or inaolvency of the
MORTGAGOR oxr the defendants; and all said Yents,
issues, income and profits shall be employed by the
Recelver in conformity with cthe texms of this
Mortgase:. and xulinge of gaid courk. ~==ceccmcmcmano-
----- G. All of the expenses of this deéd, the
axpensea:! of a certified copy for the mortgage
creditor duly recorded in the Registry of Property
and all of the coskts for the cancellatlon of the
Mortgage in due time, as well as all Laxea present
ly. lavied or that in the future may be levied on
the principal of this Mortgage and its 1nter:est-..,
shall be paid by the MORPGAGOR. ~---=----—nracaaas
----- H. In case of {a) a breach of any of the
condikions of thia Mortgau::;e or, failure to make gny
payment on the part of the MORTGAGOR, or (b) in the
event Lhe amounks hexetofoxrs sdet EForth are not
prompkly pald without demand or notice, or (c} in
the event any or all of .the stipulations,
agr.eements, conditions or covenants of the
aforementioned promigsoxy NOTE or of this mortgage
are nok duly, promptly and wholly complied with, ox
{d) in the event of attachmenlt'. of the MORTGAGED
PROPERTY for the collacti;;n of the taxes or charges
aggesged upon't:he same, or (e} in the event of
adjudical;ion in bankruptcy of the MORTGAGOR or of

any of its successors in title of a voluntary

petition in lbankruptcy, or a petition for

-7- f
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reorganization or for arrangement Droceedings in
accordance with the provisions of the Acts of
Congzess relating to bankruptecy; then in any or all
of sald events the total amount owad by virtue of
the mortgaga promlissory NOTE above mentioned with
accrued interest to thatk date, and all of the
amounts se‘cured by this Mortgage shall ©he
considered dua, demandable and payable® at the
option of the Mortgagea as fully and wholly as if
it had originally been stipulated that all of the
said sums would ba due on thak date, regardless of
any statement Gto the contrary in tha szid
promissory NOT& or in this deed, and from that date
on or afterwards at any time, at the option of the
Mortgagee, and with out notice or demand
whatsoever, the morkgage creditor may inscitute
such judicial proceedings as may be necessary in
the pame manner as if Lthe sums secured by this
instrument had become due before tha inatitution of
said proceedings. The mortgage creditors may alao
foreclose the mortgage for the amount thus declared
due and payable and the MORTGAGED PROPERTY ahall be

50ld to obtain satisfaction thexeof and payment of

the amounts claimed plus costs, expensas
disbursements and atkoxney's fees, bR L LR
—m—-= I. In compliance with the provisions of

Article Humber Cne Hundr;ed Seventy Nine (179) of
the Mortgage Law of Puerto Rico, it is hereby
declared that the MORTGAGED PROPERTY has a value of
ONE HUNDRED FIFTEEN THOUSAND DOLLARS ({$115,000.00).
~~~~~ J. It ip stipulated and agreed that in gase
that the promissory NOTE secuxed by the mortgage
congtituted by this deed be pledgad or given as

collateral to secure any indebtedness or obligation

of the MORTGAGOR or of the holder of the said

~a_
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mortgage promissoxy NOTE, the pledgee or creditor,
as holder of the said NotE, may join in the action |
for the gollection of the indebtednegs or
obligat::lon_ guaranteed by tha geaid pledge, _ox
collateral, and any ackion to collegt .also the
aforementioned mortgage promissory NOTE and £or the
foreclosuxe of the mortgage created by this deed
guaranteeing the same, 80 that with the proceeds of
the said foreclosure he may golleet and ba paid in
full the amounts claimed and owing to him by virtue
of the indebtedness or obligation guaranteed by the
sald pledge or collateral, —re-co-mmomcmomn . __
----- K. The MORTGAGOR will keep the improv_'eménl:s
now existing or hereafter ere;:l;ad on the MORTGAGED
PROPERTY insured as may be required from tima to
time by the Mortgagee against los=s by fire and
other hazards, casualties and contingencies in such
amounts and for such periods as may be required by
the Mortgagee and will pay promptly when due any
premiums on such insurance, provisions for payment
of which has not been made hereinbsfore. All
inasurance shall be carried in companies approved by
tha Mortgagee and policies and renewals thereof
shall be held by the Mortgages and have attached
therate loss payable clauses in favor of and in
foérm acceptable to ‘the Morkgagee. In the .event of
loss, MORTGAGOR will give immediate notice by mail
to the Mortgagee, who may flle proof of loss if noet
made promptly by l;_he MORTGAGOR, and each insurance
company concerned is hereby authorized and directed
to make paywent for such loss directly to the
Mortgagee instead of Lo the MORTGAGOR and the
Mortgagee joinktly, and the insurance proceads ox

any paxrt thereof may be applied by the Mortgagee,

ak ika option, either to the reduction of tha
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indebtedness hereby secured or to the restoratior-l ]
of the property damaged, the surplus, if any, to be -
returned to the MORTGAGOR. In the avent of
foreclosure of this moxtgage or other transfer of
title to the MORTGAGED PROPERTY in eéxtinguishment
of the indebtedness secured hereby, all right;s.
Eltle and interest of the MORTGAGOR in and to any
insurance policles then in force shalli pass to the
purchagex or grantes, ~~==---wemcoomae oo ___
--- EIFTH: It is stipulated and agreed that if the
MORTGAGED FROPERTY or any part of the parcel
thereof is condemned, sold or othexwire disposed of
or acqﬁ_irad by the United States of Amarica, the
Commonvealth of ' Puerto Rico, or .any othex
Municipality of Puerto Rico, including, buk wikhout
limitation, any of their respective agencies,
dependencies, anthoricies or instrumentalities of
any public corporation, or if iu any other form or
manner the MORTGAGED PROPERTY, or any portion or
parcel thereof, is dedicated to public use or for
public purpose, then, in that event, the term for
payment of the morkgage NOTE secured hy Ehe
mortgage lien creatgd by virtus of this instrument
shall by. reason thereof explre and the said
mortgage note shall become iwmmediately due and
payable, it being sEipulated and agreed that in the
event the total amount of any compensation payable,
or which may beleng, to the MORTGAGOR by vixrtue of
such céndemnation, or as the purchase price of such
sale, disposal or acquisition, 'shall belong to and
shall be .pai.d and delivered éxclusively to the
mortgage creditor directly by the condemning
agenay, by the purchaser or, in default thereof, by

the Court wherein the condemnation proceadings may

have heem filed or are pending. The mor'tgaga

-10-
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} creditor shall in the event of such payment, apply
the amounts received to pay first all interest
zccrued pending payment on tha dabe thereof and,
sacondly, to pay the principal of the mortgage noke
or ad much thereof as possgible with the proceads
available, and in the evant of a surplus, to pay
such surplus to the MORTGCAGOR, The MORTGAGOR
hereby consente that payment and delivery to the
mortgage craditor be made of such compensatlon or
proceeds, further authorizing the mortgage oraditor
to make request for such payment and delivery, and
in the event thereof, ko appéar before and request
such payment and delivery from the Courk wherein
the condemnation proceedings may have been filed or
are pending, and in the nams of the MORTGAGOR to
execute and deliver the proper receipt and/or
letter of payment for the amounts received, with
full power to endorse, colleck and effect paymanks,
in tha name of the MORTGAGOR, of any checks or
other orders of payhent which may be delivered by
reason thereof ~——r--—-—---—----§ --------------

- _;515: {a) Where the context:so requires, the
singular shall-includa the plural and the plural
the singular, and the use of either gender shall
include both genders:; {b) any reference to a number
of days mean calendax days unless the contrary is
expressly stipulated, and (c) the captions to the
paragraphs of this instrument have been Inserted
for convenience only and as means of referring to
' them and are not to be interpreted as stipulations
of thls instrument, --------=aeocmmaa oL
~~- BEVENTH: ‘The MORTGAGED PROPERTY is described
a5 follows: S T N e A e RS —— .
----URBANA: Solaxr compuesto de dos mil txestientos

treinta y siete punto cincuenta metros cuadrados
(2,337.50 m.c.) segiin plano de inscripcién y de

-11-
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agrupacidn de los solares A Y B localizados en la
Avenida Quipqueya, esquina ¢alle ntimexo cinco (5}
de Hako Rey, Puerkoe Rico; preparado por el -
Agrimensor Roberto Cabrera Vela, licencia ndmero
nueve mil trescientoe veinticcho {9328} el adfa
diecinueve (19} de octubra de mil novecientos
ochenta y. oche (1988) y ed lindes por el Norke, en
cuarenta y uno punto cuatro mil dalscientos dog
metros lineales (41.4602 m.1.) con 1a calle nlmexro
Eres (3} y en veintitrés punte nueve mil
trescientos setenta y cinco matros lineales
(23.9375 m.1l.} eon terzenos del Municiplo de San
Juan para un total de Segenta ¥y cinco punto tres
mil novecientos setenta Y siete matros lineales
(65.3977 m.1l.)s por el S&ir, en cinguenta y cinco
punto cero cero treinka Y. cinco metros lineales
{55.0035 m.1.) con la Avenida Quiasgyeya; por el
Bgte, en cuarenta Y Uno punkto - ewakre @il
cuatroclentos dos mekros lineales (41,4402 m.1,) -
con propledades del Sefiér Carles Haeussle¥X; y pox .
el Oeste, en treinta y cuatro punte einco mil
getecientos tres metros lineales (34.5703 m.1.) con
de Calle niimero cinco {5),% ~-vomioao. oo 00500

--~ Recorded at page at page two hundred ninety one
{291} of Volume One thousand two hundred sixty four
(1264) of Rio Pledras Norte, property number thirty
Ehousand three hundréd foxty one (35,341), Registry

of the Property of San Juan, Second Section, ----.
--~ EIGHTH: The above described property was

acquired by MORTGAGOR herein, as it appears from
Deed Number Five (5) executed in San Juan, Puerto -
Rlco, on the thirty first {31at) day of oOcktober,
Nineteen Hundred amnd Eighty Bight (1988), before
Nokary Public José HEctor Toledo Tolede, recoxrded
at Page Two hundred ninety one {291) of Volume One'
thousand Lwo hundred  sixty four {1264) in the
Registry of Propecty of gan Juan, Second &sction,
property number thirty five thousand three hundred
forty ona (35,341}, =----mcmmann AL EE LT LTV
----The above described property is su.bject':'to the
following liens and encumbrances: -ew---emecaooe.. .
---~ A) Mortgage conatituted to secura a moxtgage
promisgory note in thae principal amount of ONE
MILLION DOLLARS (51,000,000.00), payable bto Che
order of The Royal Bank of Canada, on demand, as
per the terms of Deed Number Twenty sevan (27),

executed In San Juan, Puerto Rico on the firset

(1st) day of Decemher, ninetesn hundred aighty

-12-
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eight (1988} befora Wotary Public Jorge Souss
Villalobos, recerded atk page two hundred ninety. two
{292} of Volume One thousand two hundred sixty four
(1,284}, Proparty number Thirty Eive thousand three
hundred forty one (35,341), Registxy of Property of
San Juan, Second Se¢tion, ~-=w--mmmuoo o oo
-==- B} Mortgage constituted to gecure a mortgaée
promissory nota in the principal amount of TWO
HUNDRED SEVENTY THOUSAND DOLLARS 14270, 000,00},
payable to the order of The Royal Bank of Canada,
on demand, as per the tar@é of Deed Number Eight
(8), executed in San Juan, Puerto Rico on the third '
{3rd) day of March, ninetesn hundred ninety ona
(1251} before Notary Public Enrigqua Adsuar Lores,
recorded ak page two hundred'ninetx threa (293) of
Volume One thousand two hundred aixey four {1,264},
Property number Thirty five thousand three hundred
forty one (35,341), Registry of Propercy "of Sap
Juan, Second SECEAON. ~===--commmuoa e
--=-- C} Mortgage constituted to Becure a mortgage
promiasory note in the principal amount of ONE
MILLION TWO HUNDREBD THIATY DOLLARS ($1,230,000.00),
payable to the order of Scotiabank de Puerto Rico.-
on demand, as per the terms of Deed Number Seven
{7), executed in $an Juan, Puerte Rico on the
twenty £ifth (25th) day of Maxch, nineteen hundred
ninety six (1996) bafore Nokary Public Georgina s,
Coldn Ortiz, recorﬁed at page two hundred ninekty
three, reverse (293} of Volums One thousand Ltwo
hundred sixty four (1,264), Property number Thirty
five thousand thres hundred forty ons (35,341},
Regiptry of Property of San Juan, Second Section, -
=== I, the Notary, do hereBby CERTYFY that I adviged

the appearing party herein of the legal effects of

-13-
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the present document which was executad before me

by said party, who walved hig right to have
attesting witnesmes for this execution after having
besn advised by me of Buch xight, —wuowuo o ____
=== I, the Notary, further CERTIFY AND ATTEST that"
the appearing party astamped the initials of hig
nama on every page of thig deed and signed the
Same, and ag to my parsonal acquainténce with the
appearant, as to hig personal qualificationg in
accordance with hig atatements, as well ag to
everything else herain contained and alleged, I,
the subscribing Notary, CERTIFY AND ATTEST. -....

“== At thils stage of che execution, appears
FIRSZIBANK PUERIO RICO, EBmployer Identificatien
Numbar "66-018-3103"7, a Pusrto Rico banking
corporation duly organized and existing under tha
Laws of the Commoniealth of Puerto Rico, with a
principal office at Santurge, Puerto Rico,
represented hexein by its Viece President Mistex
Eric Lépez éajandas_. of legal age, married,
executive and resident of San Juan, Puerto Rico, to
consent, as it appears from a Certificate of
Resclution 'signed by its Secretary Antonio Escribi
Oliver, Affidavit Numbex “12,992", before Notary
Public Michel Rachid Pifieizo, on the twenty third
(23rd) day of May, Two thousand {2006}, as it
hereby consents., to the constitution of this

MORTGAGE in its favor, all in accordanca wikh

Axrticle One Hundred and Eighty .'Six (186) of tha --

-144
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FOR: 4805,000.00 : © PAYABLE: On demand

MORTGAGE PROMISSORY NO

--- FOR VALUE RECEIVED, the undersigned promises to pay FIRSTBANK
PUEBRTO RICO, or order, the principal sum of EIGHAT HUNDRED FIVE
THOUSAND DOLLARS ($805,000.00) in legal cuxrency of the United
States of BAmerica, at its domicile. The undersigned further
promises to pay on the first day of each month hereafter, interest
upon the unpaid principal of this obligation, at the rate of twelve
5 per cent (12%) per annum from the date hereof until the date of
! full payment of this obligation. Interest hereon ghall be payable
: in the same place as is hereinabove provided for paywment of the
principal hereof. --=-=-rm----wosrrosooosssesoomooomoooomossEmomTeT

—-- In case recourse to the courts, including any proceedings under
the Bankruptey Act by the holder of this note becomes necessary in
orxder to collect the whole or a portion of the amount of this note,
' or in case of foreclosure of the mortgage gecurling this obligation,
the undersigned agxees £to Dpay the courkt's expenses, costs,
disbursements and attorney's fees which may be incurred in a
liquidated sum equal to ten per cent (10%) of the principal sum of

this NOTE, which amount will become immediately due and payable
upon the £iling of such proceedings. ---=---->---o=omom=mToTTTEOT

-~ This NOTE is secured by a mortgage created and constltuted by
Deed Number 91 ---- executed on Febxuary 14, 2001, before Notary

v public

—-. No reference herein to the deed and no provision of thls NOTE
or of the said deed shall altex or impair the obligation of the
undexsigned, which is absolute and unconditional, to pay the
principal of and interest of thig NOTE and the liguidated amount
gtipulated for costs, dishursements and attorney's fees in case of
judicial proceedingg. =----------somEosooossmsmmoTooSsomERTIoTEoT

——~ Thigs NOTE is a negotiable instrument undex the Negotiable
tnstruments Law of Puerto Rico and its negotiability is not
affected or impaired by reference to the wmortgage deed. The
undersigned hereby irrevocable walves any right or defense against
any holdexr of this NOTE for reason of non-negotiability. ----------

- The undersigned hereby submits to the venue of any court
gelected by the holder of this note in case of legal action for its

colleCtion. ==--—s===m=—-e-msmosoosMs oo eSS oo SmSsonosSommomTomoTToE
--- San Juan, Puerto Rico, this 14th day of February, 2001.

TNTERNATIONAL HOME. PRODUCTS, INC.

By: TS T T
Andrew Bert Foti
President

--- Subscrib %6, TRey Bert Foti, of legal age,

marxried, o : re o Guaynabo, Puextoc Rico, as

President o ¥ : INC., to me personally

known, in d i ® 14th daj sbruary,
' 2001.

Notary Public
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By virtue of Deed Number 92 of even date herewith executed
pefore the undersigned Notary Public the rank of the mortgage
which secures the payment of this Note is egualized so that from
this date on the mortgage in the principal sum of $475,000.00 and
the mortgage in the principal sum of $805,000.00 share equal rank
of Pirst Mortgage over the p operty described in the above
mentioned deed. San Juan, P O this 14th day of February,

2001.

™~ 1
Notary Pullic
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---------------- DEED OF MORTGAGE ------~====uawnoo
~-- In the City of San Juan, Commonwealth of Puexrto
Rico, on this fourteenth (14™) day of February, Two
Thousand One (200L1), ~w-wemcmcmmm e e nmnmun
----------- FRANCISCO M. VAZQUEZ BANTONI ---e-~--=
--- Attorney at Law and Notary Public in and for
| the Commonwealth of Puerto Rlco, with offices at
the Lifetime Building, One 8ixty PFive {185},
-Quisqueya Avenue, in the Ward of Hato Rey, City of

San Juan, and with residence and domicile in San

Juan, Puerto Rlco, =rrrm—cec—cmmcucncnse s e
------------------- » BPPEARG ~=~—-—---mmeoeneaa
--~ AS THE HOLE PARTY HERETO: INTERNATIONAL HONE

PRODUCTS, INC., Bmployer Social Security Number
66-025-7793, a Puerto Rlco corporation, herein
yapresented by its President Andrew Bert Fotl, of -
legal age, married and a resident of Guaynabo,
Puerto Rico, (hereinafter xeferred to as the
AMORTGAGOR") duly authoxized and empowered to
execute thess presents as he will prove vhenever it
may be necessary, as it appears from a Certificate
of Resolution signed by its aasistant Secretary
José Rivera Aponte, Affidavit Number *© 34,946 n,
before Notaxy Public' Francigsco M, VAzquez Santoni
on the fourtesnth (14"} day of February, Two
Thousand Ona (2001) ,--==-si=s=nm=----ess-msssmasusss

--- The appeaxant agoures me that he is in the full

exercise of his "civil rights without wy knowlng

-1
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anything to the contrary, and being in my judgm'em:
legally competent to execute this instrumeni:, hé

--= FIRST: That the MORTGAGOR 18 the owner of the
property or properties desgrﬁ'.bed in :;aragraph
SEVENTH of this deed, hereinafter referred to as
the MMORTOAGED PROPERTY", memmemmoicomems S

--- SECOND: That the MORTGAGOR, for the purpose
of raising funds with which to obtain oredit, pay
off pending indebtedness, or for the purpose of

covexing other obligabions connected with™ the’

isaued on this date a promissory note in the amount
of ‘ EIGHT HUNDRED FIVE THOUSAND DOLLARS
($805,000,00), payable to FIRSTBANK PUERTO RICO,
and bearing interest at the rate of twelve per cent
[12%) per annum, from the dakte hereof and until the
total gatisfaotion of the seme, hereinafter
referred te as the "NOTE". The NOQTE litexally
trangcribed reads as follows: ~----==-=-s----------

--- "MORTGAGE PROMISSORY NOTE: - FOR: $805,000.00
PAYABLE: On demamd --——=-=--======s-==mesmcmsssoo-

--- FOR VAIUE RECERIVED, ths undersigned promises to
pay FIRSTBARK PUERTO RICO, or orxder, the principal
sum of EIGHT HONDRED FIVE THOUSAND DOLLARS
(5805,000.00) in legal currency of the United
States of BAmerica, at its domicile. The
undersigned further promises to pay on the firskt
day of each wmonth hereafter, interest upon the
unpaid principal of this obligation, at the rate of
twelve per cent (12%) per annum From the date
hereof until the date of full payment of this
obligation. Interest hereon shall be payable in
the game place as is hexeinabove provided for
payment of the principal hexeof. ----=---------=v=

--- In case recourse to the sourts, including any
proceedings under the Bankruptcy Act by the holder
of this note becomes necessary in oxder to collect
the whole or a portion of the amount of this note,
or in cape of foreolosure of the mortgage securing
thie cbligation, the undersigned agrees to pay the
court's  expenses, gosts, digbursements and

attorney's fees which may be incurred in a

cperation and functlening of: its businass, haa.

-

1?:15:24 Desc: Main
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* |liquidated sum equal to ten pex cent {10%) of the

principal sum of this NOT + which amount will
become' immediately due ang Pbayable upon the £iling
of such proceedings. =----——-memmion i ooe LD

--- This NOTE is secuxed by a mortgage created and
corstituted by Deed Number 97 w.—o.._ executed on
February 14, 2001, before Notaxry Public Fréncisco
M. Vdzquez Santoni. =--a-me-eoo ol —m—————— e —aa
--- No reference hexein to the deed and no
{provision of thia NOTE or of the said deed shall
,altef or impair tha obligation of the undersigned,
which is absolute and unconditional, to pay the
principal of and interest of Ehds NOTE and the
liquidated amount stipulated for costa,
disburseménts ang attorney's fees in casg of
judicial preceéedirigs, -------me-os .. bmmmm e

~=- This NOTE is a negotidble lostrument under the
Negotiable Instruments Law of Puexto Rico mfad tts
negoblability is not affected or impaired: by
rYeference to the mortgage deed. Tha underaigred
hexeby irrevocable waives any right or defenee
against any holder of this NOTE  for reason of
non-negotdabiliby. —~w=eeammano L LU0 ——ien

=== The undersigned hereby submits to the venue of

any court selected by the lolder of thig note in

cage of legal action for ita ebll'ect-:lqn._ —————————l
--- San Juan, Puerto Rico, this 14" day of

February, 2001. e e e el
--=- INTERNATIONAL HOME PRODUCTS, INC., --=mr—conmauo
--- {Signed) By: Andrew Bexrt Eotd ==----—weceomao.
------------------- Bresident ~eem-eommmam
Affidavit Woaber 34,947 & ~eeeoomven ool

--- Subscribed to before me by Andrew Bert Foti,
warried, of legal age, sxecutive and a resident of
Guaynabo, Puerto Rico, as President of
INTBRNATIONAL HOME PRODUCTS, INC,, to e personally
known, in Sail Juan, Puerto Rice, on this 14th day ,

of Februazy, 2001, ---m-a-mcecun oo naa EEET R |
~=== (Bigned) Frandisco M. Véazguez Santoni --~---
Notazry Public.? ~----- e i e
--- {There appears affixed the Seal of the |
NobALy) . mrr=mm et e s e e ae e s e i
B bl L e LD b MORTGRAGE -=------rrememaaaen

=== THIRD That in order to guaranteas the total
and completa payment for the principal sum of the
NOTE amounting to BIGHT RUNDRED EIGHT THOUSAND
DOLLARS ($805,000.00), interest thereon at the rate
of twelve pex cent (12%) per annum from the date

hereof until the total satisfaction of same, and to

further secure an additional awmount of EIGHTY
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to
cover interest in addition to thoge ascured by law,

, ' | THOUSAND FIVE HUNDRED DOLLARS ($80,500.00)

and the sum of RIGHTY THOUSAND FIVE HUNDRED DOLLARS
($80,500.00} which the debtor undertakes to pay as
a liquidated amocunt without necessity for further
liquidation and approval by the court to cover
costs, expenses and atterney's feea in the avent
the holder of the NOTE has to take recourse to
foreglesure or judicial colleection thereof, and to
further secure the amount of EBIGHTY THOUSAND FIVE
HUNDRED DOLLARS ($80,500.00} which ig atipulated to
cover any other advances that may be made under
this contract in addition to the amounta stated din
the promissory NOTE aforesaid, MORTGAGOR by thase
presanta constitutes a mortgage upon the MORTGAGED
PROPERTY hereinafter desgribed in paragraph SEVENTH
in favor of the owner, holder or beaxer of the
aforementioned mortgage promissory NOTE, including
all of its buildings, machinery, installations and
any other building or buildings, and struatures
that may be constructed on gaid MORTGAGED PROPERTY
or in the buildings existing on the same, oxr which
way be constructed thexeon in the future, and which
belong or may belong to the MORTGAGOR herein during
the pericd of time that the mortgage is in effectk,
including all of ite uses, sgervitudes and other
appurtenances, as well as i1ts xents and the
producks of the sams and all apparatus and
installations of any kind for the fu.rn;i.shing and
discribution of heat, refrigeration, light, waker
or power and all the services and necessary
.ins_tallations presently installed upon or which may
in the future be installed upon said MORTGAGED

PROPERTY by the MORTGAGOR herxein and, in gemeral,

upon all of the propexty, tight, title and interest

Ca-
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* |that the exeeuting paxty way have in said MORTGAGED
-| PROPERTY.

~--- FOURTH: For the consideration heretofore set

foxrth, the MORTGAGOR is obliged and undertékea to:

----- A, Comply with all laws, oxdinances and

regulations affecting the MORTGAGED PROPERTY or its
use; will permit the Mortgagee, its agents and
representatives, to inspect guch property at any

time; and will comply with all reasonabla

requirements by the mortgagee with regpect to such

----- B. The MORTGAGOR will pay all Ctaxes,

.assessments and simllar charges levied and assessed

‘ox which may be hersafter levied and asgessed

against the MORT@ROED PROPERTY,

©x any part
thereof, or upon the possession, use or operation
thereof and in the event that MORTGAGOR shall fail
to pay any tax, assessment or similar charge, the
Mortgagee may, at its option, but without being
obligated to do so, pay the game, and the MORTGAGOR
shall reimburse the Mortgagee for such advances, on
demand, together with intexest at the ;aame ratea
stipulated on the NOTE secured by this Mortgage
from the date of disbursement by the Mortgagee
until £ull payment of the amount so reimbursed. ---
by the MORTGAGOR in the strict and literal
performance of or compliance with the provisions of
the NOTE apnd of the Mortgage shall ba deemed to ke
a walver of strict and literal performance of and
compliance with any other provisions thereof or to
be a waiver, or im any manner release the MORTGAGOR
from the strict and literal perxformance of and

cgompliance with any such provisions in the future,

nor shall any delay or kerminatiocn of the Mortgagée

No waiver by the Mortgagee of any default .

-5-
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to exercise of any such right acoruing te ik

thereafter. -

----- D. Tl:le sum stipulated in paragraph THIRD for
costs, expeusss, disbursements and attornay's fees
in case of foxeclosure or other legdal proceedings,
including any proceedings undex the :Bankruptey Act,
for the c¢ollaction of the principal of, and
interest on, the NOTE, 1s a licuidatad sum and is
payable up to ten per cent {10%) of the amounts
claimed, demanded or sued for, upon the mera f£iling
by the Mortgagee of such foreclogure of other
judicial proceedings ox of any proof of claim under
the Bankiuptcy Act to obtaln payment of the NOTE
and/or the Mortgage, all without need of judicial
detexmination, which the MORTGAGORike=shy-expressly
waivas, ---——---—-——--—-—----—-———————-——----;---
————— E. The Mortgage is extensive to and shall
cover any and all improvements, accessioas,
building and appurtenances ru::w or ‘hereafter
incorporated to the MORTGAGED PROPERTY until eicher
the principal of and interest on the NOTE is paid
in full or the Mortgage is zxeleased by the
Morkgagee. The Mortgage constituted by this'deed is
also extensive to and shall cover pending f£ruits
and rents not collected at the time of the matuzity
of the NOTE, and to the value of the indemnities
granted or due to the MORTGAGOR or to the owner of
the MORTGAGED PROPERTY by lunderwlritera of the
MORTGAGED DPROPERTY or by virtue of condesmation for
purposes of public ukility. R S
————— ¥. The moxtgage creditor may at any time,
while prosecuting judieclal  proceedings in,
connection with this mortgage, petitlon the court

having jurisdiction din the premises to appoint a

Receiver for the MORTGAGED FROPERTY inciuding

-6~
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‘|Tents, dissues, profitm ox yields of any nature

derived from sald MORTGAGE PROPERTY, all of which
are expressly wortgaged in the same manmer as if
they had been specifically itemized in the clauses
of this deed, and sgaid Recelver shall have the
broadest powers and faculties usually granted to a
Receiver by the court and his appolntment shall be
made by the court ae a matter of absolute right
granted to the mortgage creditor withouc taﬁing
into consideration the wvalue of the MORTGAGED
PROPERTY or the solvency or insolvency of tha
MORTGAGOR or the defendants; and all said rents,
issues, income and profits shall ba employed by the

Receiver in conformity with the terms of this

'Mortgage and rulings of said couxt. Rt

————— G. A1l of the expenses of this deed, the
expenses of a certified copy for the mortgage
creditor duly recorded in the Registry of Propexty
and all of the coats for the cancellation of the
Mortgage in due tims, as well as all taxes pregent
ly levied or that in the future may be levied on
the principal of this Mortgage and i1te interest,
shall be paid by the MORTOGRGOR, --~=~---cccnmmuuuas
----- H. In case of {a) a breach of any of the
conditions of this Mortgage or f£allure to make any
payment on the part of tha MORTGAEOR, or (b} in the
event the amounte heretofore set foxth are not
promptly paid without demand or notice, or {e) in
the event any or all of the stipulations,
agreemencs, condltions or «covenants of the
aforementicned promisgory NOTE or of this mortgage
are not duly, promptly and wholly compliaed with, or
(@) in the &vent of attachment of the MORTGAGED
PROPERTY for tha collectlon of the taxas or charges

assessed upon the same, or (e] in the event ‘of
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adiudication in bank;uptcy of the MORTGAGOR or of
any of its swocesgors in title of a voluntary
petition 4in bankruptey, or a petition for
reorganization ox for arrangement Progeedingas in
accordance with the provisiqna of the Acts of
| Congress ralating té bankruptcy; then in any of all
of said events the total amount owed by virtue of
the moxtgage promissory NOTE ahové mentioned Qith
acorued interest to that date, and all of the
amounts secured by this Mortgage shall be
congidered due, demandable and payable at the
option of the Mortgagee as fully and wholly as if '
it bad originally been stipulated that all of the
said sums would be due on that date, regardless of
any statement to the contrary in the said
promissory NOTE or in tﬁis deed, and f£rom that aaéé
on or afterwards at any time, at the option of the
Mortgagea, and with out notice or demand
whatgcever, the mortgage creditor may institute
guch judicial proceedinés as may be necessary in
the mame mapner as if the sums secured by this
instrument had bacome due before the inatitutien of
gaid proceedinés. The mortgags creditors may also
foreclese the mortgage for the amount thus declarsd
due and payable and the MORTGAGED PROPERTY shall he

gold to obtain matisfaction thereof and payment of

the amounts claimed plus coeta, expenses

disbursements and attoxney's fees, ~=~-----meaaa..
----- I. In compliance with the provigions of
Article Number One Hundred Seventy Nine (179) of
the Mortgage lLaw of Puerto Rico, it is hereby
declared that the MORTGAGED PROPERTY has a value of
EIGHT HUNDRED FIVE THOUSAND DOLLARS ($80%5,000.00).

----- J. It is stipulated and agreed that in case

that the promissory NOTE securad by the mortgage

' -8
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constituted by thiz deed be pledged or givan as
collateral to secure any indebtedness or obligation
of the MORTGAGOR or of the holder of the gaid
mortgage promissory NOTE, the Pledgee or oreditor,
as holdex of the said NOTE, may join in the action
for the collection of the indebte_dnasa or
obligation guaranteed by the paid Pledge, or
collateral, and any action to collect algo the
aforemantioned mortgage promissory NOTE and for the
foreclosura of the mortgage created by this dead
guarantesing the same, so that with the proceeds of
the said foreclosure he may collact and be paid in .
full the amounts claimed and owing to him by virtue
of the indebtedness or obligation guaranteed by tl}é
gaid pledge. or col'lat_eral,‘ T e e
————— K. The MORTGAGOR will keép- the improvements
now exiwting or hereafter erected on the MORTGAGED
PROPERTY insured as may be required from time to
time by the Mortgagee against loss by fire ang
other hazards, gasualties and contingencies in such
amounts and fox such periods as may be required by
the Mortgagee and will paY prowptly when due any
pfemiums on #duch inmsurance, provisio'ns foxr payment
of which has not been wade hersinbefors. All
ingurance shall be carried in companies approvead by
the Mortgagee and policies and renewals thereof
shall be held by the Moxtgagee and have attached
thereto logs payable claiuses in favor of and in
form acceptable to the Mortgagee. In Che event of
loas, MORTGAUOR will give immediate noktice by mail
to the Mortgagee, who may fils proof of loss if mot

made promptly by the MORTGAGOR, and each insurance

company concerned ia hereby authorized and dizected

to make payment fFfor such losa directly to Ehe ¥

Mortgagee instead of to the MORTGAGOR and Che

“g-
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Mortgagee jeintly, and the insurance proceeds or
any part thexeof may be hpplied by- the Moztgagee,
‘|at its option, either to tha ‘reduction of the
indebtedness hereby sacured c.er to l:.he restoration
| of the property damaged, the surplus, if any, to be
returned to the ﬁORTGAGOR. In the event of
foreclosure of this moxrtgage ox othexr tranafer of
title to the MORTGAGED BROPERTY in extinguishment
of the indebtednegs secured hereby, all righis,
title and interest of the MORTGAGOR in and to any

insurange policies then in Force shall pass to the

PULChager Or grantee. s----=mwe-cmamemecconomeo oo
==~ FIFTH: It is stipulated and agreed that if the

moRTGAGED PROPERTY or any park of the parcel
thereof :i.s condemned, sold or otherwise disposed of
ox a;:quired by the United States of America, Ehe
Commonwealth of Puexko Rico, or any other
Municipality of Puerto Rico, including, but without
limitation, any of their ,xegpective agencies,
dependencles, authorities ox instrumentalities of
any public corporation, ox if in any other form or

manner the MORTGAGED PROPERTY, or any portion or

parcel thereof, is dedicated to public use or for
public purpose, then, in that event, the term for
payment of the mortgage NOTE secured by the

mortgage llen created by virtue of this instrument

shall by xeason thereof expire and the sald
mortgage note ghall become immediately due and
payable, it being stipulated and agreed that in the
event the total amount of any compensation payable,
or which may belong, to the MORTGAGOR by virtue of
such condemnation, or as the purchase price of such
sale, disposal or acquisition, shall belong to and
shall be paid and delivered exclusively to the

mortgage creditor directly by the condemn:f.ng

-10-
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agengy, by the purchaser or, in défaull: thareor , by
the Court wherein the condenmation.proueedings may
have been filed or are pending. The mortgage

creditor shall in the event of such payment, apply

the amounts received to pay first all interest

accrued pending payment on the date thereof and,

secondly, to pay the principal of the mortgage note |

or a3 much thereof as possible with the Proceads
available, and in the event of a surplus, to pé.y
such surplus to the MORTGAGOR.  The HORTGAGOR
hereby consents i.:ha.t payment and Ideli.ver.y Lo the
mortgage creditor be made of such compensation or
Proceeds, further authorizing the mortgage creditor
to make request for such paﬁeﬁt and delivéry, and
in the event thereof, to appeax before and request
such payment and delivery from the Courk wheraein
the condemnation proceedings may have been f£iled or
are petding, and in the name of the MORTGAGOR to
execute and deliver the broper receipt and/ox
letter of payment for thé amounts received, with
full power to endorse, colleect and effect paymenta,
in the name of the MORTGAGOR, of any ochecks or
other orders of payment which may be delivered by
reason thereof. ~-~ew-oommmo L

--- BiXTH: (a) Where the context so requires, the
singular shall includg the plural and the Plural
the gingular, and the use of either gender shall
inelude both genders; (b} any reference to a number
(.)f days mean calendar days unless the contrary is
expressly stipulated, and {¢) the captions to the
par.ﬁgraphs of this instrument have besn inserted
foxr convenience only and as means of xeﬁerring to
them and are not to be interpreted as stipulations
of tﬁis iNBEXUMEnE. = mm—sememme
~-7 SEVENTH: The MORTGAGED PROPERTY is described
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as -follows:

~-=~URBANA: Pinca compuesta de MIL CERO OCHENTA Y
SEIS PUNTO CINCUENTA Y S8BIS METROS CUADRADOS
{1,066.56 M.C.), sita en el Barrio Hato Rey, San
Juan, Puerto Rico, y en lindes Por el NORTE, con la
finca principal de Metropolitana Real Estate and
Elgance Corporation, en cuarentsa Y cuwabtro punto
veintiainge (44.25) webros; por el SUR, con ia
Avenida Caubet antes, hoy Quisqueya, en veintitrés
punto treinta (23.30) metros; por el ESTE, con 1a
finca principal de los esposos Pérez LOpez antes,
hoy Atlantia Corﬁoration, en cuarenta y siate punto
treinta ¥ cinco {47.35) met:ros; y por el OESTE, con
finca prineipal de José Rullan Y Antonic Caubat N
antas, hoy Clinica de) Dr. Olaguibet A, Lépez
Pacheco, en cuatenta Y un punto gatenta y cinco
(41.75) metros. Contlene un edificio de cuatro i
plantas dedicade a comercio Y vivienda. --=-eoomaa
~--- Pending recordation -at Entry One hundred
geventy nine (179) of Daily Book Nine hundred sixty
three (963} in the Registry of Property of san
Juan, Second Section, property number twenty four
thousand seven hundred eighty eight (24,72;). -
=-- EIGHTH: The above desaribed property wee
acquired by MORTGAGOR herein, as it appears from
Deed Number Fourteen (14) exeouted in San Juan,
Puerto Rico, on the twenty sixth (26 day of
April,.Nineteen Hundred and Ninety Nine (1999},
before Notary public Hilda Isabel Rodriguez
Mercade, vegistered at Entry One hundxred seventy
nine {179) of Daily Book Nine hundred sixty three
(963) in the Regigtry of Property of San Juan,
Second Section, property pumber twenty four
thousand saven hundred eighty eight (24,788}, ----
-~-~The above described pxoperty is subject to the
following liens and encumbranges: ------rwm==-ecoa-
---- Moxbgage constituted to secuxe a wmortgage
promissory note in the principal amount of FOUR-
HUNDRED SEVENTY FIVE THOUSAND  DOLLARS
($475,000.00}, payable to the bearer, on demand,
as per the terms of Deed Number Fifteen (15},
executed in San Juan, Puerto Rico on the twenty
eixth (26) day of March, nineteen hundred ninety

nine (1599} bhefoxe Notary Public Hilda Isabgl

312~ !
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“|Rodriguez Mexcado, Fecoxded at page twanty six (2¢)

of Volume Eight hundred fifty three (853), Registry

of Property, San Juan, Second Seckion. =-eemwowe..

T I, tha Notary, do hereby CERTIFY that I advised

the appearing party herein of the legal effects of
the present document which wag executed hefore me
by sald party, who waived ki3 right to .have
attesting witnesses for this execution after Daving
been advised by me of such right. --eccmemoeonu ___
--- I, the Notary, further CERTIFY AND ATTEST that
the appearing party stamped -the initials of his
nameé on every paga of this deed. and signed the
same, ard as to.my Pexsonal acquaintance with the
appearant, as to his personal qualifications 4n
accordance w:n.th his sl:.aternenl:s, as well as to
everything elae here:.n contained and alleged, I,
the subscribing Notary, CERTIFY AND ATTEST. -n-w-

--- At this sgtage of the execution appeaxrs
FIRSTBANK PUBRTO RICO, Employer Identification
Numbex "66-018-3103", a Puerte Rico banking
coxporation duly organized and existing under the
Lawe of the Commonwealth of Puerto Rico, with a
principal offiece at Santurce, Puerto Rico,
represented herxein by its Vice President Migter
Eric Lépez Bajandas, .of legal age, married,
exeoutive and resident of San Juan, Puerkto Rico, to
consent, as it appeaxrs from a Certificakte of
Resolution aigned by its Secrataxy Antonio Baoxiba
Cliver, Affidavit Number *12,992%, before Notary
Public Michel Rachid Pifieiro, on the twenty thixd
(23rd) day of May, Two thousand (2000}, as it
hereby consents, to the constitution of this
MORTGAGE in its favor, all in accordance with

Article One Hundred and Eighty B8ix (186) of ithe

-13=-
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Morl:ga.gf-.\- Law of Puerto Rieo
FURTHER ATTEST,

SIGNED: ANDREW BERT FOTI----BRIC LOPRZ
BAJANDAS

e e —
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