REAL ESTATE MORTGAGE LOAN CONTRACT


LENDER, WAN NA LI (hereinafter referred to as “Party A”)

Address: Zhongshan City, Guandong Province, China Shayong 10 East Village Lane Bridge on the 7th

BORROWER:  SAMMY LEE (hereinafter referred to as “Party B”) 

Addresses: 	1. 250 12th Street, Oakland, CA  94607
		2. 1205 Amber Court, San Leandro, CA 945777

ARTICLE I

This contract IS AGREED TO AND SIGNED by:  

Sammy Lee, the BORROWER, doing business as, Golden Harvest LLC. located 250 12th Street, Oakland, CA  94607 USA and The Conceptual Investments & Management Corp. located at 1205 Amber Court, San Leandro, CA 945777. (hereinafter referred to as "Party B"). 

WAN NA LI, the LENDER, lives in Zhongshan City, Guandong Province, China (hereinafter referred to as "Party A").

Whereas, Party B is the owner of the lot located at 400-412 San Mateo Avenue, San Bruno, CA, 94066, USA, legally described in the attached Deed of Trust as Parcel A, (hereinafter referred to as “lot”). 
	APN: 
	 JPN:

Whereas, Party B has proposed redevelopment of the above-mentioned B’s “lot” and its completion of the buildings in the future (hereinafter referred to as “buildings”) and has submitted relevant applications to the city of San Bruno for the above-mentioned “lot” to construct the “buildings”. 

Whereas, Party B needs to raise funds for the construction of B’s buildings and Party A is willing to loan $500,000.00 (Five Hundred Thousand U.S. Dollars) to Party B as a real estate property investment purchaser.   Party B is willing to pledge, as rightful owner, the lot at 400-412 San Mateo Avenue, San Bruno, CA  94066, USA appraised at $6,000,000.00 (Six Million U.S. Dollars).  (Appraisal Report attached hereto as Exhibit A).

By initialing this provision, Party B represents and warrants that there remains $___________________ in equity in the property Party B is offering to Party A as collateral in this agreement. ______[initial].

Whereas, Party A on February 23, 2009 deposited $150,000.00 (One Hundred Fifty Thousand U.S. Dollars) by cashier’s check from Metropolitan Bank to a bank designated by Party B (Copy of the check attached as Exhibit B).

To further clarify the terms and conditions of the loan both parties agree to sign this contract.

a.	As consideration for the loan Party A shall have the right to purchase one of the units of the buildings at a 15% (fifteen percent) discount from the fair market value.  Party A shall have the right to assess the fair market value of the unit to be purchased.  If Party A decides to purchase the principal amount of the loan, $500,000.00 (Five Hundred Thousand U.S. Dollars) shall be credited to Party A as part of the purchase price.

b.	If Party A decides not to purchase the above-mentioned unit, Party B guarantees to refund the entire $500,000.00 (Five Hundred Thousand U.S. Dollars) to Party A, within 30 days of notice of Party A’s election not to purchase.

ARTICLE II
Mortgage Real Estate

Is located at 400-412 San Mateo Drive, San Bruno, CA, USA 
Housing, land use:  Commercial and residential 
Housing Structure:  Three-story mixed
Mortgage real estate value:  USD 6 Million Dollars

ARTICLE III
The scope of Mortgage Real Estate Security

Principal Loan, interest, comprehensive fees, liquidated damages, damages, legal fees, property preservation fees, attorney's fees as well as any other costs related to the real estate collateral that may arise.  The specific amount of the contract the parties have agreed upon in accordance with the agreement, there is no agreement with regard to the relevant units in the “buildings”.  The parties will execute relevant documents if Party A decides to purchase a unit pursuant to Article I (a).  
ARTICLE IV
The Amount and Terms of Loan

Loan Amount:  $500,000.00 (Five Hundred Thousand U.S. Dollars)

Terms of Loan:  The term of the loan is 3 years divided in to two terms. The first term 18 months from 06/01/2009 to 12/31/2010; the second term18 months from 1/1/2011 to 06/30/2012.

Party A shall have the right to terminate this agreement after the expiration of the first term by giving notice to Party B within the first 15 days of the second term period (2011).  If Party A gives such notice, Party B shall repay the $500,000.00 (Five Hundred Thousand U.S. Dollars)
principal loan amount within 30 days.

Party A has delivered to Party B $150,000.00 (One Hundred Fifty Thousand U.S. Dollars).  The remaining $350,000.00 (Three Hundred Fifty Thousand U.S. Dollars) will be funded within 5 days after Party B has executed this agreement and delivered and executed promissory note and deed of trust with a security agreement. (Copies of Promissory Note and Deed of Trust with a Security Agreement attached as Exhibit D and E, respectively).

ARTICLE V
Registration

Party B shall execute a promissory note secured by a first deed of trust and security agreement on the “lot” and "buildings".

Within 10 working days after signing this contract, Party B will have the deed of trust and security agreement recorded.  

ARTICLE VI
Insurance

During the mortgage period Party B shall maintain an insurance policy on the “lot” with Party A as the primary beneficiary to protect Party A’s interest in the “lot”.  If the insurance proceeds are insufficient to pay all debts under this contract, Party A shall be entitled to exercise her mortgage rights and all other methods of recourse provided by law and this agreement.

ARTICLE VII
Accounting for Real Estate Mortgage

During the mortgage period, Party B agrees to maintain books that account for the “lot” and "buildings," and Party A shall be entitled to inspect those books.  

ARTICLE VIII
Real Estate Mortgage Restrictions

In accordance with this agreement this loan is a secured loan and Party A is a secured creditor.  During the mortgage period without the written consent of Party A, Party B shall not mortgage transfer, or sell the “lot,” or enter into any kind of transaction that would jeopardized Party A’s interest in the “lot”.  If Party A suffers any loss due to Party B’s breach of the above, Party B agrees to be liable and to indemnify Party A.

ARTICLE IX
Leasing of Real Estate Mortgage

Party B agrees not to lease any units of the “lot” that are necessary to secure Party A’s loan.

If Party B breaches this agreement and Party A needs to execute on the “lot,” Party B agrees to immediately remove any tenants from premises to be liquidated and agrees to be liable and to indemnify Party A.





ARTICLE X
Warranty of Title and Personal Liability

Party B warrants that he is the lawful owner of the “lot” and that he has the right to enter into this agreement without violating any other agreements and that the “lot” is free from all encumbrances and that he will warrant and defend the same against the lawful claims and demands of all persons. (Preliminary Title Report Attached as Exhibit C). 

Party B agrees to be personally liable under this agreement, including but not limited to his property located in China.  Party B further agrees that this agreement shall be enforceable in both China and The United States of America.

ARTICLE XI
Deed of Trust Reconveyance

Upon the expiration of the loan term period and performance by Party B, Party A shall extinguish the deed of trust recorded pursuant to this agreement by reconveyance or quitclaim within 10 days. 

ARTICLE XII
Fraud, Misrepresentation & Breach

If Party A discovers any misrepresentation or fraud by Party B, Party A shall have the right to immediately terminate this agreement.  

Party B agrees that his heirs and assigns shall be bound by this agreement.  If Party B cannot perform within 5 days after the expiration of the loan term (12/31/2010) or if Party B breaches in this agreement in any other way, Party A shall be entitled to exercise his mortgage rights and dispose of the real estate collateral (“lot” and "buildings").  

A notarized copy of this contract shall constitute a claim to enforce the instrument if Party B defaults or fails to completely perform, and Party A shall be entitled to all legal recourse.  

In case of a breach by Party B, Party A and Party B irrevocably submit to the auction of the “lot” and "buildings."  All costs of the auction shall be bourn by Party B, and Party A is entitled to direct payment of the auction revenues.

ARTICLE XIII
Auction and Liquidated Damages
 
If Party B breaches and an auction is necessary, Party B agrees to Party A’s right to sell by auction the “lot” and "buildings" and entrust to Party A any amounts of auction revenue over the cost of the auction, the loan principal and any remaining cost.

In the case of a breach by Party B actual damages would be difficult to ascertain, therefore the parties stipulate as damages the following: 
	
Party A shall be entitled to 10% of the loan balance in addition to repayment of the loan principal. Party A agrees to refund to Party B any remaining auction revenue.

ARTICLE XIV
Further Liquidated Damages

In the case of a breach by Party B actual damages would be difficult to ascertain, therefore the parties stipulate as damages the following:

If Party B breaches this agreement, Party A shall be entitled to, in addition to the 10% (ten percent) provided for in Article XIII, 0.5% (one half percent) per day until performance by Party B.
 
ARTICLE XV
Notification Provisions

Notice of all matters pertaining to this agreement should be sent to the address stated-above.  Parties shall be notified of any change of address.  Any notice required hereunder to be given to Party B shall be considered as given by deposit of the same, postage paid, in the United States mail, addressed to Party B at his address set forth above.

ARTICLE XVI
Dispute Resolution

Any disputes arising out of this agreement shall be first addressed by negotiation.  If negotiation fails the parties may seek legal remedy.  

ARTICLE XVII
The Application of Law

The parties agree that this agreement shall be enforceable in both China and the United States of America. 

Party A shall be entitled to seek legal recourse in China if there is a breach of this agreement by Party B in the United States of America.  

Both Chinese and United States of America Law shall be applicable to enable Party A to enforce this agreement.  

ARTICLE XVIII
Understanding of the Parties

Party B has read and understood all provisions of this contract.  

Party A is a native Chinese, who is not fluent in English.  Party A has read and understood corresponding terms of this contract that have been written in Chinese. (Attached hereto as Exhibit F).  Party A and Party B agree that both versions shall be equally enforceable. Because the "lot" and "buildings" are located in the U.S. and the Borrower resides in the U.S., in the event of a conflict in terms between the English and Chinese version of the written agreement, the English version shall prevail.

If any terms of this agreement are invalid or otherwise not legally enforceable the remaining provisions of the agreement shall be enforceable. 

ARTICLE XIX
General Provisions

On the breach by Party B of this agreement or of the note, deed of trust or security agreement, Party A may declare the loan immediately due and payable, and thereupon Party A shall be released from any and all obligations to Party B hereunder.

Waiver by Party A of any breach hereof is not a waiver of any subsequent breach.  No assignment or transfer, voluntary or involuntary, by Party B of this agreement or any rights hereunder shall bind Party A.  

Time is of the essence. Party B agrees that construction will begin before the expiration of the first term period (2010). If Party B fails to initiate construction as provided, Party A shall be entitled to all the remedies for breach provided in Article XII and XIII.

This agreement is made for the sole protection of Party B and Party A, and no other person or persons shall have any right of action hereon. 

This agreement and the note, deed of trust and any security agreement contain all agreements by Party A and Party B and no other agreement regarding the subject matter hereof, unless in writing and signed by Party A and Party B binds either party.  

The term “Party B” as used herein includes singular and plural, masculine, feminine and neuter.

Party B has read and understands the whole of the above agreement and agrees that no representation, promise or agreement not expressed in this agreement has been made to induce Party B to enter into it.

This contract was drafted by the Law Offices of Brian Y.K. Ching. By initialing this provision Sammy Lee (Party B) acknowledges that he has been advised to seek independent counsel and has elected not to do so. ______


Dated: _____________________, 2009		______________________________
							Borrower/and or Representative
						(Power of Attorney attached hereto as Exhibit G)


Dated: _____________________, 2009		______________________________
							Lender/and or Representative
						(Power of Attorney attached hereto as Exhibit H)



