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Hearing Date and Time: April 9, 2015 at 10:00 a.m. (Eastern Time) 
Objection Deadline for Proposed Bidding Procedures: April 6, 2015 at 4:00 p.m. (Eastern Time) 

 
ROPES & GRAY LLP 
Mark I. Bane 
Meredith S. Tinkham (pro hac vice) 
1211 Avenue of the Americas 
New York, NY 10036-8704 
Telephone: (212) 596-9000  
Facsimile: (212) 596-9090 
 
-and- 
 
James A. Wright III 
Prudential Tower 
800 Boylston Street 
Boston, MA 02199-3600 
Telephone: (617) 951-7000  
Facsimile: (617) 951-7050 
 
Proposed Counsel for the Debtor  
 
UNITED STATES BANKRUPTCY COURT 
SOUTHERN DISTRICT OF NEW YORK 
------------------------------------------------------x 
In re       :  Chapter 11 

: 
Doral Financial Corporation,1   :  Case No. 15-10573 (SCC) 

: 
Debtor.   :   

------------------------------------------------------x 
 

MOTION OF THE DEBTOR FOR ENTRY OF (I) AN ORDER  
(A) APPROVING BIDDING PROCEDURES FOR THE SALE OF  

DORAL INSURANCE AGENCY LLC OR ITS ASSETS, (B) APPROVING THE 
PROPOSED EXPENSE REIMBURSEMENT AND BREAK-UP FEE, (C) APPROVING  

THE FORM AND MANNER OF NOTICE, AND (D) SCHEDULING  
AN AUCTION AND A SALE HEARING, AND (II) AN ORDER AUTHORIZING AND 
APPROVING THE SALE OF DORAL INSURANCE AGENCY, LLC OR ITS ASSETS 

The debtor and debtor-in-possession in the above-captioned case (the “Debtor”) submits 

this motion (the “Motion”) for entry of the Bidding Procedures Order and Sale Order (as each 

                                                 
1 The last four digits of the taxpayer identification number of the Debtor are (2162).  
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term is defined herein) with respect to the sale (the “Sale”) of the Debtor’s 100% equity interest 

in Doral Insurance Agency, LLC (“Doral Insurance”) or substantially all of the assets of Doral 

Insurance.  In support of the Motion, the Debtor submits the Declaration of Carol Flaton in 

Support of the Debtor’s Motion for an Order Approving Bid and Notice Procedures and an Order 

Approving an Asset Purchase Agreement Between the Debtor and the Successful Bidder, sworn 

to on March 31, 2015, and attached hereto as Exhibit D (the “Flaton Declaration”), and 

respectfully represents: 

Jurisdiction 

1. This Court has jurisdiction to consider this matter pursuant to 28 U.S.C. §§ 157 

and 1334. This is a core proceeding pursuant to 28 U.S.C. § 157(b). Venue is proper pursuant to 

28 U.S.C. §§ 1408 and 1409. The statutory bases for the relief requested herein are sections 

105(a), 363, 503, and 507 of title 11 of the United States Code, 11 U.S.C. §§ 101 et seq. (the 

“Bankruptcy Code”) and Rules 2002, 3007, 6004, 9007, and 9014 of the Federal Rules of 

Bankruptcy Procedure (the “Bankruptcy Rules”). 

Background 

2. On March 11, 2015 (the “Petition Date”), the Debtor filed a voluntary petition 

with this Court for relief under chapter 11 of the Bankruptcy Code.  Sections 1107(a) and 1108 

of the Bankruptcy Code authorize the Debtor to continue to operate its businesses and manage its 

properties as a debtor in possession. No request for the appointment of a trustee or examiner has 

been made in this chapter 11 case.  An Official Committee of Unsecured Creditors (the “UCC”) 

was appointed on March 23, 2015. 
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3. A summary of the Debtor’s business, the Debtor’s capital structure, and the events 

leading to this chapter 11 case,  are set forth in the Declaration of Carol Flaton in Support of 

First Day Motions [Dkt. No. 8] (the “First Day Declaration”). 

4. Doral Insurance, a wholly-owned, non-debtor subsidiary of the Debtor, is an 

insurance general agent located in Puerto Rico which acts as an insurance agent primarily for 

customers of Doral Bank. Prior to the February 27, 2015, receivership of Doral Bank, Doral 

Insurance primarily serviced Doral Bank mortgage loan customers by connecting them with third 

party insurers for the purchase of insurance policies required under the borrowers’ mortgage 

loans, such as property and title insurance. The primary revenue sources for Doral Insurance are 

the fees and commissions it receives from customers in its insurance policy portfolio, along with 

profit commissions earned through profit share agreement with select insurers.  

5. As discussed in greater detail in the First Day Declaration, as of October 2014, 

Doral Bank was operating under a consent order with the FDIC, and the Debtor had been 

directed by the FDIC to present a plan to increase Doral Bank’s capital. By January 2015, the 

FDIC had rejected the Debtor’s second capital restoration plan and directed Doral Bank to 

submit a third plan. 

6. As a result, the Debtor was aware in early 2015 of the possibility that, despite the 

Debtor’s efforts, Doral Bank might end up being placed in receivership. In a Doral Bank 

receivership, the Debtor expected that the value of Doral Insurance’s business could begin a rapid 

and substantial decline. Historically, 40% of Doral Insurance’s commissions have come from new 

business generated from issuing policies to Doral Bank mortgage lending customers. A Doral 

Bank receivership would essentially terminate the flow of new potential customers. 
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7. Moreover, Doral Insurance’s customers are also under no obligation to use Doral 

Insurance as their agent to broker new policies. Given Doral Insurance’s close business interplay 

with Doral Bank, the Debtor expected that once Doral Bank was put into receivership some 

customers may opt to switch to a new insurance agent when their existing policies come up for 

renewal, rather than renew with Doral Insurance. Further, the vast majority of Doral Insurance’s 

customers are borrowers on loans held by Doral Bank.  The Debtor also expected that upon Doral 

Bank being put into receivership, many of its loans could be sold to other Puerto Rican banks with 

their own affiliate insurance businesses. It would be natural for such  banks to attempt to market 

their own propriety insurance agency services to Doral Insurance’s customers as policies come up 

for renewal. 

8. In sum, the Debtor projected that, in a Doral Bank receivership, Doral Insurance’s 

business, if wound down instead of being sold, would decline dramatically in 2015 and wind 

down completely in the subsequent few years. 

9. In late 2014 and early 2015, the Debtor received inquiries from three insurance 

businesses regarding an acquisition of Doral Insurance. The Debtor determined to explore a 

potential transaction with one of these entities. The Debtor also explored the possibility of selling 

Doral Insurance to two entities that had purchased pools of loans from the Debtor and Doral 

Bank in 2014, as some of the borrowers for those loans were customers of Doral Insurance. 

10. In this process, the Debtor ultimately received one offer to buy substantially all 

the assets of Doral Insurance.  This offer was extended by Anglo-Puerto Rican Insurance 

Corporation (the “Stalking Horse Bidder”). The Debtor also received an offer from an alternate 

potential buyer, but only to buy the portion of Doral Insurance’s portfolio relating directly to the 

borrowers for certain loans held by such potential buyer, approximately 10% of Doral 
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Insurance’s total business. Reviewing these offers, the Debtor determined that the Stalking Horse 

Bidder’s offer was superior, not only because it was an offer to buy the entire business but also 

because the price offered, on a per unit basis, exceeded the offer from the potential buyer for a 

portion of the business. 

11. After completing negotiations, and after revising the terms of the agreement 

between the Stalking Horse Bidder and Doral Insurance subsequent to the bankruptcy filing by 

the Debtor, Doral Insurance and the Stalking Horse Bidder entered into that certain Asset 

Purchase and Sale Agreement, a copy of which is attached hereto as Exhibit B (the “Stalking 

Horse Agreement”).  As reflected in the summary of the proposed transaction set forth below, 

the Stalking Horse Bidder was prepared to extend its commitment to the transaction in the 

context of a bankruptcy process only in consideration of the Breakup Fee and Expense 

Reimbursement described below.  In light of the rapidly diminishing value of the assets of Doral 

Insurance, the Stalking Horse Agreement contemplates an expedited auction sale process and 

provides certain bid protections to the Staking Horse Bidder.   

Summary of Proposed Sale 

12. The principal terms of the Stalking Horse Agreement are summarized in the 

following chart: 

SUMMARY DESCRIPTION 

Parties Seller: Doral Insurance Agency, LLC 

Purchaser: Anglo-Puerto Rican Insurance Corporation 

Property Substantially all assets of Doral Insurance Agency, LLC, 
excluding rights in profit sharing agreements 

Purchase Price/All Cash 
Transaction 

$10.75 million, subject to a purchase price adjustment (the 
“Price Adjustment”) 
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Closing Date No later than May 22,  2015 

Breakup Fee $250,000 

Expense Reimbursement Reasonable expenses up to a cap of $200,000 

 

As described above, under the terms of the Stalking Horse Agreement, in the event that the 

Stalking Horse Bidder is not designated as the purchaser of the assets of Doral Insurance, the 

Stalking Horse Bidder would be entitled to a fee of $250,000 (the “Breakup Fee”) , along with 

reimbursement of reasonable expenses, up to a cap of $200,000 (the “Expense Reimbursement”). 

Relief Requested 

13. By this Motion, the Debtor seeks entry of an order, substantially in the form 

attached hereto as Exhibit A (the “Bidding Procedures Order”) and, at the conclusion of the Sale 

Hearing (as defined herein), an order, substantially in the form attached hereto as Exhibit C (the 

“Sale Order”) with respect to the sale of Doral Insurance or substantially all of its assets.  The 

Debtor seeks authority to sell substantially all of the assets of Doral Insurance or its equity in 

Doral Insurance to preserve flexibility for alternate structures for bids. 

14. The Debtor seeks entry of the Bidding Procedures Order: 

a. authorizing and approving the bidding procedures for competitive bidding in 
connection with the Sale (as defined herein), substantially in the form attached 
hereto as Exhibit 1 to the Bidding Procedures Order (the “Bidding Procedures”); 

b. approving the form and manner of notice of the Sale by auction, the Sale Hearing 
and related matters, substantially in the form attached hereto as Exhibit 2 to the 
Bidding Procedures Order (the “Auction and Sale Notice”); 

c. approving the Breakup Fee and Expense Reimbursement for the Stalking Horse 
Bidder; and 

d. establishing the following dates and deadlines, subject to modification: 
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i. Bid Deadline: May 6, 2015 at 12:00 p.m. (Eastern Time), as the deadline 
by which all binding bids must be actually received pursuant to the 
Bidding Procedures (the “Bid Deadline”). 

ii. Auction: May 12, 2015 at 10 a.m. (Eastern Time), as the date and time the 
auction, if one is needed (the “Auction”), which will be held at the office 
of Ropes & Gray LLP, located at 1211 Avenue of the Americas, New 
York, New York 10036. 

iii. Sale Objection Deadline: May 15, 2015 at 4:00 p.m. (Eastern Time), as the 
deadline to object to the Sale and/or the assumption and assignment of 
Assumed Contracts or cure amounts related thereto. 

iv. Sale Hearing: May 21, 2015 at 10:00 a.m. (Eastern Time), as the date and 
time of the hearing to approve the Sale which will be held before 
Honorable Shelly C. Chapman, United States Bankruptcy Judge in the 
United States Bankruptcy Court for the Southern District of New York, 
One Bowling Green, New York, New York 10004. 

15. The Debtor also seeks entry of the Sale Order following the conclusion of the Sale 

Hearing: 

a. approving the Stalking Horse Agreement (or such other agreement as agreed to 
with respect to the Sale with the successful bidder at the Auction); and 

b. if the sale is a sale of the Debtor’s membership interests in Doral Insurance, 
approving the sale of such interests free and clear of all liens, claims, interests and 
encumbrances (collectively, “Encumbrances”) to the Stalking Horse Bidder or 
such other party that is the successful bidder at the Auction.   

Bidding Procedures 

16. In the context of the urgency imposed by the rapidly diminishing value of the 

assets of Doral Insurance, the Bidding Procedures are intended to permit a fair and efficient 

competitive sale process to confirm that the bid of the Stalking Horse Bidder is indeed the best 

offer, or promptly identify the alternative bid that is higher or otherwise better.  The proposed 

Bidding Procedures are attached hereto as Exhibit 1.   
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Form and Manner of Auction and Sale Notice 

17. Within two (2) business days of entry of the Bidding Procedures Order, the 

Debtor will serve the Auction and Sale Notice by email or first class mail upon the following 

parties: (i) the Office of the United States Trustee for the Southern District of New York, (ii) the 

Internal Revenue Service, (iii) the United States Attorney for the Southern District of New York, 

(iv) counsel to the UCC, (v) the U.S. Securities and Exchange Commission, (vi) any party 

known or reasonably believed to have asserted any lien, claim, or encumbrance or other interest 

in the Debtor or Doral Insurance, (vii) counsel to the indenture trustees for the Doral Notes and 

AFICA Bonds, and (viii) parties required by Bankruptcy Rule 2002(a).  The Debtor submits that 

the Auction and Sale Notice is reasonably calculated to provide all interested parties with timely 

and proper notice of the proposed Sale, including (a) the date, time and place of the Auction (if 

one is held); (b) the Bidding Procedures and the dates and deadlines related thereto; (c) the Sale 

Objection Deadline and the date, time and place of the Sale Hearing; and (d) instructions for 

promptly obtaining a copy of the Stalking Horse Agreement.  The Debtor proposes that no other 

or further notice of the Sale shall be required.  Accordingly, the Debtor requests that the form 

and manner of the Auction and Sale Notice be approved. 

18. The Debtor also requests a waiver of the requirement that it serve its equity 

holders pursuant to Bankruptcy Rule 2002(d), on the grounds that the Sale is unlikely, as an 

economic matter, to impact their rights to a recovery.  The Debtor seeks this waiver to avoid the 

substantial costs associated with service to the Debtor’s public beneficial equity holders.   
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Basis for Relief 

I. The Bid Procedures Are Appropriate and in the Best Interests of the Debtor and its 
Estate and Creditors 

 
19. Pursuant to Bankruptcy Rule 6004(f)(1), sales of property outside the ordinary 

course of business may be by private sale or by public auction. The Debtor believes that a sale of 

Doral Insurance pursuant to a public auction governed by the proposed Bidding Procedures will 

maximize the sale proceeds received by the Debtor’s estate, which is the paramount goal in any 

proposed sale of property of the estate. See, e.g., Official Comm. of Subordinated Bondholders 

v. Integrated Res., Inc. (In re Integrated Res., Inc.), 147 B.R. 650, 659 (S.D.N.Y. 1992) (“‘It is a 

well-established principle of bankruptcy law that the . . . [debtors’] duty with respect to such 

sales is to obtain the highest price or greatest overall benefit possible for the estate.’”) (quoting 

Cello Bag Co. v. Champion Int’l Corp. (In re Atlanta Packaging Prods., Inc.), 99 B.R. 124, 130 

(Bankr. N.D. Ga. 1988)); see also Four B. Corp. v. Food Barn Stores, Inc. (In re Food Barn 

Stores, Inc.), 107 F.3d 558, 564-65 (8th Cir. 1997) (stating that, in bankruptcy sales, “a primary 

objective of the Code [is] to enhance the value of the estate at hand”) (internal citation omitted). 

To that end, courts recognize that procedures intended to enhance competitive bidding are 

consistent with the goal of maximizing the value received by the estate and therefore are 

appropriate in the context of bankruptcy sales. See, e.g., Integrated Res., 147 B.R. at 659 (such 

procedures “encourage bidding and . . . maximize the value of the debtor’s assets”).  The Debtor 

submits that the foregoing procedures are fair, transparent, and will derive the highest and best 

bid for Doral Insurance or its assets. 

II. The Proposed Process for the Debtor to Designate a Stalking Horse and 
Provide a Breakup Fee and Expense Reimbursement Should Be Approved 
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20. The Debtor seeks authority to offer customary bid protections to the Stalking 

Horse Bidder, including a Breakup Fee and Expense Reimbursement, as part of the Bidding 

Procedures. The Stalking Horse Bidder has requested the enticement of a Breakup Fee and 

Expense Reimbursement if the Stalking Horse Bidder loses at auction or otherwise to another 

bidder. The use of a stalking horse in a public auction process for sales pursuant to section 363 of 

the Bankruptcy Code is a customary practice in chapter 11 cases, as the use of a stalking horse 

bid is, in many circumstances, the best way to maximize value in an auction process by locking 

in a price “floor” before exposing an asset to auction. As a result, stalking horse bidders virtually 

always require breakup fees, expense reimbursements, and other forms of bid protections as an 

inducement for holding their offer open while it is exposed to overbids in an auction process. 

The use of bid protections, including breakup fees and expense reimbursements, has become an 

established practice in chapter 11 cases. 

21. Bankruptcy courts have approved bidding incentives, similar to the Breakup Fee 

and Expense Reimbursement, under the business judgment rule, in other cases in this district.  

See, e.g., In re Aereo, Inc., Case No. 14-13200 (SHL) (Bankr. S.D.N.Y. Dec. 24, 2014) [Docket 

No. 110]; In re The Fuller Brush Co., Case No. 12-10714 (SHL) (Bankr. S.D.N.Y. 

Sept. 17, 2012) [Docket No. 178]; In re The Connaught Grp., Ltd., Case No. 12-10512 (SMB) 

(Bankr. S.D.N.Y. Mar. 6, 2012) [Docket No. 109]; In re Gen. Maritime Corp., Case No. 11-

15285 (MG) (Bankr. S.D.N.Y. Dec. 15, 2011) [Docket No. 136]; In re Borders Grp., Inc., Case 

No. 11-10614 (MG) (Bankr. S.D.N.Y. Sept. 27, 2011) [Docket No. 1876]. 

22. The Debtor believes, based on its reasoned business judgment, that the presence 

of the Breakup Fee and Expense Reimbursement would enhance its ability to maximize value 

without chilling bidding. The presence of a Breakup Fee and Expense Reimbursement would 
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first and foremost point to the existence of a contractually-committed bidder at price believed to 

be fair and reasonable while providing the upside opportunity that the Debtor could potentially 

receive a higher or otherwise better offer which, absent such a bid floor, might not have 

otherwise been realized.  The Breakup Fee and Expense Reimbursement will therefore maximize 

value to the Debtor’s estate from the Sale of Doral Insurance or its assets. 

III. The Form and Manner of the Auction and Sale Notice Should be Approved 

23. As described above, the Debtor also seeks approval of the form of the Auction 

and Sale Notice. The Auction and Sale Notice will include, among other things, the date, time 

and place of the Auction and the Sale Hearing, as well as the deadline for filing any objections to 

the relief requested in this Motion once they are set by the Court. 

24. The Debtor proposes that such a timeline is warranted and necessary given the 

exigent circumstances and the Debtor’s need to sell Doral Insurance or its assets in a timely 

fashion. Moreover, the Debtor proposes that such a timeline is appropriate and will have little 

impact on the Debtor’s ability to market the sale of Doral Insurance. 

IV. The Sale of Doral Insurance Is Authorized by Section 363 of the Bankruptcy 
Code as a Sound Exercise of the Debtor’s Business Judgment 

 
25. Section 363(b)(1) of the Bankruptcy Code provides that, after notice and a 

hearing, a Debtor may use, sell or lease property of the estate outside of the ordinary course of 

business. The Second Circuit requires that the sale of a debtor’s assets be based upon the sound 

business judgment of the debtor. See, e.g., Official Comm. of Unsecured Creditors of LTV 

Aerospace & Def. Co. v. LTV Corp. (In re Chateaugay Corp.), 973 F.2d 141, 143 (2d Cir. 1992) 

(holding that a court reviewing an application under Bankruptcy Code section 363(b) must find, 

based upon the evidence presented, a good business reason to grant such application); Comm. of 
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Equity Sec. Holders v. Lionel Corp. (In re Lionel Corp.), 722 F.2d 1063, 1071 (2d Cir. 1983) 

(same).   

26. A sound business purpose for use of property outside the ordinary course of 

business exists where the sale is necessary to preserve the value of assets for the estate, its 

creditors or interest holders. See, e.g., In re Abbotts Dairies of Pa., Inc., 788 F.2d 143 (3d Cir. 

1986); In re Lionel Corp., 722 F.2d 1063; In re GSC, Inc., 453 B.R. 132, 155 (Bankr. S.D.N.Y. 

2011). In fact, the paramount goal in any proposed sale of property of the estate is to maximize 

the proceeds received by the estate. See In re Food Barn Stores, Inc., 107 F.3d at 564-65 (stating 

that, in bankruptcy sales, “a primary objective of the Code [is] to enhance the value of the estate 

at hand”); In re Integrated Res., 147 B.R. at 659 (“It is a well-established principle of bankruptcy 

law that the . . . [Debtor’s] duty with respect to such sales is to obtain the highest price or 

greatest overall benefit possible for the estate.”) (quoting Cello Bag Co. v. Champion Int’l Corp. 

(In re Atlanta Packaging Prods., Inc.), 99 B.R. 124, 130 (Bankr. N.D. Ga. 1988)). 

27. If a “debtor articulates a reasonable basis for its business decisions (as distinct 

from a decision made arbitrarily or capriciously), courts will generally not entertain objections to 

the debtor’s conduct.” Comm. of Asbestos-Related Litigants and/or Creditors v Johns-Manville 

Corp. (In re Johns-Manville Corp.), 60 B.R. 612, 616 (Bankr. S.D.N.Y. 1986). Indeed, when a 

valid business justification exists, there is a strong presumption that the debtor’s management 

and directors “acted on an informed basis, in good faith and in the honest belief that the action 

taken was in the best interests of the company.” In re Integrated Res., 147 B.R. at 656 (internal 

citations omitted). 

28. The Debtor submits that the proposed Sale satisfies section 363’s requirements, to 

the extent applicable. As discussed in detail above, Doral Insurance’s business was directly 
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linked to Doral Bank’s mortgage lending for developing new customers. Following the 

receivership of Doral Bank, the value of Doral Insurance’s assets is expected to begin a rapid and 

precipitous decline. A prompt Auction and Sale will preserve Doral Insurance’s current value as 

best as possible for the benefit of the Debtor’s estate.  The Sale of Doral Insurance is therefore in 

the best interest of the Debtor’s estate and a valid exercise of the Debtor and Doral Insurance’s 

business judgment. 

29. The Stalking Horse Agreement provides for a sale of the assets of Doral Insurance 

and contemplates this Court’s approval of the sale process.   However, the Debtor will also 

entertain bids to buy its membership interests in Doral Insurance, which interests are assets of the 

Debtor.   This Court’s approval is therefore necessary for either a sale of the assets of Doral 

Insurance or a sale of the Debtor’s equity interest in Doral Insurance. 

30. Bankruptcy Code section 105(a) also supplies ample authority for the relief 

requested.  Section 105(a) empowers the court to “issue any order, process, or judgment that is 

necessary or appropriate to carry out the provisions of this title.” 11 U.S.C. § 105(a). This 

equitable power is granted to effect the policies and goals of chapter 11 reorganization, which are 

to rehabilitate the debtor, In re Ionosphere Clubs, Inc., 98 B.R. 174, 176-77 (Bankr. S.D.N.Y. 

1989), and to “create a flexible mechanism that will permit the greatest likelihood of survival of 

the debtor and payment of creditors in full or at least proportionately.” Mich. Bureau of 

Workers’ Disability Comp. v. Chateaugay Corp. (In re Chateaugay Corp.), 80 B.R. 279, 287 

(S.D.N.Y. 1987); see also In re Structurlite Plastics Corp., 86 B.R. 922, 932 (Bankr. S.D. Ohio 

1998) (rejecting a bright line rule prohibiting payment of prepetition debts because it “may well 

be too inflexible to permit the effectuation of the rehabilitative purposes of the Code”).  

Accordingly, the Debtor respectfully submits that the relief requested herein should be granted in 
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all respects and is in the best interests of the Debtor’s estate, its creditors, and other parties in 

interest. 

V. The Sale of the Acquired Assets Free and Clear of Claims and Interests Is 
Authorized by Section 363(f) of the Bankruptcy Code 

 
31. If the Sale takes the form of a sale of the Debtor’s equity in Doral Insurance (the 

“Membership Interests”), the Debtor requests approval to sell the Membership Interests free and 

clear of any and all liens, claims and encumbrances (the “Encumbrances”) in accordance with 

section 363(f) of the Bankruptcy Code.  A debtor in possession may sell property under sections 

363(b) and 363(f) “free and clear of any interest in such property of an entity other than the 

estate” if any one of the following conditions is satisfied: 

a. applicable non-bankruptcy law permits sale of such property free and clear of 
such interest; 

b. such entity consents; 

c. such interest is a lien and the price at which such property is to be sold is greater 
than the aggregate value of all liens on such property; 

d. such interest is in bona fide dispute; or 

e. such entity could be compelled, in a legal or equitable proceeding, to accept a 
money satisfaction of such interest.   

11 U.S.C. § 363(f)(1)-(5); Citicorp Homeowners Servs., Inc. v. Elliot (In re Elliot), 94 B.R. 343, 

345 (E.D. Pa. 1988) (noting that since Section 363(f) is written in the disjunctive, the court may 

approve a sale free and clear if any one subsection is met). 

32. To facilitate the Sale, the Debtor seeks to sell its Membership Interests free and clear of 

all Encumbrances.  The Debtor believes that any party holding liens against the Membership 

Interest could be compelled to accept a monetary satisfaction of such interests. The Sale Order 

also provides that any Encumbrance in Doral Insurance will attach to the net proceeds of the 

Sale. Accordingly, the Debtor believes that the Sale will satisfy the statutory prerequisites of 

15-10573-scc    Doc 68    Filed 03/31/15    Entered 03/31/15 19:36:19    Main Document   
   Pg 14 of 60



 

 -15- 
49019483_10 

section 363(f) of the Bankruptcy Code and the sale of the Membership Interests should be 

approved free and clear of all Encumbrances.  

Notice 

33.       Notice of this Motion has been provided to: (a) the Office of the United States 

Trustee for the Southern District of New York; (b) the Stalking Horse Bidder; (c) counsel to the 

UCC; (d) the indenture trustees for the Doral Notes and AFICA Bonds, and (e) parties required 

by Bankruptcy Rule 2002(a). 

WHEREFORE, the Debtor respectfully requests that the Court enter the Bidding 

Procedures Order and the Sale Order, granting the relief requested in the Motion and such other 

and further relief for the Debtor as may be just or proper. 

Dated:  March 31, 2015 
 New York, New York 
       
      /s/ Mark I. Bane    
      ROPES & GRAY LLP 

Mark I. Bane 
Meredith S. Tinkham (pro hac vice) 
1211 Avenue of the Americas 
New York, NY 10036-8704 
Telephone: (212) 596-9000  
Facsimile: (212) 596-9090 
Email: mark.bane@ropesgray.com  
meredith.tinkham@ropesgray.com 
 
-and- 

 
James A. Wright III 
Prudential Tower 
800 Boylston Street 
Boston, MA 02199-3600 
Telephone: (617) 951-7000  
Facsimile: (617) 951-7050 
Email: james.wright@ropesgray.com  
 
Proposed Counsel to the Debtor 
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Exhibit A 
 

Proposed Bidding Procedures Order 
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UNITED STATES BANKRUPTCY COURT 
SOUTHERN DISTRICT OF NEW YORK 

------------------------------------------------------x 
In re       :  Chapter 11 

: 
Doral Financial Corporation,1   :  Case No. 15-_______ ( ) 

: 
Debtor.   :   

------------------------------------------------------x 
 

 ORDER (I) APPROVING BIDDING PROCEDURES FOR THE SALE  
OF DORAL INSURANCE AGENCY, LLC OR ITS ASSETS, (II) APPROVING THE 

BREAKUP FEE AND EXPENSE REIMBURSEMENT, (III) APPROVING THE FORM 
AND MANNER AND NOTICE, AND  

(IV) SCHEDULING AN AUCTION AND A SALE HEARING 
 
 Upon the motion (the “Motion”)2 of the above-captioned debtor and debtor-in-possession 

(the “Debtor”) for entry of an order (a) authorizing and approving the bidding procedures for the 

sale of substantially all assets of Doral Insurance or the Membership Interests, (b) approving the 

Breakup Fee and Expense Reimbursement, (c) approving the form and manner of notice of the 

Auction and Sale Hearing, and (d) scheduling an Auction and a Sale Hearing, as more fully set 

forth in the Motion; and the Court having jurisdiction to consider the Motion and the relief 

requested therein pursuant to 28 U.S.C. § 1334; and consideration of the Motion being a core 

proceeding pursuant to 28 U.S.C. § 157(b)(2); and venue being proper in this District pursuant to 

28 U.S.C. §§ 1408 and 1409; and the Court having found that no other or further notice is needed 

or necessary; and the Court having reviewed the Motion and the Flaton Declaration and having 

heard statements in support of the Motion at a hearing held before the Court (the “Bid 

Procedures Hearing”); and the Court having determined that the legal and factual bases set forth 

in the Motion and at the Bid Procedures Hearing establish just cause for the relief granted herein; 

and the relief requested in the Motion being in the best interests of the Debtor’s estate, its 

                                                 
1 The last four digits of the taxpayer identification number of the Debtor are (2162).  
2 Capitalized terms used but not defined herein shall have the meanings ascribed to them in the Motion. 
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creditors, and other parties in interest; and any objections to the relief requested in the Motion 

having been withdrawn or overruled on the merits; and after due deliberation and sufficient cause 

appearing therefor, it is hereby  

ORDERED, THAT: 

1.  The Motion is GRANTED to the extent provided herein.  

2. The Stalking Horse Agreement, including the Breakup Fee and Expense 

Reimbursement provided therein, are approved, and the Breakup Fee and Expense 

Reimbursement are entitled to administrative priority pursuant to sections 503(a) and 507(a)(2) 

of the Bankruptcy Code. 

3. The Bidding Procedures, substantially in the form attached hereto as Exhibit 1, 

are hereby approved.  The Bidding Procedures shall govern the submission, receipt and analysis 

of all bids relating to the Sale of Doral Insurance’s assets or the Membership Interests, and any 

party desiring to submit a higher or better offer for the assets of Doral Insurance or the 

Membership Interests shall do so strictly in accordance with the terms of the Bidding Procedures 

and this Order.   

4. As described in the Bidding Procedures, if the Debtor does not receive any 

Qualified Bids other than from the Stalking Horse Bidder, or if no Qualified Bidder other than 

the Stalking Horse Bidder indicates its intent to participate in the Auction, the Debtor will not 

hold the Auction, the Stalking Horse Bidder will be named the Successful Bidder and the Debtor 

will seek approval of the Stalking Horse Agreement at the Sale Hearing. If one or more Qualified 

Bids is timely received from a Qualified Bidder (other than the Stalking Horse Bidder) in 

accordance with the Bidding Procedures, the Debtor shall conduct the Auction as set forth 

herein. 
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5. If the Auction is conducted, each Qualified Bidder participating in the Auction 

shall be required to confirm that it has not engaged in any collusion with respect to the bidding 

process or the proposed Sale, the Auction will be conducted openly and shall be transcribed, 

audiotaped  or videotaped. 

6. The Auction and Sale Notice, substantially in the form attached hereto as Exhibit 

2 is hereby approved. 

7. Within two (2) business days of entry of this Bidding Procedures Order, the 

Debtor shall serve the Auction and Sale Notice by email or first class mail upon the following 

parties: (i) the Office of the United States Trustee for the Southern District of New York, (ii) the 

Internal Revenue Service, (iii) the United States Attorney for the Southern District of New York, 

(iv) counsel to the UCC, (v) the U.S. Securities and Exchange Commission, (vi) any party 

known or reasonably believed to have asserted any lien, claim, or encumbrance or other interest 

in the Debtor or Doral Insurance, (vii) counsel to the indenture trustees for the Doral Notes and 

AFICA Bonds, and (viii) parties required by Bankruptcy Rule 2002(a).  

8. The Debtor is authorized and empowered to take all actions necessary to 

effectuate the relief granted in this Order in accordance with the Motion. 

9. Notwithstanding any Bankruptcy Rules to the contrary, the terms and conditions 

of this Order shall be immediately effective and enforceable upon its entry. 

 

 

 

 

15-10573-scc    Doc 68    Filed 03/31/15    Entered 03/31/15 19:36:19    Main Document   
   Pg 19 of 60



 

 -5- 
49019483_10 

10. The Court retains jurisdiction with respect to all matters arising from, or related 

to, the implementation and interpretation of this Order.  

 

Dated: ___________, 2015 
  New York, New York 
 
             
     UNITED STATES BANKRUPTCY JUDGE 
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Exhibit 1 to Bidding Procedures Order 

Bidding Procedures 
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UNITED STATES BANKRUPTCY COURT 
SOUTHERN DISTRICT OF NEW YORK 

------------------------------------------------------x 
In re       :  Chapter 11 

: 
Doral Financial Corporation,1   :  Case No. 15-_______ ( ) 

: 
Debtor.   :   

------------------------------------------------------x 
 

BIDDING PROCEDURES 
 

The following bidding procedures shall apply in connection with counteroffers for certain 
assets of Doral Insurance Agency or Doral Financial Corporation (the “Purchased Assets”) as 
described in the Asset Purchase and Sale Agreement between Doral Financial Corporation 
(“Seller” or the “Debtor”) and Anglo-Puerto Rican Insurance Corporation (“Buyer”) (such 
agreement, the “Stalking Horse Agreement”):2 

 
1.   Any counteroffer or bid for any of the Purchased Assets (a “Counteroffer”) shall comply 

with the following requirement:  
 

1.1. Any Counteroffer shall provide for a purchase price with a minimum cash or cash 
equivalent component payable at closing equal to the sum of (i) $10,750,000, 
subject to the Price Adjustment, plus (ii) $450,000, on account of the Breakup Fee 
and Expense Reimbursement, plus (iii) $150,000. 

2. Any Counteroffer shall further comply with all of the following requirements; provided, 
that the Debtor may, in their discretion exercised in good faith and without further order of 
the Court, waive any such requirements: 

2.1. Any Counteroffer shall: 

2.1.1. be in writing and be served on counsel to the Debtors, Ropes & Gray LLP, 
1211 Avenue of the Americas, New York, NY 10036, Attn: Mark I. Bane; 
Ropes & Gray LLP, 800 Boylston St., Boston, MA 02199, Attn: James A. 
Wright III, so as to be received on or before 12:00 noon (Prevailing 
Eastern Time) on May 6, 2015 (the “Bid Deadline”), three business days 
prior to the first scheduled date of the Auction; and 

2.1.2. be accompanied by (i) a deposit in the amount of ten percent of the initial 
bid, delivered to an escrow agent (the identity of which is to be determined 
by the Debtor in consultation with counsel to the UCC), by certified or 

                                                 
1 The last four digits of the taxpayer identification number of the Debtor are (2162).  
2 Capitalized terms used but not defined herein shall have the meanings ascribed to them in the order approving 
these bidding procedures. 
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cashier’s check or wire transfer, so as to be received on or before May 8, 
2015, the last business day prior to the first scheduled date of the Auction 
(as defined below); (ii) an executed asset purchase agreement (the 
“Counteroffer Asset Purchase Agreement”) and executed copies of all 
other transaction documents necessary to effect the proposed transaction 
(including all schedules) and a copy of the Stalking Horse Agreement 
marked to show all changes requested by the bidder (including those 
related to purchase price); (iii) an executed confidentiality agreement; and 
(iv) written evidence of a commitment for financing or other evidence of 
the party’s ability to consummate the transaction and payment of the 
purchase price at the Closing. 

2.2. The entity submitting a Counteroffer shall enter into joint escrow instructions with 
Seller and the escrow agent regarding the deposit delivered in connection with such 
Counteroffer. 

2.3. The terms and conditions of the Counteroffer must be, in aggregate, not materially 
more burdensome to Seller than provisions contained in the Stalking Horse Purchase 
Agreement. 

2.4. Any entity submitting a Counteroffer shall demonstrate to Seller’s satisfaction, in 
Seller’s sole discretion exercised in good faith, that such entity is able to 
consummate the transaction on the date and on the terms contemplated by the 
Counteroffer Asset Purchase Agreement. 

3. An auction (the “Auction”) for the Purchased Assets will be conducted by the Debtors at the 
offices of their counsel, Ropes & Gray LLP, 1211 Avenue of the Americas, New York, NY, 
on May 12, 2015, at 10 a.m. (Prevailing Eastern Time), or at such other date and time as 
determined by the Debtor in its sole discretion, exercised in good faith and after 
consultation with counsel to the official committee of unsecured creditors (the 
“Committee”).  The Debtor will send notice by electronic mail to the Core Notice Parties 
and counsel to any entity that has submitted a Counteroffer if the date, time, or place of the 
Auction changes. 

3.1. The Debtor and its professionals will direct and preside over the Auction. 

3.2. At the Auction, the Debtor may announce additional procedural or bidding rules for 
the Auction so long as the rules are not inconsistent with these Bid Procedures.  The 
Debtor shall maintain a transcript of all bids made and announced at the Auction. 

3.3. Each bidder participating at the Auction will certify on record at the commencement 
of the Auction that it has not and will not engage in any collusion with respect to the 
bidding or the sale. 

3.4. The Debtor will continue the Auction until there is only one bid for the Purchased 
Assets that the Debtor determines in its sole discretion, exercised in good faith and 
after consultation with counsel to the UCC, is the highest or otherwise best bid for 
the Purchased Assets. 

15-10573-scc    Doc 68    Filed 03/31/15    Entered 03/31/15 19:36:19    Main Document   
   Pg 23 of 60



 

 -4- 
49019483_10 

3.5. The Breakup Fee and Expense Reimbursement will be credited to the Stalking Horse 
Bidder’s bid. 

3.6. Each subsequent bid at the Auction must comply with the requirements for a 
Counteroffer set forth herein and be at least $100,000 greater than the preceding bid, 
or such amount as designated by the Debtor, after consultation with the UCC. 

4. A hearing to consider approval of the sale to Buyer pursuant to the Stalking Horse 
Agreement or another bidder submitting a higher and better offer at the Auction and any 
objections to such sale will be held on May 21, 2015, at 10 a.m. (Prevailing Eastern Time) 
at the United States Bankruptcy Court for the Southern District of New York, One Bowling 
Green, New York, NY 10002. 
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Exhibit 2 to Bidding Procedures Order 

Form of Auction and Sale Notice 
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UNITED STATES BANKRUPTCY COURT 
SOUTHERN DISTRICT OF NEW YORK 

------------------------------------------------------x 
In re       :  Chapter 11 

: 
Doral Financial Corporation,1   :  Case No. 15-_______ ( ) 

: 
Debtor.   :   

------------------------------------------------------x 
 

NOTICE OF SALE BY AUCTION AND SALE HEARING 
 

PLEASE TAKE NOTICE that, on March 31, 2015, Doral Financial Corporation (the 
“Debtor”) in the above-captioned chapter 11 case filed a motion [Docket No. [ ]] (the “Bid 
Procedures Motion”) with the United States Bankruptcy Court for the Southern District of New 
York (the “Bankruptcy Court”) (a) authorizing and approving the bidding procedures for the sale 
of (i) substantially all of the assets of Doral Insurance Agency LLC (“Doral Insurance”) or (ii) 
the Debtor’s equity interest in Doral Insurance, (b) approving the form and manner of notice of 
the Auction and Sale Hearing,and (c) scheduling an Auction and a Sale Hearing and setting other 
related dates and deadlines all as further described in the Bid Procedures Motion. On [ ], the 
Bankruptcy Court entered an order (the “Bidding Procedures Order”)2  approving certain bidding 
procedures attached thereto as Exhibit 1 (the “Bidding Procedures”). 

Copies of the Bid Procedures Motion, Bidding Procedures Order, and other documents 
related thereto are available free of charge on the website of the Debtor’s noticing and claims 
agent, Garden City Group, at http://cases.gcginc.com/dor/. 

PLEASE TAKE FURTHER NOTICE that the Debtor is soliciting offers for the purchase 
of Doral Insurance (as defined in the Bidding Procedures). All interested bidders should carefully 
read the Bidding Procedures and Bidding Procedures Order. To the extent there are any 
inconsistencies between this notice and the Bidding Procedures, the latter shall govern in all 
respects. 

PLEASE TAKE FURTHER NOTICE that, if the Debtor receives competing Qualified 
Bids within the requirements and time frame specified by the Bidding Procedures, the Debtor 
will conduct an auction (the “Auction”) of Doral Insurance on May 12, 2015 at 10 a.m. (Eastern 
Time) at the offices of counsel to the Debtor: Ropes & Gray LLP, 1211 Avenue of the Americas, 
New York, New York 10036. 

PLEASE TAKE FURTHER NOTICE that the Debtor will seek approval of the sale of 
Doral Insurance at a hearing scheduled to commence on May 21, 2015 at 10 a.m. (prevailing 
Eastern Time) (the “Sale Hearing”) or as soon thereafter as counsel may be heard, before the 

                                                 
1 The last four digits of the taxpayer identification number of the Debtor are (2162).  
2 Capitalized terms not otherwise defined herein shall have the meanings ascribed to such terms in the Bidding 
Procedures Order. 
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Honorable Shelley C. Chapman, United States Bankruptcy Judge in the United States 
Bankruptcy Court for the Southern District of New York, One Bowling Green, New York, New 
York 10004. 

PLEASE TAKE FURTHER NOTICE that objections to the proposed sale of Doral 
Insurance, if any, must: (i) be in writing; (ii) conform to the applicable provisions of the 
Bankruptcy Rules, the Local Bankruptcy Rules and the Case Management Order [Docket No. [ ]] 
entered in this chapter 11 case; (iii) state with particularity the legal and factual basis for the 
objection and the specific grounds therefor; and (iv) filed with the Court and served so the 
objection is actually received no later than May 15, 2015 at 4:00 p.m. (Eastern Time) (the “Sale 
Objection Deadline”) by the following parties (the “Notice Parties”): (i) counsel to the Debtor, 
Ropes & Gray LLP, 1211 Avenue of the Americas, New York, NY 10036, Attn: Mark I. Bane, 
(ii) counsel to the UCC, Schulte Roth & Zabel LLP, 919 Third Avenue, New York, NY 10022, 
Attn: Brian D. Pheiffer; and (iii) parties required by Bankruptcy Rule 2002(a).   

CONSEQUENCES OF FAILING TO TIMELY FILE AND SERVE AN OBJECTION 

Any party or entity who fails to timely file and serve an objection to the Sale of Doral 
Insurance on or before the Sale Objection Deadline in accordance with the Bidding Procedures 
Order shall be forever barred from asserting any objection to such Sale, including with respect to 
the transfer of property free and clear of all liens, claims, encumbrances and other interests.  
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Exhibit B 

Stalking Horse Agreement 
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Exhibit C 

Proposed Sale Order 
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UNITED STATES BANKRUPTCY COURT 
SOUTHERN DISTRICT OF NEW YORK 

------------------------------------------------------x 
In re       :  Chapter 11 

: 
Doral Financial Corporation,1   :  Case No. 15-_______ ( ) 

: 
Debtor.   :   

------------------------------------------------------x 
 

ORDER AUTHORIZING AND APPROVING THE SALE  
OF DORAL INSURANCE AGENCY, LLC OR ITS ASSETS 

 Upon the motion (the “Motion”)2 of the above-captioned debtor and debtor-in-possession  

(the “Debtor”) for entry of an order approving the sale of either (i) the Debtor’s equity interest in 

Doral Insurance or (ii) substantially all of the assets of Doral Insurance; and the Court having 

jurisdiction to consider the Motion and the relief requested therein pursuant to 28 U.S.C. § 1334; 

and consideration of the Motion being a core proceeding pursuant to 28 U.S.C. § 157(b)(2); and 

venue being proper in this District pursuant to 28 U.S.C. §§ 1408 and 1409; and the Court having 

found that no other or further notice is needed or necessary; and the Court having reviewed the 

Motion and the Flaton Declaration and having heard statements in support of the Motion at a 

hearing held before the Court (the “Sale Hearing”); and the Court having determined that the 

legal and factual bases set forth in the Motion and at the Sale Hearing establish just cause for the 

relief granted herein; and the relief requested in the Motion being in the best interests of the 

Debtor’s estate, its creditors, and other parties in interest; and any objections to the relief 

requested in the Motion having been withdrawn or overruled on the merits; and after due 

deliberation and sufficient cause appearing therefor, it is hereby  

                                                 
1 The last four digits of the taxpayer identification number of the Debtor are (2162).  
2 Capitalized terms used but not defined herein shall have the meanings ascribed to them in the Motion. 
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ORDERED, THAT: 

11.  The Motion is GRANTED to the extent provided herein. 

12. The Debtor is authorized to enter into the Asset Purchase and Sale Agreement 

(“APA”), attached hereto as Exhibit A, and to take all actions necessary to consummate the 

transactions contemplated thereby.  Pursuant to sections 105(a) and 363 of the Bankruptcy Code, 

the sale and transfer of the Assets (as defined in the APA) to the party that submitted the highest 

and best bid at the Auction (the “Purchaser”) pursuant to the APA is a legal, valid and effective 

disposition of the Assets, and vests the Purchaser with all right, title and interest of the Debtor to 

and in the Assets free and clear of all Encumbrances.3 

13. The APA and the transactions contemplated thereby may not be avoided under  

11 U.S.C. § 363(n). 

14. Upon the Closing, Purchaser will be deemed to have acted in good faith, as that 

term is used in 11 U.S.C, § 363(m), with respect to entry into the APA and consummation of the 

transactions thereby, and no reversal or modification of this Order on appeal will affect the 

validity of the APA or the transactions contemplated thereby. 

15. This Order and the APA shall inure to the benefit of and be binding on the 

Purchaser, the Debtor, its estates, its creditors, and their respective successors and assigns, and 

any trustees, if any, subsequently appointed in the Debtor’s chapter 11 case or upon a conversion 

to Chapter 7 under the Bankruptcy Code. 

16. To the extent of any inconsistency between this Order or the APA, this Order 

shall control. 

                                                 
3 In the case of a sale of the Membership Interests, all Encumbrances on Doral Insurance will be satisfied or will 
attach to the proceeds of the Sale with the same force, effect and priority as such liens currently have, subject to the 
rights and defenses, if any, of the Debtor and any party in interest with respect thereto. 
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17. Notwithstanding any Bankruptcy Rules to the contrary, the terms and conditions 

of this Order shall be immediately effective and enforceable upon its entry. 

18. The Court retains jurisdiction with respect to all matters arising from, or related 

to, the implementation and interpretation of this Order.  

 

Dated: ___________, 2015 
  New York, New York 
 
             
     UNITED STATES BANKRUPTCY JUDGE 
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Exhibit A to Sale Order 

 
 

APA
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Exhibit D 

Flaton Declaration 
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UNITED STATES BANKRUPTCY COURT 
SOUTHERN DISTRICT OF NEW YORK 
---------------------------------------------------------------X 
 : 
In re: : Chapter 11 
 : 
DORAL FINANCIAL CORPORATION, : Case No. 15-10573 (SCC) 
 : 
 Debtor. : 
 : 
---------------------------------------------------------------X 
 

DECLARATION OF CAROL FLATON IN SUPPORT OF  
DEBTOR’S MOTION FOR (I) AN ORDER (A) APPROVING BIDDING PROCEDURES 

FOR THE SALE OF DORAL INSURANCE AGENCY LLC OR ITS ASSETS, (B) 
APPROVING THE PROPOSED EXPENSE REIMBURSEMENT AND BREAKUP FEE,  
(C) APPROVING THE FORM AND MANNER OF NOTICE, AND (D) SCHEDULING 
AN AUCTION AND A SALE HEARING, AND (II) AN ORDER AUTHORIZING AND 
APPROVING THE SALE OF DORAL INSURANCE AGENCY, LLC OR ITS ASSETS  

 
  I, Carol Flaton, being duly sworn according to law, state the following under 

penalty of perjury: 

1. I am an employee and managing director of Zolfo Cooper, LLC, the direct parent 

of Zolfo Cooper Management, LLC, a New Jersey limited liability company (collectively, “Zolfo 

Cooper”).  The information included in this declaration (the “Declaration”) concerning Zolfo 

Cooper is based upon my personal knowledge, information supplied to me by members of the 

Debtor’s management or its professionals, my review of relevant documents, or my opinion 

based on upon my personal experience and knowledge of the Debtor’s operations and financial 

condition. 

2. This Declaration is being submitted in connection with the proposed sale of 

substantially all of the assets of Doral Insurance Agency, LLC (“Doral Insurance”), a wholly-

owned, non-debtor subsidiary of the Debtor, for which the Debtor seeks court approval in its 

Motion for (I) an Order (A) Approving Bidding Procedures for the Sale of Doral Insurance 
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Agency LLC or its Assets, (B) Approving the Proposed Expense Reimbursement and Breakup 

Fee, (C) Approving the Form and Manner of Notice, and (D) Scheduling an Auction and a Sale 

Hearing, and (II) an Order Authorizing and Approving the Sale of Doral Insurance Agency, LLC 

or its Assets (the “Motion”)1. 

3. Prior to the February 27, 2015 receivership of Doral Bank, Doral Insurance 

primarily serviced Doral Bank mortgage loan customers by connecting them with third party 

insurers for the purchase of insurance policies required under the borrowers’ mortgage loans, 

such as property and title insurance. The primary revenue sources for Doral Insurance are the 

fees and commissions it receives from customers in its insurance policy portfolio, along with 

profit commissions earned through profit share agreement with select insurers.  

4. The Debtor was aware in early 2015 of the possibility that, despite the Debtor’s 

efforts, Doral Bank might end up being placed in receivership. In a Doral Bank receivership, the 

Debtor expected that the value of Doral Insurance’s business could begin a rapid and substantial 

decline. Historically, 40% of Doral Insurance’s commissions have come from new business 

generated from issuing policies to Doral Bank mortgage lending customers. A Doral Bank 

receivership would essentially terminate the flow of new potential customers. 

5. Doral Insurance’s customers are also under no obligation to use Doral Insurance 

as their agent to broker new policies. Given Doral Insurance’s close business interplay with 

Doral Bank, the Debtor expected that once Doral Bank was put into receivership some customers 

may opt to switch to a new insurance agent when their existing policies come up for renewal, 

rather than renew with Doral Insurance. Further, the vast majority of Doral Insurance’s 

customers are borrowers on loans held by Doral Bank. In a Doral Bank receivership, many of 

                                                 
1 Capitalized terms used but not otherwise defined herein have the meanings ascribed to them in the 
Motion. 
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Doral Bank’s loans could likely be sold to other Puerto Rican banks with their own affiliate 

insurance businesses.  As a result of these factors, I believe that, in a Doral Bank receivership, 

Doral Insurance’s business, if wound down instead of being sold, could suffer dramatic declines 

in value in the very near term.    

6. In late 2014 and early 2015, prior to Zolfo Cooper’s involvement, the Debtor 

received inquiries from three insurance businesses regarding an acquisition of Doral Insurance. 

The Debtor determined to explore a potential transaction with one of these entities. The Debtor 

also explored the possibility of selling Doral Insurance to two entities that had purchased pools 

of loans from the Debtor and Doral Bank in 2014, as some of the borrowers for those loans were 

customers of Doral Insurance.  

7. In this process, the Debtor ultimately received one offer to buy substantially all 

the assets of Doral Insurance.  This offer was extended by Anglo-Puerto Rican Insurance 

Corporation (now the “Stalking Horse Bidder”). The Debtor also received an offer from an 

alternate potential buyer, but only to buy the portion of Doral Insurance’s portfolio relating 

directly to the borrowers for certain loans held by such potential buyer, approximately 10% of 

Doral Insurance’s total business. Reviewing these offers, the Debtor determined that the Stalking 

Horse Bidder’s offer was superior, not only because it was an offer to buy the entire business but 

also because the price offered, on a per unit basis, exceeded the offer from the potential buyer for 

a portion of the business. 

8. After completing negotiations, and after revising the terms of the agreement 

between the Stalking Horse Bidder and Doral Insurance subsequent to the bankruptcy filing by 

the Debtor, Doral Insurance and the Stalking Horse Bidder entered into that certain Asset 

Purchase and Sale Agreement, a copy of which is attached to the Motion as Exhibit B (the 
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“Stalking Horse Agreement”).  As reflected in the summary of the proposed transaction set forth 

in the Motion, the Stalking Horse Bidder was prepared to extend its commitment to the 

transaction in the context of a bankruptcy process only in consideration for the Breakup Fee and 

Expense Reimbursement.   

9. To protect against the rapidly diminishing value of the assets of Doral Insurance, 

the Stalking Horse Agreement contemplates an expedited auction sale process and provides 

certain bid protections to the Stalking Horse Bidder.  The Stalking Horse Agreement provides for 

Doral Insurance to sell substantially all its assets to the Stalking Horse Bidder for a purchase price 

of $10.75 million, subject to a purchase price adjustment, and for a breakup fee of $250,000 and 

reimbursement of reasonable expenses up to $200,000.  I believe that the sale price, breakup fee, 

and expense reimbursement provided in the Stalking Horse Agreement are fair, reasonable, and in 

the best interest of the Debtor’s estate.  

10. By the Motion, the Debtor seeks court approval of the proposed Bidding 

Procedures.  I believe the Bidding Procedures will permit a fair and efficient competitive sale 

process to confirm that the bid of the Stalking Horse Bidder is the best offer, or identify an 

alternative bid that is higher or otherwise better.  The Bidding Procedures are fair, transparent, 

and will derive the highest and best bid for Doral Insurance or its assets.  The timeline proposed 

for the Auction and Sale Hearing is warranted and necessary given the exigent circumstances and 

the need to sell Doral Insurance in a timely fashion. 

11. I believe that, given the potentially rapid decline of the value of Doral Insurance, 

approval of the Sale of Doral Insurance or its assets, on the terms set forth in the Motion, is the 

best way to preserve the current value of Doral Insurance for the benefit of the Debtor and its 

estate. 
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