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Memorandum
Date:
To:
From:
Re:

September 2005
All Subscribers and Founders of Scarlet Macaw Resort, L.P.
ioVest Development, L.L.C.
Status Report

Ladies & Gentlemen,
We are writing to report progress of the development of the Scarlet Macaw Resort.
Topics of discussion include the current status of land acquisition & development,
marketing, outreach, funding and other informative subjects.
Land Closing & Development Schedule
On January 31, 2005, an important milestone was achieved. On that date, a closing of the
Purchase Area 1 land parcel (Phase I of the development) took place enabling the process
of transferring the land to the ownership and control of the Scarlet Macaw Limited
Partnership. We have subsequently paid for and acquired Purchase Areas 2A & 2B
which completes the acquisition of one half of the 597 total acres at a cost of $3 Million
of the scheduled $6 Million in payments. We are expecting to complete the acquisition
of the remaining half of the property, Purchase Areas 2C, 2D, 3A, 3B, 3C & 3D based on
budgeted quarterly payments of $500,000 consistent with our development schedule.
With Phase I land under control, we were able to begin the process of developmental
engineering. The objective of this process is to fully develop the master site plan as a
precursor to preparing construction documents. Critical factors here included land usage
analysis, marina location and design, horticultural assessment, topographic and
bathymetric mapping and environmental impact analysis. These issues were addressed
by our architectural and engineering design team during the first and second quarters of
this year and we are pleased to provide you with our final site plan as an attachment to
this report. Some of the highlights of the final plan include:
•

Centralized and Expanded Marina. The custom marina has been developed by an
award winning marine engineer, Charles Shabica. The new design features a
unique breaker and jetty system that reaches out into the sea and enables access to
a deep water navigation channel while simultaneously nourishing and protecting
our beautiful sandy beaches. The full service marina is planned to provide shelter
for up to 200 vessels with accommodation for some boats up to 100 feet in length.
The marina will be finished with a landscaped pedestrian walkway for romantic
moonlight walks ending at a lighthouse located at the end of the breakwater

several hundred feet out into the Caribbean. Specific design features and
accommodations are still being developed and will be provided in a future report.
•

Waterway Villas. The inland waterway is planned to be divided into two
segments; one providing access to the sea and the other providing access to the
Placencia lagoon. Along the waterway we plan to construct villas arranged in 4
unit building structures. Each 4 unit building will contain 2 sets of 2 attached
villas divided by a central courtyard. The villas will contain three living levels, a
two car enclosed garage and private boat dock. The new site plan calls for 29
buildings containing 116 units along the marina waterway and 45 buildings
containing 180 units along the lagoon waterway for a total of 296 new residential
units for sale. The big news here is that the Partnership is projected to benefit
from the revenues and profits generated by the sale of these new units. The villas
promise to be a hot product and full features, specifications, prices and
profitability will be released as this information becomes available.

•

Rain Forest Preserve. During the course of the horticulturist’s initial site
investigation, she noted that a mature rain forest existed at the northern boundary
of our property. A mature rainforest is characterized by having three distinct
components: a tall canopy containing older trees reaching 100 to 200 feet into the
sky, a secondary growth of trees needing less sun and living at a lower level, and
a variety of plant communities living along the forest floor requiring little or no
sun. Each level houses numerous species of birds and plants from sun seeking
exotic parrots living at the top of the canopy to rare orchids preferring the shade
of the forest floor. The forest extends south along the western boundary of the
property and contains an estimated 80 acres. It will make the perfect setting for
the macaw preserve and provide visitors an opportunity to explore a natural
rainforest habitat along a planned nature trail. Incidentally, residents of the area
have told us of numerous sitings of a full grown jaguar walking out of the forest
to cross the Placencia road.

•

Snorkeling Reef. It seems the more we continue to investigate the Partnership’s
property, the more it reveals its treasures. Much like the discovery of the
rainforest, we have also identified a mature coral reef lying a mere 200 to 300 feet
offshore from the beach and extending nearly the full length of the property.
While not as significant as the Great Belize Barrier Reef lying just a few miles
offshore, it houses numerous aquatic wildlife including many varieties of coral,
fish and underwater plants. It will be an excellent place for beginning snorkelers
to experience the wonders of the sea at their own pace in a safe environment. The
reef is divided into 4 sections with 200 to 300 foot channels in between allowing
clear passage into the planned marina. If this isn’t enough, the reef is full of
lobsters and has been a traditional harvesting area for local divers who supply
lobster tails to the many resorts along the Placencia Peninsula.

•

Full Service Hotel. As the Partnership’s architect dug deeper into developing the
master site plan, he noted that we could move the planned hotel right to the beach
while still having enough beachfront for 36 condominium buildings. This is
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particularly significant because recent market research has shown that there is
strong demand for hotel suites being sold as condominiums. The demographic is
a younger buyer seeking a Caribbean getaway at a lower price point. The product
is typically a 450 to 550 square foot suite including a separate bedroom and living
area and is priced in the $150,000 to $200,000 range. The planned hotel is
projected to contain 260 units of hotel condominium suites with about 50,000
square feet of supporting commercial space including a spa, lobby, restaurants,
retail shops and administrative areas.
•

Placencia Road Commercial Space. Another new addition to the site plan is the
development of commercial and retail space along the Placencia Roadway. The
Partnership’s property is strategically located at the northern gateway to the
Placencia Peninsula affording the opportunity to capture retail business from
traffic traveling between the access road to the Southern Highway in the north and
the village of Placencia in the south. It is projected that as the residential
population along the Peninsula grows, demand for common retail services such as
automotive, convenience, food, arts & crafts and a myriad of other miscellaneous
retail services will also grow. The master plan calls for three retail clusters;
Commercial Area A, containing 92,200 net square feet of retail space located at
the southwest corner of the intersection of the Southern Highway Access Road
and Placencia Road, Commercial Area B, containing 198,500 net square feet
located on the southeast corner of the same intersection and Commercial Area C,
containing 80,400 net square feet located on the west side of Placencia road at the
southern boundary of the property. Altogether, the newly planned commercial
space is projected to contain 371,700 net square feet of retail space and a
significant addition to profitability for the Partnership.

•

Casino and Nightclub: It has also become apparent that there is a growing
demand for an upscale entertainment facility for those guests wishing to
experience a more active nightlife. However, a straw poll of our investors and
condo buyers suggests that such a facility should be separate and apart from the
peace and quiet preferred for the residential areas of the Scarlet Macaw Resort. In
order to satisfy both desires, we are planning a unique casino and nightclub
facility centrally located on the west side of Placencia road. With the Mayan
Mountains as a backdrop, the facility will be shaped in the form of a Mayan
Temple. The 85,000 square foot facility is projected to have three levels with a
60,000 square foot gaming floor on the lower level featuring a large atrium
protruding into the second level. A series of private chambers will populate the
perimeter of the second level and a nightclub will be built on the upper level with
a large open outdoor terrace highlighted by open torches which pay tribute to the
pyramid top signal fires of the ancient Mayan Culture. We are currently
exploring the possibility of working with a joint venture partner who possesses
the necessary experience to develop and manage a gaming operation.

Additional components to the site plan include:
•

A plant nursery and boat storage and maintenance facility both located in the
southwest corner of the property
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•

A 2,500 square foot harbor master building

•

A 5,300 square foot lighthouse complex with restaurant and bar built on the jetty

•

A 33,500 square foot reception center for Beach Condos South containing a lobby
& reception desk, restaurant & bar, convenience store, fitness center, sales center
and administrative area

•

A 25,000 square foot reception center for Beach Condos North containing a lobby
& reception desk, restaurant & bar, convenience store and fitness center

•

An eighteen hole golf course (we may announce a second golf course in a future
report) with 66 single family residential lots and a 33,000 square foot golf club
facility is also planned. The architect is currently in the process of interviewing
several well known golf course designers. Once a designer is chosen, a course
will be laid out and inserted into the master site plan, a copy of which will be
provided in a future report

•

A Central Utility Plant containing water, sewage , electrical and
telecommunications facilities to be located on a site to be determined on the west
side of Placencia Road

•

Various maintenance facilities, cabanas, rest room facilities and other
miscellaneous structures

In summary, the new master plan calls for a total of 988 residential units for sale and over
600,000 square feet of commercial and retail space for lease, which represents a 111%
increase over the previously projected 468 residential units for sale and a 389% increase
over the previously projected 122,500 square feet of retail space for lease.
Market Conditions
We have made previous references to the potential for a critical mass of development
building up in Belize and the Placencia Peninsula in particular. This potential is rapidly
transforming into reality as more and more developers are acquiring land and staking out
resort developments. This process is best explained by a recent national bestselling book
by Malcolm Gladwell called The Tipping Point. In his book, Gladwell describes how
certain fashion trends, products, social habits and other cultural phenomena move from
relative obscurity to mainstream almost overnight much like a balance scale suddenly tips
to one side. The stimuli for tipping, according to Gladwell, are special people he defines
under the headings of “mavens”, “connectors” and “salesmen”, people who are able to
influence others to a substantial degree. In our opinion, the tipping point is rapidly
approaching for Belize and the Placencia Peninsula. The substantial influence is
probably coming from celebrities seeking a private getaway to destinations within the
Caribbean that place a high value on privacy, security and ecological preservation. Most
prominent among the celebrities who have come to Belize is none other than Francis Ford
Coppola, director of the Godfather, Apocalypse Now and many other breakthrough
movies. One can hardly pick up a travel guide, fashion magazine or newspaper and not
read a story about his two Belize resorts, Blancaneaux in the Maya Mountains and the
Turtle Inn in Placencia. Recently, we have learned that Leonardo DiCaprio and Robert
DiNiro have joined the ranks of celebrity land ownership in Belize. Surely, development
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interest in Belize has been building for many years, especially within the diving & sport
fishing community. But no one can doubt that the buzz engendered by these celebrities
has put Belize at the front of emerging destinations in the Caribbean. Recently, we had
the good fortune to meet up with the man behind the Belize media frenzy, Mr. Allan
Fliss, of Richartz, Fliss, Clark and Pope a top Madison Avenue PR Agency. It turns out
that Allan’s firm represents the Belize Tourism Bureau and is responsible for leveraging
Coppola’s celebrity to bring attention to Belize. We are pleased to announce that we are
in the process of engaging Allan to represent the Scarlet Macaw Resort as well. Allan
advises that we have only seen the beginning of a major media campaign currently
underway to place Belize in the forefront of Caribbean destinations. Keep an eye on the
media as the campaign is rolled out during the next high season.
One benefit of Belize reaching the tipping point is a measurable rise in the value of
beachfront land. Naturally, as demand and the pace of acquisition have accelerated, the
price of this limited resource including the Partnership’s land has grown. A good
indicator of the value of the Partnership’s land is the current price of a standard
beachfront lot on the Placencia Peninsula. A recent phone call to Jim Parker, developer
of the Plantation and the area leader in establishing market prices for beachfront land in
Placencia, yielded the following remarkable information. Jim’s last 17 sales of
beachfront lots measuring approximately 80 feet (of frontage on the Caribbean) by 150
feet of depth were recorded as follows:
Date

# of Lots Sold

Price per Lot

January 2005
March 2005
May 2005
June 2005

4
10
2
1

$140,000
179,000
192,000
198,000

Price per Ocean
Front Foot
$1,750
2,237
2,400
2,475

These are Parker’s last remaining lots in Stage II of the Plantation located directly
adjacent to the Partnership’s Property on its southern boundary. To put this into
perspective, we paid $1,174 per ocean front foot for our portion of Plantation Stage II.
While this value increase does not immediately translate into profits for the Partnership,
Investors should take comfort in knowing that the risk of ownership of both investment
units and Condo Units has been dramatically reduced if not altogether eliminated. You
can draw your own conclusions.
During recent trips to Placencia we have met several new developers who have acquired
land in or near the Placencia area. We met three developers who are developing 60, 100
and 600 condominium residential units respectively and we believe there are many more
developers in country that are still operating under the radar. Most notably is Harry
Walia, a Florida resident, who is CEO of Belizea, a 600 unit resort on 2,300 acres located
about 30 miles north of the Placencia Peninsula. Harry informs us that not only is he
building a full service resort, he is also developing on his property a new international
jetport to serve southern Belize. The jetport will have a 12,000 foot runway and customs
station allowing direct flights, including wide body aircraft, from anywhere in the world.
5

Needless to say, this is really big news for the Scarlet Macaw Resort, LP because it will
dramatically shorten travel times to Placencia and make the Scarlet Macaw Resort
accessible to a larger world wide market.
Funding
The response to our Offering of Limited Partnership Interests and Incentive Priced
Condominium Units has been very successful. As of this writing, we are pleased to
report that we have raised $3.0 Million in Subscriptions to the Limited Partnership and
$3.0 Million of Incentive Priced Condominium Prepayments for a total funding of $6.0
Million. Currently, there is significant open interest building up in the pipeline as word
of this exciting project is spread among friends and neighbors. In addition to raising
capital, the funding process has produced an unexpected bonus. Participants who have
made the journey to Placencia to view the project have returned home to report that they
have become part of a new family. It seems that, as a group, we have all experienced a
sense of community as we shared the many treasures of Belize, especially its wonderful
people, its ecology and its physical beauty.
Looking forward, it is reasonable to project that the expanded site plan should translate
into expanded profitability for the Partnership. However, while the construction of some
components can be funded from cash flow, others will require separate funding. For
example, the construction of the Marina and Lagoon Villa buildings can be constructed
from cash flow in the same way a condominium building containing can because the
Partnership will receive immediate cash for reinvestment upon the delivery of the 4 villa
units or 12 condo units can be constructed from cash flow. The projected cost of each is
approximately $1,000,000 and $2,500,000 respectively, the seed capital of which is
provided in equity funding. However, the hotel building, which is projected to cost in the
range of $25 to $30 Million, must be completely built to deliver even the first unit.
Obviously, the scope and cost of the construction of the hotel mandate a separate funding.
This is not a new concept; the original projections called for joint venturing with a flag
hotel operator such as a Hilton, Ritz Carlton or others. At the time our projections were
first assembled, the idea of selling hotel suites as condominium units was unknown and
building a hotel strictly for rental purposes was outside the scope of the partnership’s
funding. At that time, it made more economic sense to simply lease the land to a hotel
operator and enjoy the nominal income which would derive from a long term land lease
given to the chosen hotel operator. What is new is, given the significant added
profitability which may derive from selling the hotel suites, the partnership can take a
more active development role in the hotel to earn a share of the potentially greater profits.
It is reasonable to project that, the Partnership can make much more profit today by
selling the hotel suites as condominiums versus earning a nominal annual rental fee from
a long term land lease. The Partnership is also looking at the possibility of taking a more
active role in the development and operation of the casino and nightclub to bring more
profitability to the Partnership. However, this facility may cost well over $15,000,000
and will also require additional funding.
Suffice to say, current investors will participate in a higher level of profits from all of
these operations, but we cannot project these numbers until business plans and separate
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funding are completed for each. We have determined, however, that an additional $7
Million will be needed to fund the infrastructure and some construction associated with
the expanded site plan including expanded infrastructure the larger Marina, the Marina
Canals and the first few Marina Villas. This is projected to be raised by increasing our
initial offering of 50 Limited Partnership Units to 75 and increasing the sale of incentive
priced condominium units from 20 to 50. Although the increase in Limited Partnership
Units creates a 50% dilution to existing Limited Partners, the revenue stream engendered
by the expanded site plan and concurrent increase in residential units by 107% and
commercial & retail space by 389% clearly indicates a higher overall return than
originally projected for all Investors. Add to that the potential of joint venture profits
from the sale of 260 hotel suites, casino gaming revenues and greatly increased
management income due to the larger scale of rental operations and the possibilities
become somewhat unimaginable. Nevertheless, we are in the process of building specific
business plans for each sub-project and will eventually compile each plan into an overall
revised financial projection and profit forecast for the partnership. Barring an unlikely
financial restructuring brought about by a catastrophic impact to the project, we
anticipate that Investors to this Offering will participate in profits from all income
generating activities associated with the development of the Partnership’s Property.
Architectural designs, market studies, revenue forecasting and cost analysis need to be
conducted for each of the new development components to project the financial impact of
the improved site plan.
In the meantime, our immediate goal is to launch Phase I of the project which includes
simultaneously implementing the retail marketing of condominium units and
commencing construction. The marketing program is being rolled out on several fronts.
We are currently in the process of researching the optimum organizational structure to
market the residential units at Scarlet Macaw. These include:
•

negotiating with several high level brokers who have the capability of moving
large numbers of units to our target markets

•

determining the feasibility of establishing a sales center in Chicago

•

establishing a web based lead generation system

•

undertaking an international media and public relations campaign

As of this writing, we have engaged a top web designer, Tom Brady of The Destination
Group to build and operate our web site. Tom has built and maintains web sites for many
large real estate development projects including many prominent retirement and resort
properties. You can visit his site at www.dgrp.com to view his experience and
capabilities. Also, we have engaged the Meridian Group, a top marketing and advertising
company to develop our message, branding and promotion strategies. You can visit their
site at www.themeridiangroup.com to get a feel for the depth of their capabilities.
On the construction scene we pleased to inform you of the engagement of the
Bush/Kowert Group, a construction management company with over $7 Billion of hard
construction experience to their credit. Doug Kowert and his partner Bob Bush will be in
charge of setting up and supervising day to day construction activity. To give you an
idea of the depth of their experience, Doug is fond of telling the story of one particular
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project where he was the construction supervisor of the first hospital for the king of Saudi
Arabia back in the 1970’s. The hospital was built at a cost of $975 Million and Doug, as
senior construction supervisor, routinely met with the king and his advisors over a period
lasting several years.
Phase I construction was effectively launched when soil borings commenced in the first
week of September. Also, under the guidance of our horticulturist, Lisa Hammer, over
1,000 trees and plants located in the Phase I area have been tagged and inventoried for
possible removal and relocation to the plant nursery. Currently, we are completing our
Environmental Impact Assessment (EIA) to be presented to the Department of the
Environment in November. Approval of the EIA is required prior to large scale
earthmoving and infrastructure development which is projected to begin during
December. Please note that the Department cannot unreasonably withhold approval of
the EIA. Their role rather, is to have input into the development process to insure that the
pristine ecology of Belize, perhaps its most valuable asset is preserved. Phase I is being
divided into sub segments as follows:
Phase I-A (Scheduled for delivery December 2006)
•
•
•
•
•
•
•
•

Marina
Marina Canals
Infrastructure Support (A central utility plant consisting of sewer, water,
electrical and telecommunication facilities)
Four to Six Condominium Buildings (48 to 72 condo units) in Beach
Condos South (See new expanded site map)
One Swimming Pool
Reception Center (containing lobby, restaurant and bar, fitness center,
convenience store, administrative and sales facilities)
Dive and Tackle Shop
Plant Nursery

Phase I-B (Scheduled for delivery October 2007)
•
•
•
•
•

The Remaining Condo Buildings in Beach Condos South
The Remaining Swimming Pool in Beach Condos South
Lighthouse Bar and Grill
Tennis Courts
Rainforest Nature Trail and Macaw Preserve

Phase I-C (Scheduled for delivery December 2007)
•
•
•

13 Marina Villa Buildings (52 Units)
Commercial Area C
Boat Storage Facility
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Phase I-D (Scheduled for Delivery October 2008)
•

The Remaining 13 Marina Villa Buildings (52Units)

As you can see, we are projecting that Phase I-A will be completed on or about the
beginning of the high season in 2006. That means that we will have a fully functioning
resort with condominium units ready for move in and all the important amenities.
However, this schedule is subject change and can be affected by many factors including
availability of funds, market conditions and the pace of sales, weather conditions,
availability of construction materials and labor and so on. Nevertheless, we believe this
schedule to be realistic and will do everything within our means to make it happen. The
remaining phases of development are currently projected as follows:
Phase II- A: (Scheduled for delivery in October 2008)
•

Beach Condos North including 9 condominium buildings, reception center, one
swimming pool, etc.

•

Commercial Area B

Phase II-B: (Scheduled for delivery in October 2009)
•

Beach Condos North, the remaining 9 condominium Buildings

•

Commercial Area A

Phase III Lagoon Villas
•

South Section A: 60 Villas (Scheduled for Delivery in December 2007)

•

Center Section B: 60 Villas (Scheduled for delivery December 2008)

•

North Section C: 60 Villas (Scheduled for delivery December 2009)

Phase IV Condominium Hotel
•

South wing and support facilities (Scheduled for delivery October 2008)

•

Harbor Master Building (Scheduled for delivery April 2007)

•

North Wing (Scheduled for delivery October 2009)

Phase V Casino & Nightclub (Scheduled for delivery October 2008)
Phase VI Golf Course
•

18 Hole Golf Course A & Clubhouse (Scheduled for Delivery October 2008)

•

Possible 18 Hole Golf Course B (Scheduled for delivery October 2009)

Again, this schedule is a projection and subject to change from a myriad of unforeseen
conditions.
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Community Outreach
In keeping with our promise to partner with the country to help foster its growth
objectives, we have taken a first step by donating to a local educational initiative called
HANDS Belize Foundation. HANDS (Help Assistance Needs Development Service)
was formed by Hon. Rodwell Ferguson who is the Parliamentary Representative for the
Stann Creek West District (the District in which Placencia is located), deputy Minister of
Tourism and recently appointed to the Prime Minister’s Cabinet. Hon. Ferguson formed
HANDS to provide tuition, school supplies, uniforms, shoes and nutrition to all schools
in the Stann Creek West District. Many of you who visited Placencia learned that the
costs of a high school education must be borne by the parents of Belize children and in
large families only one or two of the children get to go to high school leaving the others
behind to work and support their siblings’ education.
Anticipating the need and importance of providing for costs associated with community
outreach, the project budget contains a generous line item for what is typically called
“impact fees”. These are costs that are normally levied on a development when the
increased density arising from the project puts stress on certain community services such
as schools, police & fire protection, water & sewer and the like. It is unlikely that the
Scarlet Macaw Resort will be charged for such services as a direct cost levied by the
community because they have no such formal fees. Actually, the project will provide a
significant net positive impact via its significant investment in the project, the creation of
jobs, and increased tax revenues. Nevertheless, our impact fee budget enables us to act
on our own initiative to reach out to the community and the country overall in a way that
fosters support for our project and forges strong long term relationships with community
residents and local and national politicians.
So, when the formation of HANDS was first announced, we immediately responded to
Hon. Ferguson in an email applauding his initiative and offering an initial modest
donation. Ferguson met with us for dinner on one of our regular development trips to
accept the donation at which time, he elaborated on his vision and the need for more
funds. He pointed out that as donations come in, they are invested in profit making
enterprises, the profits of which are used to fund the referenced educational costs. Over
time the HANDS foundation would become self sustaining and not require continuing
donations. However, he went on to tell us that the foundation would not generate
sufficient funds for the upcoming 2005/06 school year and he is seeking one time
donations to raise funds sufficient to send all of his kids to high school this year. We
believe that the education of the children of Belize is perhaps the most worthy cause we
could support, so we are pleased to inform you that a second donation was made which,
when added to his other fund raising efforts, enabled him to meet his goal.
When Ferguson received our pledge, he was deeply moved (as were we simply because
fate had put us in a position to help), and could not thank us enough. He saw our pledge
as an opportunity to gain momentum for additional funding from other sources and we
quickly became the center of Belize media attention for a few days. More importantly,
our act of faith has garnered us two face to face private meetings with the Prime Minister,
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Said Musa, which has given us an opportunity to bring awareness of the Scarlet Macaw
project to the highest office in Belize and further the Partnership’s development goals.

Partnership Tax Return Filing
During the calendar year of 2004 the Scarlet Macaw Resort Project was in its pre-launch
and initial fundraising stage. Payment and acquisition of land did not occur until
calendar year 2005 and all of the organizational aspects of business operations were
directed through the General Partner’s legal entity, IoVest Development, L.L.C. As such,
the Partnership did not incur any obligatory reporting requirements in calendar 2004 and
will file its first tax return at the conclusion of the 2005 calendar year. All subsequent
reporting and compliance will be performed within calendar year time frames (Quarterly
reporting will be based on calendar year also) in accordance with IRS regulations.
We trust that you have found this report to be informative and enlightening. For
additional information regarding the various modifications to the site plan and the
Offering, we refer you to the enclosed updated Executive Summary of the project. We
look forward to spending more time together and enjoying the fruits of this extraordinary
endeavor.
Sincerely,
ioVest Development, L.L.C.

Paul Goguen
___________________________
Paul Goguen, Manager
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Date:
To:
From:
Subject:

December 2006
All Subscribers & Founders, Ara Macao Holdings, L.P.
ioVest Development, L.L.C., General partner
Status Report of Ara Macao Resort and Marina

Ladies & Gentlemen,
We are writing to report on the progress of the development of the Ara Macao Resort and
Marina in Belize. We are pleased to tell you that the Partnership has made significant
progress in the execution of its business plan having achieved several important
milestones over the 12 months since our last report. The report provides an update on
several topics of interest including land acquisition, engineering, water supply discovery,
environmental clearance, construction, Partnership financial position, funding and more.
In the future we will report progress via our website, www.aramacao.com and also
publish a quarterly newsletter beginning in Q1 07.
Land Acquisition
The Land Acquisition table below illustrates the Partnership’s proposed take-down
schedule of the Ara Macao development property. As of this writing, the Partnership has
fully paid for in cash over 80% of the property consisting of all but Purchase Areas 3C
and 3D. We project these will be paid for prior to the beginning of construction (See
“Construction” below).
Ara Macao Land Purchase Schedule

Purchase Areas
Purchase Area 1
Purchase Area 2A
Purchase Area 2B
Purchase Area 2C
Purchase Area 2D
Purchase Area 3A
Purchase Area 3B
Total Acquired and Paid
Purchase Area 3C
Purchase Area 3D
Total Pending
Grand Total

Purchase Price
$2,000,000
500,000
500,000
500,000
500,000
500,000
500,000
$5,000.000
500,000
500,000
$1,000,000
$6,000,000

Approximate
Acreage
124.9
55.2
55.2
55.2
56.8
58.8
58.8
464.9
58.6
58.4
117.0
581.9

Approximate Ocean
Frontage in Linear
Feet
1,704.2
561.3
368.5
383.0
438.1
375.1
418.6
4,248.8
408.1
410.9
819.0
5,067.8

Payment Status
Paid
Paid
Paid
Paid
Paid
Paid
Paid
Pending
Pending

The Partnership’s property continues to appreciate in value. Recent sales of beachfront
property on the Peninsula have moved above $3,000 per linear foot of ocean frontage.
The following table contains current listings with an average price of $3,937 per linear
foot of beachfront. Keeping in mind that the Partnership is acquiring the Ara Macao
property at $1,184 per linear foot of ocean frontage, it may be reasonable to project that
the Partnership’s property has experienced more than a tripling in value.
Beachfront Land Prices
Placencia, October 2006
Smaller Lots
Coco Plum-Placencia
Placencia Road
Placencia Road
Placencia Road
Plantation
Larger Lots
Rum Point
Luba Hati
Average

Oceanfront
Footage
120
85
93
65
116.5
Oceanfront
Footage
550
200

Depth
235
120
400
56
300

Price US$
$ 380,000
225,000
280,000
235,000
340,000

Acres
7.3
1.75

2,600,000
1,495,000

Price Per
Oceanfront Foot
$
3,167
2,647
3,011
3,615
2,918

4,727
7,475
3,937

$

And this may only be the beginning of escalating property values in Belize. Recent
listings of beachfront land in the Caribbean Basin and Central American markets as
depicted in the table and map below now range from a low of $3,800 per linear foot to a
high of $43,750. The mean average for the 20 listing sample is $15,410 for one foot of
ocean frontage!
Beachfront Land Prices
Popular Caribbean and Central American Resort Destinations
October 2006
Subject Property
Ara Macao

Map #
Placencia Peninsula, Belize

Acres
582

Ocean
Footage
5,068

$

Price per
Price
Ocean Ft.
6,000,000 $
1,184

Comparable Properties-Popular Caribbean and Central American Destinations
Butler Bay - St. Croix
Grand Bahama Island
Eleuthera
Georgetown
Grand Bahama Island
Lyford Cay - Nassau
Rendezvous Bay
Dian Bay
Tulum
Majahual
Cancun
Cancun
Jalisco
Guanacaste
Aquazul
Falmouth
Westmoreland
Grace Bay Beach
Punta Cana
Gasper Hernandez
Average Comparable Pricing

US Virgin Islands
Bahamas
Bahamas
Bahamas
Bahamas
Bahamas
Antigua
Antigua
Quintana Roo, Mexico
Quintana Roo, Mexico
Quintana Roo, Mexico
Quintana Roo, Mexico
Mexico
Costa Rica
Costa Rica
Jamaica
Jamaica
Provo, Turks and Caicos
La Altagracia, Dom. Rep.
Domincan Republic

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20

65
5.4
20
1.3
333
6.2
330
5
2.5
420
374
392
6.9
50
9
23
302
4.89
2,548
281

700
500
2,000
300
1,148
600
5,280
80
66
1,312
2,457
2,460
335
1,200
200
1,200
3,959
266
14,766
1,500

6,450,000
1,900,000
10,000,000
4,000,000
23,000,000
24,500,000
45,000,000
3,500,000
550,000
12,050,000
38,500,000
46,600,000
2,500,000
16,500,000
2,100,000
6,000,000
25,000,000
9,750,000
371,165,000
10,134,000
$

2

9,214
3,800
5,000
13,333
20,035
40,833
8,523
43,750
8,333
9,184
15,670
18,943
7,463
13,750
10,500
5,000
6,315
36,654
25,136
6,756
15,410

Caribbean Resort Destinations
Location Map

Engineering
The Master Land Plan has been completed after much iteration. The central focus of the
land planning effort has been the siting, engineering and modeling of the 65 acre marina
basin. The first step in developing the marina was to identify the optimum location
within the property, taking into account both topographical (land) and bathymetric
(underwater) features.
Ecoworks, a Belize engineering firm was hired to construct a planimetric map from a
series of aerial images captured with ultra high resolution multi and hyper-spectral
camera equipment. Once the images were assembled, they were stitched together and
overlaid onto the property survey.
The planimetric map pictured below is one of the products of this process.
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Ara Macao Planimetric Map

As can be seen from the map, the property has a natural propensity to hold water in
certain areas which became the key targets for excavating the marina. Also, the
bathymetry (underwater images) showed that there were several channels between the
offshore reefs to provide clear passageways for ingress and egress to the marina.
Once the marina was located, an optimum design could be developed. Key elements of
the marina design include water turnover time, commonly known as flushing, jetty design
and granular make-up of the beach top sand. Under the direction of our marine engineer
Dr. Charles Shabica, a third party consultant, Moffat and Nichol, was engaged to run
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several marina designs through various computer modeling programs to identify a design
that optimizes flushing. The goal is to create a design that causes the water in the marina
basin to move in and back out to sea in under 4 days to avoid stagnation and the
collection of debris. As can be seen in the illustration below, the final design takes on an
organic form with no sharp angles producing a water residence time of only 2.9 days.
Of equal importance is the design of the jetty system. The jetty is streamlined and points
southward to allow the littoral drift (water currents carrying nourishing river sand from
the north) to bypass the marina. This mitigates the likelihood of sand collecting in the
Ara Macao channels which could potentially block passage and require constant and
costly dredging while also inhibiting the possibility of starving the beach areas directly
south of the Ara Macao property. It is noteworthy that the jetties will be made of large
boulders which will eventually become a living habitat for the tasty indigenous spiny
lobster.
Moffat and Nichol
Marina Design

As the marina took shape, Dr. Shabica turned his attention to beach design and sand
maintenance. After testing sand samples from the existing beach and soil samples from
core borings done in the area of the proposed marina basin, Dr. Shabica devised a unique
plan. It was noted that a portion of the existing shoreline was eroded from previous
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storm activity leaving the beach area composed of silty sand with clay and various
organic materials interspersed with the sand. This composite sand creates turbidity in the
water on windy days. The good news is that the ground underneath the marina basin is
composed of nearly pure sand deposits laid down millions of years ago. Moreover, the
sand is the perfect granular size for building beaches. As the marina is excavated, the
sand will be filtered and poured over the Ara Macao shoreline resulting in swimming
areas that will exhibit clear water free of turbidity. This plan also solves the problem of
relocating the excavated material as the marina is developed. The design and location of
the marina was particularly important because the other components of the project could
not be located and designed without placing the marina in a fixed position. Once done,
however, the master plan could be completed. A copy of the master plan is attached as
Exhibit A.
Water Supply Discovery
The Partnership engaged Jose (“Pepe”) Garcia, President of Tunich Nah Consultants as
the project’s chief engineer for all civil and environmental matters. Mr. Garcia, who
incidentally founded the Department of the Environment in Belize shortly after the
country became independent in 1981 and was its first Minister, is the ideal candidate to
represent the Partnership in environmental matters. From the time he was a young man
hunting jaguar in the rain forest with bow and arrow, Mr. Garcia has been a chief
proponent in the preservation of Belize’s pristine environment. Moreover, he is
intimately familiar with its landscape both above and below the water.
Caribbean resort developments frequently encounter conflict when using local resources
such as water. Water is an increasingly precious commodity worldwide especially at
island and coastal resort areas. However, Mr. Garcia believed that a significant
underground aquifer may exist at the northwest corner of the Partnership’s property. He
theorized that an artesian drive emanating high in the Mayan Mountains flowed
underground through porous limestone and settled in the low-lying savannah surrounding
the property. Upon completion of the residential and commercial spaces in the project
master plan, the project is estimated to use about 325,000 gallons of fresh water per day.
This calculation is based on full occupancy of all residential and commercial space,
which is unlikely to ever occur (the Partnership’s financial projections are based on a
60% occupancy), but serves as a good measure to plan for providing a cushion against the
worst case scenario.
Under Mr. Garcia’s guidance, a well rigger was engaged and two test wells were
perforated in the area of the projects’ proposed nature reserve. Sure enough, one of the
wells encountered Mr. Garcia’s theorized aquifer at approximately 60 feet which
continued to a depth of 125 feet. The aquifer with a total thickness of 65 feet has now
been pump tested at an amazing 400+ gallons per minute with a head draw down of only
4 to 5 feet using the two largest pumps that Mr. Garcia could locate in the area. He
believes that when the water supply system is fully installed, with larger properly
calibrated pumping equipment, the well could have a free flowing sustainable capacity of
1,000 gallons per minute or about 1.4 million gallons per day. Moreover, Mr. Garcia
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believes this is the most significant water well ever drilled in the entire country and its
discovery may, over time, prove to be more important than the discovery of oil reserves
in the northern part of Belize. Of equal significance, the water from the well tested of
excellent quality. The salinity levels were negligent with little in total hardness and
nutrient content and will require little in treatment.
Environmental Clearance
Perhaps the biggest challenge to face the Partnership has been obtaining approval from
the Department of the Environment to proceed with its proposed development. The
people of Belize know full well that the country’s pure environment is clearly its greatest
asset. It is the one distinguishing factor that separates Belize from so many other
Caribbean destinations and accounts for the country’s rising popularity with travelers.
Accordingly, the government’s prime mandate is to keep the environment pure and they
have enacted legislation to provide guidance to developers. The National Environmental
Appraisal Committee (NEAC) is an independent group of thirteen environmental experts
representing the various governmental and non-governmental agencies responsible for
the preservation of the Belize environment. Among the agencies are included the
Department of the Environment, Lands and Survey Department, Institute of Archeology,
Fisheries Department, Geology and Petroleum Department, Meteorology and Hydrology
Department, Agriculture Department, Forest Department, Housing and Planning
Department, Public Health Bureau, Coastal Zone Management Institute and Authority
and the Audubon Society.
The NEAC administer a process known as the Environmental Impact Assessment (EIA)
which all new land developments in Belize must follow. Depending on the size of the
project, the process should typically take about 6 months to receive clearance from
NEAC. It is best to hire a local engineering firm to prepare the EIA document and
represent the developer as its advocate in the process. Naturally Pepe Garcia was again
perfect for the job. Not only was he founder of the Department of the Environment, but
also he authored most of the regulations! Mr. Garcia was engaged in September of 2005
to begin the process by preparing the EIA document. The EIA document contains a
written description of the proposed project, a detailed analysis of the possible negative
impact the project may have on the local physical and social environment, the steps the
project will take to mitigate any possible negative impact and a description of the
physical, economic and social benefits which the project will bring to the local
community. Completion of the document requires input from many engineers, scientists,
archaeologists and other environmental disciplines to be able to accurately respond to the
informational needs of the various agencies represented by NEAC. An initial draft
containing over 350 pages in two volumes was presented to the NEAC Committee in
early December 2005 and a required public consultation was held in Riversdale, just
north of the Partnership’s property, on December 14, 2005. The purpose of the public
meeting, which is part of the EIA process, is to provide an open forum for dialogue
between the developer and interested parties in the project’s zone of influence. The
project’s zone of influence is depicted in the map below.
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The public consultation provided an opportunity for the developer to make a presentation
of the proposed development, and answer questions and possible objections raised by the
attendees. The meeting was attended by about 100 people who were primarily Seine
Ara Macao Zone of Influence

Bight and Riversdale residents and business people, although a few people representing
Santa Familia, Santa Elena and other locations were in attendance. Although the first
public consultation engendered spirited debate, questions were answered satisfactorily
and no material opposition to the project arose. A final draft of the EIA document was
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presented to the NEAC in mid January, but was not formally reviewed until the second
week of April. The delay resulted from a series of complaints filed by several activists
who asserted that the Project was detrimental to the Placencia community. They further
asserted that the village of Placencia, in particular did not receive sufficient notice of the
Riversdale public consultation. In response to what seemed to be a growing popular
movement against the project, the NEAC committee held off its formal review until April
15th so it could meet with those in opposition and consider their concerns. At the formal
NEAC meeting, the NEAC members requested that the developer respond to eight points
of clarification in the form of an addendum to the EIA final draft. In addition, they
requested that the developer hold a second public consultation so as to include the
concerned citizens from Placencia Village.
The second public consultation was held in Seine Bight on May 3, 2006. Approximately
200 + people, primarily from Placencia and Seine Bight, attended. Those in attendance
seemed to be dominated by a handful of well organized activists from the village of
Placencia. Although the presenters provided a professional representation of the findings
of the Environmental Impact Assessment, the consultation was disrupted by a few
outspoken politically motivated people representing a limited point of view characterized
by individual self interest. The majority of the people in attendance, when interviewed
later, were found to be in favor of the project as can be seen by the significant number of
signatures and support letters described below. Unfortunately, it was the inflammatory
language of the activists that was reported in the media. In response to the negative media
play arising from the second public consultation, Hon. Rodwell Ferguson, Stann Creek
West Area Representative, requested that Ara Macao representatives reach out and visit
the many villages, businesses and organizations within the Ara Macao 12 mile zone of
influence to raise public awareness of the project and explain the potential benefits of the
project. It was further requested by Mr. Ferguson that the outreach initiative culminate in
a third public consultation to be held in Independence on May 31. Ara Macao was happy
to oblige and immediately organized a campaign to get the facts of the project out to the
people of Belize.
During the period from May 28 through the public consultation date of May 31,
representatives of Ara Macao visited numerous persons, government agencies, businesses
and organizations throughout Belize City, Belmopan (the capital) and many of the
villages of Stann Creek West, including Placencia, Seine Bight, Independence, Maya
Center, Dangriga, Hopkins, Silk Grass, and others. They met with several ministers of
state and their staff, several influential business owners, several Belize organizations and
the chairmen of several villages. During each meeting, they made a PowerPoint
presentation which describes the project and the potential benefits it holds for Belize and
its people. In addition, they provided them with a two page letter describing the facts of
the project and refuting much of the misinformation which had been disseminated by the
activists. Questions were asked and answered. Typically, people were pleasantly
surprised by what they witnessed and commented that the facts were much more
understandable and acceptable than the fiction that was being promoted by the activists
and printed in the press. More importantly most all of those visited offered their support
either through signed written letters or word to mouth. To date, over 1,000 letters of
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support and signatures have been received and more letters of support are received daily.
At the end of each presentation the Ara Macao reps informed the people of the meeting in
Independence scheduled for May 31 and invited them to attend. They noted that bus
transportation and refreshments would be provided by Ara Macao.
A public notice was distributed to the eight villages within the project zone of influence
and five buses were arranged for interested villagers to be transported to the meeting.
The meeting was held on May 31, 2006 at 7:00PM at the Independence Primary school
with an estimated 200 to 300 people in attendance. Overall, the third public consultation
stood in stark contrast to the one held in Seine Bight. The meeting was attended by a
much wider and more diverse group of people. Debate was lively and passionate but
controlled. One or two people who got out of hand were escorted away by a well manned
security patrol. It was clear that the people were in attendance to be informed and learn
rather than to cause a public disturbance. It was also clear that the number one concern
on most everyone’s mind was jobs. When we told everyone that our accounting firm,
Deloitte Touch had projected that Ara Macao would generate over 2,600 permanent
direct jobs and over 5,300 permanent indirect jobs they were really excited. And when
we told them that they would receive first preference on jobs under our Belize First
initiative and job training under our Earn & Learn program people cheered.
At the end of the meeting, most everyone walked away with a positive feeling. From Ara
Macao’s perspective, we believed we had made many new friends and forged the
foundation from which to build many new partnerships. At the conclusion of the meeting,
attendees were asked to sign a letter in support of the project. All of the village leaders
and most of the attendees signed the support letters. Information, including the facts of
the project, was distributed to attendees who requested them. During the period
immediately after the May 31 public consultation and continuing up to the present, the
Ara Macao team embarked on a continuing effort to provide factual information to the
people of Belize. The General Partner started by placing an informative full page letter
entitled Setting the Record Straight About the Ara Macao Resort and Marina (copy
attached as Exhibit B) in all of the significant Belize News publications including the
Belize Times, the Guardian, the Amandala the Reporter and the Placencia Breeze. In
addition, the General Partner granted an interview with Channel 5 TV and Love FM
Radio in which we responded to questions and held a press conference at the Radisson in
which all of the print media were invited.
The General Partner continues to meet with influential persons and groups to tell the Ara
Macao story. They have recently made presentations to The Belize Tourism Board, the
BTIA, BELTRAIDE, The Central Bank of Belize and had several private audiences with
the Prime Minister and certain members of his Cabinet. The response to these meetings
was positive, enthusiastic and encouraging. At the conclusion of one meeting with the
Prime Minister his only question was and we quote him... “How soon can you get
started?” Our response was … “We can get started as soon as the NEAC committee
grants us environmental clearance.”
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Shortly thereafter, the Prime Minister appeared on national television and radio to show
his full support of Ara Macao and encouraged the people of Belize and more specifically,
the NEAC group to get behind the project and make it happen. The NEAC was presented
with the requested Addendum, which contained an additional 100 pages of scientific
analysis, in July but it had been holding off with its formal review meeting to allow for
the public, business leaders and governmental officials to be in alignment with the
project. After the pivotal meetings with the Prime Minister and his cabinet, it was not
long before the NEAC met and granted us the coveted clearance. A copy of the clearance
letter is attached to this report as Exhibit C. The final EIA document and Addendum can
be viewed on line at www.aramacao.com/docs . Enter the user name macao and the
password belize.
There are still a number of governmental hurdles to overcome. For example we are
currently negotiating an Environmental Compliance Plan which is an agreement between
the developer and government of Belize that the developer will adhere to the mitigation
procedures promised in the EIA documents. In addition, the developer is in the process
of filing for tariff relief on imported construction supplies, equipment and materials to
assure profitability. There will also be a series of permits required prior to the
commencement of construction. However, we cannot overstate the significance of
receiving environmental clearance from the NEAC. It is tantamount to receiving approval
of a Planned Unit Development (PUD) from zoning authorities in any given metropolitan
area of the United States. Our advisors in Belize, both in the private and public sector
assure us that once environmental clearance is granted everything else falls into place. Its
importance is partially explained by the degree of difficulty encountered in receiving it.
And more fully in the recognition that the environment is Belize’s greatest asset and must
be preserved at all costs. More importantly, the people of Belize now recognize that Ara
Macao is not only a responsible, environmentally sensitive corporate partner but also will
be a major contributor to the Belize economy.
Construction
As can be seen from the foregoing, a project of this scope and nature is bound to take
some unforeseen twists and turns. The EIA process should have been completed by yearend 2005. Instead, we will probably not have a fully executed Environmental
Compliance Plan until mid to end December of this year. Also, it is unlikely that we will
have approved tariff relief until the end of January 2007. Both of these documents are
prerequisites to the beginning of construction. At this time, we are projecting the
commencement of Phase I construction for July 2007 and delivery of first units during
the first quarter of 2008. Phase I construction is now projected to include the following:
•
•
•
•
•

Approximately one third of the marina including the north jetty system
Infrastructure including roads, water well & distribution, liquid waste system,
electrical and telecommunications
Building pads & landscaping
Plant nursery
Phase I of the reception center including fitness center and spa
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•
•
•

One swimming pool & related water features, buildings, bar, etc.
Construction of 144 condominium homes (12 condominium buildings containing
12 units each)
Construction of 52 marina villas (13 buildings containing 4 units each)

This Phase of development will effectively provide the Partnership with a fully
functioning condominium resort and marina with a projected 216 residential units and
100 boat slips with a scheduled delivery of first half 2008. A revised construction and
delivery schedule of the remaining condominium and villa homes including supporting
hardscape features will be reported to you as the construction of Phase I gains traction
and a consistent pattern can be established. However, it is still realistic to project
completion of the total 496 condominium and 296 villa homes and supporting structures
within a total development period of 48 months from commencement of construction in
July 2007.
It has been previously reported that the development of the hotel, casino and golf
complex will either be developed independently with a third party developer or jointly
with a third party developer and the Partnership. Over the last year, we have been
approached by some of the top names in the hospitality industry to consider both options.
However, it was agreed in all cases that a prerequisite to entering into serious
negotiations was the receipt of environmental clearance. With that milestone now under
our belt, the Partnership will pursue a more aggressive courtship with the leading
contenders. The General Partner believes that it would be in the best interest of the
Partnership to develop this complex in parallel with the development of the condo and
villa community rather than at the end of such development as had been previously
reported.
Marketing
An important component of the Partnership’s business plan is the marketing and sale of
its residential offerings including beach condos, marina villas, condotels and golf course
home sites. Unfortunately the Belize government restricted the Partnership from entering
into a full scale retail sales program until the granting of environmental clearance. Presales of founders units were exempted from the restriction because they were
acknowledged as a funding tool with a limited offering. Now that environmental
clearance has been granted, the General Partner is exploring several marketing and sales
strategies including the development of an in-house marketing and sales team, the
engagement of a third party marketing company or a combination of both. We are
currently developing a collateral package for limited test marketing through the balance
of 2006 as we simultaneously explore and identify the optimum marketing strategy.
Two high profile national resort marketing companies and one regional company have
given the General Partner proposals to market the residential offerings at Ara Macao. The
two national companies have each sold multiple $Billions of sole ownership resort
condominium products and have well proven comprehensive proprietary marketing
systems in place. All three companies have advised that our products are well priced,
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highly competitive and sure to enjoy rapid absorption. They further confirm that the
Belize market is rapidly emerging as a chosen destination for second home buyers
seeking a unique experience in the Caribbean. Our goal is to settle on a final marketing
plan and affect a major launch in the first quarter of 2007.
Financial Position
During the past year, we have witnessed rising costs in certain raw materials. Those of
you who watch the markets have observed record commodities prices. Most notably, the
skyrocketing price of oil and its derivative products are driving up the cost of many
construction materials such as plastic sheeting and vinyl windows. The cost of Cement,
steel, wood and other construction materials are being driven by rising global demand
particularly from China and India. Our construction managers have been monitoring
these markets and are currently projecting an average 16.7% rise in our projected
construction budget rising from $259.1Million to $302.4Million. That’s the bad news.
The good news is that Caribbean condo sales prices are rising at a faster pace. The
Partnership’s director of marketing has recently updated the Partnership’s Comparative
Market Analysis to determine the degree to which prices have risen and to adjust our
published pricing accordingly which are presented in the table below.
Ara Macao Pricing, December 2006
Bonus Space

Deck Area
Front

Deck Area
Back

Total
Living
Space
(Int. &
Deck)

Enclosed
Storage Area

Enclosed
Garage Area
Total
Useable Sq.
Ft.

1-B-2 - B&C
1-B-2 - A&D
1-B-3 - B&C
1-B-3 - A&D
1-D-4 - B&C
1-E-4 - A&D

2
2
3
3
4
4

2/2
2/2
2/2
2/2
2/2
3/3

$466,400
475,200
479,600
486,200
576,400
765,600

38
38
38
38
38
38

1,246
1,246
1,246
1,246
1,434
1,781

$374
381
385
390
402
430

475
585
475
585
517
521

369
369
369
369
239
499

2,090
2,200
2,090
2,200
2,190
2,801

$223
216
229
221
263
273

110
210
110
210
204
204

341
341
341
341
521
521

2,541
2,751
2,541
2,751
2,915
3,526

$184
173
189
177
198
217

2-A-2 - B&C
2-A-3 - B&C
2-A-4 - B&C
2-B-2 - A&B
2-B-3 - A&D
2-C-4 - A&D

2
3
4
2
3
4

2/2
2/2
2/2
2/2
2/2
2/2

388,300 18
401,500 18
427,900 18
471,900 18
488,400 18
591,800 18
$515,874 336

1,053
1,053
1,053
1,247
1,247
1,418
1,306

369
381
406
378
392
417
$393

397
397
397
585
585
396
505

328
328
328
369
369
369
362

1,778
1,778
1,778
2,201
2,201
2,183
2,173

218
226
241
214
222
271
$236

136
110
107
107
210
204
165

348
341
331
332
341
521
391

2,262
2,229
2,216
2,640
2,752
2,908
2,729

172
180
193
179
177
204
$188

1-B-2 - B&C
1-B-2 - A&D
1-B-3 - B&C
1-B-3 - A&D
1-D-4 - B&C
1-E-4 - A&D

2
2
3
3
4
4

2/2
2/2
2/2
2/2
2/2
3/3

590,000 20
623,000 20
620,000 20
654,000 20
789,000 20
979,000 20
$709,167 120

1,246
1,246
1,246
1,246
1,434
1,781
1,367

$474
500
498
525
550
550
$516

475
585
475
585
517
521
526

369
369
369
369
239
499
369

2,090
2,200
2,090
2,200
2,190
2,801
2,262

$282
283
297
297
360
350
$312

110
210
110
210
204
204
175

341
341
341
341
521
521
401

2,541
2,751
2,541
2,751
2,915
3,526
2,838

$232
226
244
238
271
278
$248

$566,740 456

1,322

$425

511

364

2,197

$256

168

393

2,758

$204

88
88

1,526
1,781

$353
354

577
720

267
347

2,370
2,848

$227
222

282
287

453
476

3,105
3,611

$174
175

2/2.5 570,000 60
3+Den/3 675,000 60
$600,203 296

1,608
2,019
1,718

354
334
$350

762
559
653

190
324
287

2,560
2,902
2,658

223
233
$226

193
400
289

453
491
468

3,206
3,793
3,415

178
178
$176

Current
Br/Ba Selling
Price

Plan

Unit
Inventory
Interior
Living Area
Sq. Ft.

Construction
Unit Code

Interior Price
Per Sq. Ft.

Living Space
Level

Description

Price Per
Total
Living
Space
Sq. Ft.

Price Per
Total
Useable
Sq. Ft.

Beach Condos
Building Type 1 - Sea View
The Baron
The Ambassador
The Baron
The Ambassador
The Sovereign Penthouse
The Marquis Penthouse
Building Type 2 - Sea View
The Imperial
The Imperial
The Imperial Penthouse
The Ambassador
The Ambassador
The Monarch Penthouse

Totals/Wtd. Avgs.
Building Type 1 - Sea Front
The Baron
The Ambassador
The Baron
The Ambassador
The Sovereign Penthouse
The Marquis Penthouse

Totals/Wtd. Avgs.
Total Condo /Wtd. Avg.
Marina Villas
Building Type 1 - Water Front
The Stann Creek
The Orange Walk
Building Type 2 - Water Front
The Cayo
The Corozal
Total Villa/Wtd. Avgs.

Golf Course Home Sites

A-2B
B-3B
A-2B
B-3B

2/2.5 $539,000
3/2.5 631,000

$75,000

59
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The standard for comparison to condo offerings by other developers in Placencia and
elsewhere in the Caribbean is typically the “price per saleable interior square foot” since
it is the most widely available data. As depicted in the table, at Ara Macao, we are
currently distinguishing the price of Sea-front units, those in the first row closest to the
sea from Sea-view units, those further back in the courtyard because of the relative
scarcity and higher desirability of Sea-front units. The published price of Sea-front and
Sea-view units now stands at $516 and $393 PSF respectively. The weighted average for
the two is currently at $425 which reflects a 20.7% increase over the previous composite
price of $352. We have not raised the published price of villas because there are few
comparisons in Belize and we believe they are fairly priced at this time. As we gain sales
experience, we will be in a better position to make adjustments to the price of villas.
The revised projected prices of condos at Ara Macao are easily supported by our
observations on the Placencia Peninsula and even more so in the greater Caribbean Basin.
The updated market analysis looked at the 5 most comparable projects in the Placencia
marketplace and found a range of $321 to $494 PSF with an average of $405. The table
below is a summary of the more detailed Placencia matrix included in the full revised
Comparative Market Analysis which can be viewed on the Ara Macao website.
Comparative Condo Prices
Placencia Peninsula
October 2006
Interior Price
per Sq. Ft.

Location
The Placencia Hotel and
Residences
Roberts Grove

$494
321

Chabil Mar Villas
Bella Maya Resort
The Villas at Cocoplum
Average

381
455
375
$405

The modest premium of $20 PSF enjoyed by Ara Macao is easily justified by the
significant extra useable space such as enclosed garages, storage areas and expansive
decking not found in our competitors’ projects. Indeed we expect to increase our
premium by fully pricing these advantages as we establish ourselves in the market place.
How does the rise in condo prices affect the Partnership’s profitability? Quite a bit. Gross
revenues from the sale of condos, villas and golf course home sites are now projected to
rise from $376.4Million to $487.9Million. The increase in projected sales revenue of
$111.5Million outstrips the projected increase in construction costs of $43.3Million
creating a projected increase in profit margin of $68.2Million. Total profit margin for the
Partnership, taking into account reductions for land acquisition cost, soft costs and
marketing costs and increases from operating revenue and the sale of the combined
commercial leasing and management income streams is now projected to rise from $91.6
Million to $152.3Million. Additional profits derived from the development of the hotel,
casino and golf complex will be projected and reported as deals are negotiated.
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What is even more striking is the rising price of condos elsewhere in the Caribbean. The
updated Comparative Market Analysis looked at twelve resorts currently developing and
selling condominium units in the greater Caribbean Basin. Prices ranged from $374 PSF
to $1,051 PSF with a mean average of $678. The table below summarizes the findings.

Comparative Condominium Prices
Caribbean Basin
October 2006

Location
The Pavilions - Turks and Caicos
Pelican Point Resort, Oceanview Residences - Turks and Caicos
Caicos Beach Club Resort and Marina - South Caicos
Grand Isle Villas - Bahamas
Beach Suites at the Hyatt Grand Cayman Resort - Grand Cayman
The Montclaire - Seven Mile Beach - Grand Cayman (6)
The Atlantis - Paradise Island - Bahamas
Seven Stars Resort - (Current Phase) Turks and Caicos
Red Frog Beach Resort (Current Phase) - Panama
Crystal Azure Beach Resort - Cayman Brac, Cayman Islands
Macaw's Ocean Club - Puntarenas, Costa Rica
Grace Bay Beach, Turks and Caicos
Average

Interior
f Price per
Sq. Ft.
$752
855
374
730
955
647
1051
789
393
461
608
517
$678

This means that at a current weighted average price of $425 PSF Ara Macao can look
forward to a potential future price rise of 59% by just achieving the Caribbean mean of
$678. This may seem hard to believe, but keep in mind that Ara Macao’s ace in the hole
is its very low cost of land, $1,184 per linear foot of beach front as illustrated earlier in
this report. Our competitors around the Caribbean are paying on average over $15,000
per linear foot of beach front and must pass this cost along to the consumer in the form of
higher condo prices.
As the Ara Macao story spreads by word of mouth among the Midwest investment
community, the project is rapidly approaching its $15Million equity funding goal. Of the
75 limited partnership investment units, only 9 remained at the quarter ending September
30, 2006 providing a total of $6.5Million of capital contributions. The Founders Club
has yielded $4.35 Million in cash deposits from the sale of 29 incentive priced
condominium and villa units as of the same time period providing a combined total
capital of $10.85 Million. The balance of this offering, $4.15Million is projected to be
placed over the next 90 to 120 days.
As previously reported, the project scope has grown dramatically in size since its first
conception. The full financial ramifications of the new scope were fully realized during
the past year as our construction managers labored over the logistics and associated costs
of implementing a very complex construction program. The expanded scope of the
project together with the reported rising costs of constructing the project’s infrastructure
15

are now expected to place a heavier burden on the front end of the Partnership’s cash
requirements. In addition, our construction managers advise that it will be important to
build up larger cash reserves than previously conceived. This is because once crews,
equipment and supply lines are mobilized, it will be most economical to complete Phase I
infrastructure without interruption. If the Partnership were to run out of cash during this
critical period, say because of a lag in sales, it could suffer significant increased costs
arising from demobilization and then remobilizing at a later date.
In exploring the options for raising additional cash, the General Partner is considering
several avenues. Because of the unique feature of being able to use cash deposits on
condo sales in Caribbean resort development, the pre-sale of incentive priced condos
through an expanded Founders Club Offering as a means of raising infrastructure cash
remains as a popular option. It is common in similar development projects for the
Founders program to represent as much as 15% of the total units available for sale. In the
case of Ara Macao, a second round of 50 Founders units would add up to a total of 100
Founders Units which would represent only 9.9% of the total 1,012 projected to be built
(456 beach condos +296 marina villas + 260 condotels). Moreover, since the second
round of Founder Units are being offered at a higher price than the first, the impact from
price discounting on profitability is nominal.
Another more conventional option is to open a construction loan facility supported by the
pre-sale of condos and villas under a retail pricing program. In this case the primary
collateral for the loan is the Partnership land and the retail condominium contracts. With
respect to the construction loan facility, the General Partner believes that as long as there
are pre-sales supporting loan draws on a dollar for dollar basis, the Partnership can
maintain relative security for its investors.
A third option is to raise additional equity through the offering of additional individual
Limited Partner interests or an equity offer having a larger unit size to one or more
institutional investors. Such offers could be easily supported by the projected increase in
profitability arising from the expanding margin between construction costs and sales
revenues as described earlier in this report. This option can be further supported with the
potential profits derived by the Partnership from deals cut with venture partners on the
hotel, casino and golf complex. For theses reasons, a new equity offer could be
implemented without significantly reducing the returns on investment previously
projected in the Ara Macao Confidential Private Offering Memorandum dated January
2006. Should a new equity offering be implemented, existing Subscribers will be given
the first option to participate prior to being released to new investors.
The General Partner is currently in the process of investigating various combinations of
the three described funding options to determine the most prudent and feasible financial
pathway for the Partnership. Over the next several weeks and months prior to the
commencement of construction, the General Partner will meet with various debt and
equity sources to identify the best terms available to the Partnership. The General Partner
has already identified three Belizean lending institutions who have expressed strong
interest in providing a credit facility and other banking services to the project. In addition,
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the two national resort marketing companies and one regional company mentioned earlier
have given the General Partner proposals to market another round of Founders Club units
on a timely basis. Finally, several institutional investors have commenced a due diligence
review of the opportunity to invest in the Ara Macao project.
As information is gathered from the various funding meetings and proposals, data is
incorporated into the Partnership’s financial models. Once the optimum strategy is
determined, it will be set forth in a revised set of financial projections, and a revised
Confidential Private Offering Memorandum will be issued to each Subscriber to the
Limited Partnership.
The financial results of operations since inception of the Partnership through the third
quarter ending September 30, 2006 are attached to this report as Exhibit D. Included is a
Detailed Cash Flow Statement, a current Balance Sheet and Income Statement. Also,
since the Balance Sheet reflects the Partnership’s land, its primary asset at cost, we have
included a Valuation Analysis which marks to market the Partnership’s land providing
the reader with a projection of the Partnership’s net worth based on current market value.
The Partnership’s accountants have advised that because no material operations occurred
prior to calendar 2006, it will not be necessary to file tax returns for 2004 or 2005. The
Partnership will begin tax reporting in 2007 and issue a Form K-1 to each Subscriber
reflecting results of operations from inception through December 31, 2006.

Final Thoughts
There are many other relevant stories and events which have transpired over the last year.
For the sake of brevity however, we will give you just a couple more highlights. Ara
Macao continues to be a leader in pro-active community outreach in Belize. Inherent in
our development philosophy is that development must be a two way street. The Ara
Macao project is only as good as the enrichment in the standard of living to be enjoyed
by both its residents and the people of Belize. To that end, the Partnership continues to be
an important contributor to the HANDS Belize Foundation. Not only by direct
contributions of cash but also by encouraging others to contribute, Ara Macao will, for
the second year, be the critical factor enabling all of the children of high school age in
Stann Creek West the opportunity to go to high school this year. Also, the General
Partner is organizing a formal fund raiser to be held in Chicago to raise more funds and
perhaps a sustainable annuity for this worthy cause. We will notify you when the date and
venue are set.
Earlier in the year, the General Partner participated in a round table discussion organized
by a group of real estate developers and realtors held at the Radisson in Belize City. The
purpose of the meeting was to organize against and halt a growing trend toward
confiscatory taxation promulgated by the Belize government. One tax which was
particularly disturbing to the real estate community was an increase in the transfer stamp
from 10 to 15% on the sale of real estate to non-Belizean citizens. The rate for Belizeans
17

had remained at the more realistic rate of 5%. The new legislation also closed several
loopholes the Partnership had hoped to rely on for certain of its transactions. To make a
long story short, at the encouragement of the General Partner, the concerned realtors and
developers meeting at the Radisson were organized into a formal group using
documentation provided by the General Partner. The sizeable clout brought together by
the newly formed Belize Association of Realtors and Developers (BARD) was sufficient
to convince the Belize taxing authority to roll the transfer stamp back to 5% for all
transactions including sales to non-Belizean citizens!
Ara Macao will continue to set the benchmark for responsible community development in
Belize because we sincerely believe that the Partnership is in a very unique position to
help grow the country’s resort development business. Resort development and the
related tourism business it spawns are now the country’s largest component of GNP,
currently 20.6%. We are fully in alignment with their prime mandate of preserving one of
the last remaining undisturbed ecologies left on earth. We are committed to developing a
crucial sustainable asset which can be passed on to our children and grandchildren.
On behalf of the General Partner and all of the members of the Ara Macao development
team, we wish you and your families the best of health, happiness and a warm holiday
season.

Sincerely,
Paul
Paul Goguen
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Exhibit B,
B, Media
Media Print
Print Ad
Ad
Exhibit

Setting the Record Straight

About Ara Macao Resort and Marina
Recently a number of exaggerated claims and misstatements of facts have been made about Ara Macao Resort and Marina.
Before you make up your mind, please take a moment to read the truth about this carefully planned project.

The Facts About Ara Macao's Residential Population

• Wastewater and sanitary wastewater will be treated with the resort's state-of-the-

A small group of people with no official recognition has taken information

art Biologically Engineered Single Sludge Treatment (BE5ST) system that will also be
available to Riverdale residents

from the Environmental impact Assessment (ETA), which was recently pre
sented to the National Environmental Appraisal Committee (NEAC), out of
context and distorted it to make a number of false and irresponsible asser

• The resort will not add to the problem of worn out septic tanks, which are preva

tions. The whole story leads to a common sense conclusion.

lent along Platen da Peninsula

* The engineering analysis in Ara Macao's EfA uses a population figure
of 13,000 to calculate peak load on the resort's water and sewerage system

• Ara Macao's golf course will use recycled water for Irrigation, implement
an integrated pest management system to control Insects, and mitigate the
effects of run-off into surrounding areas with environmentally friendly fer

• According to Jose "Pepc" Garcia, a civil/sanitary engineer with Tunlch-Nah

tilizers that are quickly absorbed

Consultants & Engineering in Belize, this theoretical capacity is based on the stan
dard Industry practice of over-engineering a project's mechanical systems

The Facts About Economic Benefits
Opponents have created a false impression that Ara Macao's presence will

• Ara Macao will have 1,012 living units when completed

overwhelm Ptacenda and its residents. In fact, the resort will provide meas

urable benefits for both the community and Belize.
• Assuming 100% occupancy with an average of 3 people per unit, the potential
papulation would be only 3,036 people

• The internationally recognized accounting firm Deloitte projects the creation of
318 new fobs over the next year and 2,678 new jobs by 201 1

• Resorts In Belize currently average 40% occupancy; the International standard is
60%, so Ara Macao's residential population would likely range from 1,214 to 1,821

• Deloitte projects $4.4 million in annual direct employee salaries and $3.8

— nowhere near the exaggerated daim of 13.000!

million In annual indirect salaries over the next yean S3 7.4 million in
annual direct employee salaries and $32 million in annual indirect salaries

The Facts About Beach Erosion

by 201 1 (income figures in 82 dollars)

Opponents have alleged that Ara Macao's marina and jetties will erode the
beach south of the resort. The facts say otherwise.

• Hotel taxes for 2006/2007 arc estimated at Si .5 million and S12.7 million by 2011
(income figures in BZ dollars!

• Erosion and accretion of Placenda beaches is primarily the result of storms and
other weather systems

• "Belize First" hiring policy means all qualified Belizeans will be given first prefer
ence in employment opportunities

• The prevalent southward littoral drift, which carries replenishing sand south from
the Stann Creek River, has only a minor impact on Placenda beaches and because
the jetties at Ara Macao will point southward, they will allow most of the sand lo

drift by

• "Earn and Leam " program will provide training and mentoring in construction
trades, hospitality careers and related industries during construction and post-con
* miction phases

• Dr. Charles Shabiea, an internationally renowned coastal engineer, has studied

• Ara Macao's management team supports enabling legislation that will promote

the shoreline and concludes that if Ara Macao absorbed all the sand drifting from

the creation of Tax Increment Financing districts — a means of financing vital proj
ects such as the paving of Placenda Road and the connecting road from Riverdale
to Southern Highway

the north into the mouth of its marina (which would render the marina useless and
is not likely to happen), it would take five years to fill in and the beaches to the

south would lose a mere 1/4 erf one inch of sand!
• The resort's fire station and fire truck will be available to serve Placenda Peninsula

The Facts About Cruise Ships

and its villages

There has been unfounded speculation that Ara Macao will be a port of call for
cruise ships.

The Facts About Community Support

* Ara Macao was conceived, planned and designed to be a fsvp-star-quallty con

citizen of Belize. The facts show a track record of support for our community.

Ara Macao's management team is and wilt continue to be a responsible corporate

dominium resort community

* In partnership with local officials, the resort's management team helped to create
• The resort's infrastructure and amenities will nnt support an influx of cruise

ship passengers

The Facts About Marina Construction
Some critics of Ara Macao have suggested that construction of the marina
could cause Placenda Peninsula to be cut in half during a hurricane and
create a sedimentation problem for offshore reefs. The facts create a differ
ent picture.

an educational initiative called Hdp Assistance Needs Development Service
(HANDS), which helps to provide tuition funds, school supplies, uniforms, shoe
and nutrition to all Stann Creek West District schools
• Ara Macao supports the unique culture of the Garifuru Nation, sports teams such as
the Placenda Pirates and national bicycling champion Shane Vasquez

Moving Forward Together
Aia Macao plans to be a cooperative partner In promoting Belize as the eco-destl-

• Ara Macao and its marina are actually located on the mainland just

north of the peninsula and do not pose any threat to that body of land

nartori of choice and a significant contributor to the responsible development of
Belize and the Placenda community. If you agree that Ara Macao will have a posi

tive impact, let your rivtc and government officials know. Please write a letter or
• During marina construction, inner walls of sheet piling will be Installed

send an email to show your support.

first and the entire marina lagoon will be excavated prior to creating the
opening to the sea

« When the opening is made, standard dredging curtains will be used to
control sedimentation

The Facts About Environmental Impact
WhUe some have claimed that .Ara Macao will have a detrimental effect on

ARA MACAO

Placenda's beautiful environment, the fads show that (he resort will actually Improve
the area's treatment of solid waste and wastewater

RESORT

AND

MARINA

bclizc

• Solid waste will be handled according to International standards at the current

dumpsite, which is slated to be upgraded to a sanitary landfill

aranuaio.com
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Exhibit C
Exhibit
Environmental Clearance Letter
Department ofthe

BELIZE

Environment

Please Quote- PRO/DEV/02/193/06 VoL 11

Telephone Numbers: 822-2542/822-2816
Fax No.

822-2862

E-mail:

en virodept(a)btLn et

10/12 Ambergris Avenue
Belmopan,
Belize C.A.

August 23, 2006

Mr. Jose Garcia
Tunich-Nati Consultants and Engineering

EI A Preparer for Ara Macao Project

P.O. Box 806
Belize City
Dear Mr. Garcia,
Kindly be informed that the National Environmental Appraisal Committee (NEAC) met on 1 2rtl April,

2006, and on W1" August, 2006, to review the Ara Macao Resort and Marina Environmental Impact
Assessment and its Addendum, respectively.
At its latter meeting, the NEAC recommended

to

the Department of the Environment that

Environmental Clearance be granted to Ara Macao Resort and Marina with conditions. The
Department of the Environment hereby informs yon that it accepts this recommendation subject to the

development and signing of an Environmental Compliance Plan.
Thanks for your kind attention.

Sincerely,

Marti 6 Alegaia

Chief Environmental Officer
Department of the Environment
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Exhibit D
Financial Statements
I. Statement of Current Market Valuation of Ara Macao Holdings, L.P. 1

The dynamic nature of the real estate environment evolving in Belize together with the
recent entitlements granted to the Partnership from the Belize Government warrant a
current market valuation of the Partnership’s land holdings. In considering the value of a
property, appraisers typically use one of three types of methods or a combination of each
to confirm the valuation:
•
•
•

Cost approach
Sales or market comparison approach
Income or capitalization of income approach

Until the Property is fully developed and generating income, the General Partner deems
that the sales or market comparison approach is the best method to use. The sales or
market comparison approach is based on a concept that suggests that the value of a
property tends to be set by the cost of acquiring an equally desirable substitute property.
The value estimate is based on prices which are paid for similar ocean front properties in
“arms length” market transactions over a time period which reasonably reflects market
conditions. The standard of comparison for ocean front properties is the price per linear
foot of ocean frontage.

Belize Beachfront Land Price Trend
Placencia Area
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$3,937

$4,000
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$3,500
$3,000

$2,475

$2,500

$2,237
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$2,000
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$1,000
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1

THIS VALUATION IS NOT A PREDICTION OF INVESTMENT VALUE. THE AMOUNTS
SHOWN ARE NOT GUARANTEES OR PROMISES OF VALUE.
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As illustrated in the chart above, the market values of land prices in the Placencia area of
Belize have been trending higher over the last two years.
In 2005, ocean front land values increased on average 87%, rising from our base
acquisition price of $1,184 per linear ocean front foot to $2,216. On first glance, such a
significant rise seems unusual since it would imply that the Partnership’s property has
also risen in value by a similar percentage. That is, given a $6Million acquisition price
and an 87% value increase, one could project a new valuation for the Partnership’s
property of $11.2Million. In order to assist in confirming the observed values, the
General Partner applied statistical simulation2 to the observed prices. This statistical
exercise helps the analyst visualize and define the true possible range of pricing values
and their associated risk, thereby confirming the projected valuation.
In this case, risk is being defined as the variance from the average value. The average
value derived from the simulation was $2,096 with a standard deviation of $230. The
2005 land price value distribution was fairly tight, suggesting a stable growth market and
effectively confirming the new projected value of the Partnership’s land. The price
distribution resembles a normal bell curve. (See exhibit below, Probability Distribution,
2005 Placencia $ per Linear ft.)

Probability Distribution
2005 Place ncia $ pe r Line ar Ft.
4000
3500
3000
2500
2000
1500
1000
500
0
-$500

$0

$500

$1,000

$1,500 $2,000 $2,500 $3,000 $3,500

The year 2006 showed a 77% increase in ocean front land prices; however land values
had a much larger range. Observed values in the Probability Distribution, 2006 Placencia
$ per Linear Ft. illustrated below, showed a lower bound of $2,647 per ocean front linear
foot extending to an upper bound value of $7,475 per ocean front linear foot with an
2

The word simulation refers to an analytic method meant to imitate real-life. For purposes of this exercise a method of simulation
known as Monte Carlo simulation is employed, which randomly generates values for uncertain variables based on conditions
surrounding that variable. Conditions include upper and lower bound of observed values including price movement tendency.
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average observed value of $3,937. When running the simulation, the mean value was
$4,678 with a standard deviation of $1,527. Again, statistical analysis suggests that it is
reasonable to use the observed mean of $3,937 to project a current market value for the
Partnership’s property, which in this case calculates to over $19.9Million. It should also
be understood, however that the proceeds realized from a possible sale of the
Partnership’s property would be reduced by any outstanding Partnership obligations at
the time of dissolution. (See Section III, Balance Sheet below)

Probability Distribution
2006 Place ncia $ pe r Line ar Ft.
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What is behind this price movement? Pricing is becoming more volatile as the market is
trying to balance supply and demand. As Belize emerges as a preferred destination for
baby boomers as well as other market segments, more condo resort developers and
second home buyers are descending on the scene daily increasing demand for a relatively
scarce commodity, oceanfront land in the Placencia area. The curves generated by the
simulations imply a tendency for prices to move higher. This can infer a “tipping point”
in the level of investment taking place in Belize, as reflected in land values and its
associated trend. The wider range of prices implies supply constraints associated with
more aggressive buyers willing to lock in a price before the market moves up again.
Arguably, an additional premium for the Partnership’s land has been earned via the recent
granting of environmental clearance to the Partnership by the Belize Department of the
Environment. However, the General Partner has determined that until the Partnership
commences construction, it is premature to ascertain the value of such premium.
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II. Statement of Cash Flow
Management is responsible for the integrity and objectivity of the financial information
included in this report. The financial statements have been prepared in accordance with
accounting principles generally accepted in the United States of America. Where
necessary, the financial statements reflect estimates based on management judgment.

Ara Macao Holdings, L.P.
Source and Use of Funds (Cash Basis)
Inception through September 30, 2006
Calendar Year
2004
2005

SOURCES OF FUNDS:
Capital & Financing
Partnership Units
Founder's Club Deposits
Note Proceeds (Net Principal Flows)

Total Source of Funds

9 Months
thru 9/30/06

Project
Total

$400,000
646,250

$2,822,000
1,575,000
500,000

$3,290,000
1,650,000
-221,195

$6,512,000
3,871,250
278,805

1,046,250

4,897,000

4,718,805

10,662,055

700,000

2,915,000

1,900,000

5,515,000

0

25,000
97,500
122,500

32,627
140,000
172,627

57,627
237,500
295,127

700,000

3,037,500

2,072,627

5,810,127

21,520
19,480
41,000

191,691
260,591
452,282

91,356
134,518
225,874

304,567
414,589
719,156

29,875
41,825
47,800
119,500

113,650
159,110
181,840
454,600

61,375
85,925
98,200
245,500

204,900
286,860
327,840
819,600

25,000

1,000

214,493
147,673
14,035
173,547

13,320
39,320

39,375
589,123

317,537
111,292
24,509
154,175
48,740
2,881
659,134

557,030
258,965
38,544
328,722
48,740
55,576
1,287,577

91,000
5,127
7,975
250
490
12,108
4,775
4,667
126,392

144,000
8,603
8,725
775
2,274
18,394
4,775
4,667
192,213

USES OF FUNDS:
Acquisition & Construction
Land Acquisition
Construction:
Infrastructure (Site Preparation)
Construction Management (Program Development)
Total Construction

Total Acquisition & Construction
Development Costs
Syndication
Brokerage on Founder Sales
Limited Partner Syndication
Total Syndication Fees
Project Management
Land Acquisition & Feasibility Analysis
Business Plan Development
Project Supervision
Total Project Management
Professional Fees
Architect Fees
Engineering Fees
Landscape Design
Legal Fees
Accounting
Consulting
Total Professional Fees
General Operating Expenses
Finance & Administration
Bank Service Charges
Chicago Facilities
Filing Fees
Freight & Delivery
Office Supplies
Dues & Subscriptions
Telephone & Info. Systems
Total General Operating Expenses
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53,000
2,447
750
350
1,784
6,221

1,269

64,552

1,029
175
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Ara Macao Holdings, L.P.
Source and Use of Funds (Cash Basis)
Inception through September 20, 2006
(CONTINUTED FROM PREVIOUS PAGE)
Other Expenses
Financing Costs
Travel & Due Diligence
Automobile
Entertainment
Lodging
Meals
Taxes, Tips and Fees
Transportation
Other Expenses
Total Travel & Due Diligence
Miscellaneous
Total Other Expenses

7,000

3,500

176,594

187,094

4,138

4,044
81,907
6,063

51,142

98,713
41,819
232,546
18
236,064

4,022
6,037
53,360
8,782
2,975
44,626
10,902
130,704
1,397
308,695

4,022
14,219
135,267
14,909
2,975
176,507
59,493
407,392
1,415
595,901

252,231

1,796,621

1,565,595

3,614,447

158
0
217

7,152
38,000
967
51,000
17,000

5,374
12,606
874
75,650
84,097
22,500
2,257
5,248
10,350
25,213
31,956
28,090
61,357
365,572

12,684
50,606
2,058
126,650
101,097
22,500
7,171
5,248
21,605
55,297
31,956
48,716
62,836
548,424
90,000
30,500
14,036
134,536

64
33,168
6,772
44,142

Total Development Costs
Marketing & Sales
Business Development
Advertising
Aqua Terra
Call Center
Impact Fees
Consultants
Media Production
Promotional Merchandising
Belize Sales Office
Postage and Delivery
Printing & Reproduction
Internet Marketing
Website Development
Other
Total Business Development
Marketing & Sales Management
Marketing Manager
Sales Agent
Administrative Support
Total Marketing & Sales Management

4,914
4,458
8,778

6,797
21,306

1,000
100
14,711

19,626
1,379
168,141
30,000

Total Marketing & Sales
Total Uses of Funds
Net Cash Flow
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0

30,000

60,000
30,500
14,036
104,536

14,711

198,141

470,108

682,960

966,942

5,032,262

4,108,330

10,107,534

$79,308

-$135,262

$610,475

$554,521

III. Balance Sheet

CONFIDENTIAL

ARA MACAO HOLDINGS, L.P.
Unaudited Balance Sheet (1)
September 30, 2006
ASSETS

LIABILITIES and OWNER'S EQUITY

Current Assets
Cash
Condo Deposits Receivable
Security Deposits
PrePaid Expense - Travel
Total Current Assets
Long Term Assets (2)
Intercompany Recievable
Construction In Progress (3)
Investment in Pirate Reef (4)
Loan to Pirate Reef (5)
2004 Orgaizational Expenses (6)
Less: Amortization
Net 2004 Orgaizational Expenses
Fixed Assets
Land (7)

Total Assets

1,067,191

Current Liabilities
Accounts Payable
Notes Payable (8), (9)
Interest Payable
Marketing Fees Payable
Syndication Fees Payable
Total Current Liabilities

6,660
4,838,126
2,550
48,056

Other Liabilities
Deferred Revenue
Condo Purchase Deposits
Total Other Liabilities
Total Liabilities

$554,521
478,750
1,500
32,420

144,116
(12,010)
132,106
5,515,000

$11,609,689
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OWNER'S EQUITY
LP Capital
Net Income
Total Equity

$328,019
278,805
85,718
185,693
591,466
1,469,701

80,160
4,350,000
4,430,160
5,899,861

6,512,001
(802,173)

Total Liabilities and Owner's Equity

5,709,828

$11,609,689

IV. Income Statement

CONFIDENTIAL

ARA MACAO HOLDINGS, L.P.
Unaudited Income Statement (1)
From Project Inception to September 30, 2006

Marketing and Business Development (10)
Selling Expenses:
Advertising
$12,527
Call Center
1,841
Media Production
33,045
Promotional Merchadising
7,171
Rent - Sales Office
5,248
Postage and Delivery
17,147
Printing and Reproduction
46,519
Internet Marketing
31,956
Website Development
60,283
Total Selling Expenses
Marketing Administration:
Marketing Management and Support
320,229
Marketing Consultants
125,594
Impact Fees (11)
126,650
3,449
Miscellaneous
Total Marketing Administration
Amortization (12)

215,737

575,922
12,010

Total Expenses

803,669

Other Income
Interest Income

1,494

Net Income

($802,175)

28

V. Footnotes to Ara Macao Holdings, L.P. Financial Statements
1)

Accounting Policy – Ara Macao Holdings, L.P. utilizes the accrual method of
accounting. The accrual basis of accounting recognizes revenue when it is earned and
recognizes expenses in the period incurred.

2)

The Partnership has a contingent receivable of $4,510,560 from the sale of Founder
Program condominium units. This receivable is supported by an executed purchase
contract and is contingent upon the partnership starting construction of the
condominium units. Once construction starts, this receivable will be added to the
Partnership’s Assets on the Balance Sheet.

3)

Construction in Progress – In order to properly match revenues with expenses, preconstruction activities (costs) are being capitalized and will be amortized over the
C a p ita lize d E x p e n s e s
A ccount

2004

2005

2006

T o ta l

A c q u is itio n & C o n st ru c t io n
S ite P r ep er a tio n
C o n str u ctio n M a n a g em en t
T o ta l A c q u isitio n & C o n str u c tio n

0
0

$ 2 5 ,0 0 0
9 7 ,5 0 0
1 2 2 ,5 0 0

$ 3 2 ,6 2 7
1 4 0 ,0 0 0
1 7 2 ,6 2 7

$ 5 7 ,6 2 7
2 3 7 ,5 0 0
2 9 5 ,1 2 7

7 8 ,0 9 5
6 6 ,0 2 1
1 4 4 ,1 1 6

2 0 1 ,3 5 2
3 7 7 ,0 2 6
5 7 8 ,3 7 8

2 4 5 ,2 5 2
4 2 3 ,0 0 0
6 6 8 ,2 5 2

5 2 4 ,6 9 9
8 6 6 ,0 4 7
1 ,3 9 0 ,7 4 6

2 9 ,8 7 5
4 1 ,8 2 5
4 7 ,8 0 0
1 1 9 ,5 0 0

1 1 2 ,4 0 0
1 5 7 ,3 6 0
1 7 9 ,8 4 0
4 4 9 ,6 0 0

6 1 ,3 7 5
8 5 ,9 2 5
9 8 ,2 0 0
2 4 5 ,5 0 0

2 0 3 ,6 5 0
2 8 5 ,1 1 0
3 2 5 ,8 4 0
8 1 4 ,6 0 0

2 5 ,0 0 0
0
0
1 ,0 0 0

3 5 7 ,0 8 5
2 4 8 ,1 9 2
3 7 ,8 5 6
2 6 0 ,8 8 8

1 3 ,3 2 0
3 9 ,3 2 0

3 9 ,3 7 5
9 4 3 ,3 9 6

2 8 0 ,3 0 4
7 9 ,6 1 0
688
1 4 6 ,5 3 1
5 3 ,7 4 0
2 ,8 8 1
5 6 3 ,7 5 4

6 6 2 ,3 8 9
3 2 7 ,8 0 2
3 8 ,5 4 4
4 0 8 ,4 1 9
5 3 ,7 4 0
5 5 ,5 7 6
1 ,5 4 6 ,4 7 0

1 ,0 2 9
0
175
0
0
64
0
1 ,2 6 8

5 3 ,0 0 0
2 ,4 4 7
750
350
0
1 ,7 8 4
6 ,2 7 4
100
6 4 ,7 0 5

9 1 ,0 0 0
5 ,1 2 8
6 ,4 7 4
250
4 ,7 7 5
489
1 2 ,1 8 2
4 ,6 8 3
1 2 4 ,9 8 1

1 4 4 ,0 0 0
8 ,6 0 4
7 ,2 2 4
775
4 ,7 7 5
2 ,2 7 3
1 8 ,5 2 0
4 ,7 8 3
1 9 0 ,9 5 4

7 ,0 0 0
4 4 ,1 4 2
5 1 ,1 4 2
3 5 5 ,3 4 6

2 5 ,5 3 3
1 1 6 ,9 7 1
1 4 2 ,5 0 4
2 ,1 7 8 ,5 8 3

2 8 0 ,4 8 8
2 5 5 ,5 0 0
5 3 5 ,9 8 8
2 ,1 3 8 ,4 7 5

3 1 3 ,0 2 1
4 1 6 ,6 1 3
7 2 9 ,6 3 4
4 ,6 7 2 ,4 0 4

D e v e lo p m e n t C o s t s
S y n d ic a tio n F e e s:
C o n d o S a le s E x p en se
L im ite d P a r tn er S yn d ica tio n F ee
T o ta l S yn d ica tio n F ee
P r oje c t M a n a g e m e n t
L a n d A cq u isitio n & F ea sib ility
B u sin ess P la n D ev e lo p m e n t
P r o je c t S u p e r v i s i o n
T o t a l P r o je c t M a n a g e m e n t
P r o fe ssio n a l F e e s
A r ch itec t F ee s
E n g in ee r in g F ees
L a n d sca p e D e sig n
L eg al F ees
A cco u n tin g
G en er a l C o n su ltin g
T o ta l P r o fe s s io n a l F e e s
G e n e r a l O p e r a tin g E x p e n se s
F in a n ce & A d m in istr a tio n
B a n k S er vice C h a rg es
O ffic e R e n t
F ilin g F ee s
D u es & S u b scr ip tio n s
F r e ig h t & D eliv e r y
O ffic e S u p p lie s
T elep h on e
T o ta l G en er a l O p er a tin g E x p en ses
O th e r E xp e n se s
In ter est E x p en se
T r a v el & D u e D ilig en ce
T o ta l O th er E x p en ses
T o ta l D e v e lo p m e n t C o sts

M a r k e t i n g & S a le s
A d v er tisin g
C a ll C en te r
P o sta g e & D eliv er y
P r in tin g & R ep r o d u ctio n
W eb site D ev elo p m en t
M a r k etin g
T o ta l M a r k e tin g & S a le s

A n n u a l T o t a ls

158
217
4 ,4 5 8
8 ,7 7 8
1 ,0 0 0
100
1 4 ,7 1 1

0

0

158
217
4 ,4 5 8
8 ,7 7 8
1 ,0 0 0
100
1 4 ,7 1 1

$ 3 7 0 ,0 5 7

$ 2 ,3 0 1 ,0 8 3

$ 2 ,3 1 1 ,1 0 2

$ 4 ,9 8 2 ,2 4 2
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time period during which construction takes place. The rate of amortization will be
consistent with the Percentage of Completion accounting method. (The Percentage of
Completion method recognizes revenues, costs and gross profits as progress is made
towards the completion of the development.) See the accompanying table, Capitalized
Expenses, for a detailed listing of the project expenses capitalized to date.
4)

Investment in Pirate Reef – A Belize Corporation that is a joint venture between Ara
Macao and Sean Faux, a Belizean Tour Guide and Master Diver, for the purpose of
operating an excursion boat. Although Ara Macao maintains a 51% interest in the
venture, it is accounted for using the equity method since the venture is operated
independently of the resort.

5)

Loan to Pirate Reef – A credit facility between Ara Macao and Pirate Reef for startup
costs and operating expenses. The loan is anticipated to be satisfied through boat
rental activities. In addition, the use of the boat by the resort is billed at a preferential
rate.

6)

2004 Organizational Expenses - Initial first year expenses related to organization and
capital raising are to be amortized over a fifteen-year period using a straight-line
methodology.

7)

Land – The $5,515,000 represents he total amount paid for the land to date.
($5,150,000 principal amount, $365,000 of extension fees. Extension fees are 10% of
the principal amount due when payments are made after the contractually agreed due
date.) A principal balance of $850,000 for purchase areas 3C and 3D remains
outstanding.

8)

Notes Payable – The Partnership borrowed $500,000, $250,000 from members of the
General Partner and $250,000 from private 3rd parties, during the 2005-2006
operating period to bridge the working capital needs of the business. The notes were
issued during a period when fund raising activities were interrupted by negative
stories appearing in various web blogs and other media promulgated by
environmental activists in Belize (see Partnership Status Report dated December
2006). This interruption presented the Partnership with gaps in the timing of the
sources and uses of cash flow. The borrowed funds were used to meet critical planned
obligations such as land payments, engineering, architectural and environmental
work. The notes have been paid down except for the current balance outstanding of
$278,805 (An additional $200,000 was paid down on October 6th). See the table
below, Schedule of Notes Payable, for terms and conditions of these obligations:

Note Amount
Private 3rd Party
Private 3rd Party
Private 3rd Party
General Partner - Member
General Partner - Member

SCHEDULE OF NOTES PAYABLE
Loan
Repayment Principal
Inception
Date
Amount
Interest Rate
11/14/2005 7/11/2006
100,000
10% per month
12/28/2005 Outstanding
50,000
10% per month
12/29/2005 9/15/2006
100,000
10% per month
11/18/2005 Outstanding
200,000
11% per annum
11/10/2005 Outstanding
50,000
10% per annum
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Interest
Expense
92,000
69,077
99,145
16,207
4,239

Principal
Outstanding
0
50,000
0
0
28,805

9)

Related Party Transactions – On November 10th and 18th of 2005, the Partnership
borrowed $50,000 and $200,000 respectively, from members of the General Partner
(IoVest Development, LLC.) The terms of these notes are delineated in Footnote #8.

10)

Marketing and Business Development expenses maybe capitalized as Startup
Expenses during the first year of the firm’s existence. Subsequent marketing and sales
expenses cannot be capitalized since they cannot be attributed to the physical
construction of the development. Hence, they remain the only current expenses
appearing on the Income Statement in addition to the amortization of the initial 2004
Organizational Expenses.

11)

Impact Fees are those fees incurred in the process of mitigating the effects of the
development on the local community and increasing the development’s acceptance by
both the local community and government.

12)

Amortization is the FY2004 & 2005 write off of 2004 Organizational Expenses using
a straight-line method over a fifteen-year period in accordance with IRS Revenue
Ruling 74-104. See Balance Sheet Footnote (3) for details of additional capitalized
expenses.
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Date:
To:

May 2008
All Subscribers (“Subscribers”);
Ara Macao Holdings, L.P. (the “Partnership”)
From:
ioVest Development, L.L.C., General partner (“ioVest’)
Subject: Status Report; Ara Macao Resort and Marina (the “Project”)

Ladies & Gentlemen,
We are writing to report on the progress of the Project during the calendar year 2007 and
to provide some insight into our near term event horizon. Key topics of discussion include:
•
•
•
•
•

Land Acquisition,
Valuation,
Marketing,
Environmental Clearance,
Funding & Construction.

In our expanding effort to provide regular communication, we invite you to visit our website,
www.aramacao.com on a regular basis for the latest news in our Press Room and to
navigate the rest of the site to view updated project and market information. Also, watch
for quarterly installments of the Scarlet Letter, our informative tome on what’s happening in
the Ara Macao Community, the Placencia area and the country of Belize.

Land Acquisition
We are very pleased to announce that on August 15, 2007 the Project completed its land
acquisition program by making the final cash payment on the Memorandum of Sale
between ioVest Development L.L.C., (“Purchaser”) and Mackinnon Belize Land &
Development, (“Seller”). (See Exhibit A, Confirmation Letter from Mackinnon Belize Land
& Development) IoVest is currently in the process of having the purchased land (the
“Property”) re-surveyed and transferred into a Belize trust with the Partnership or its
designee as the beneficial interest holder. This process should be completed within the
next 30 days. The transfer process has been somewhat protracted due to the time
required to complete a new composite survey and register it with the Land Unit of the
Belize Department of the Environment.

Ph: 312.658.0000
Fx: 312.658.0001

191 North Wacker Drive
Chicago, IL 86351

Paul Goguen, President

A new survey was needed because the Property had previously been subdivided into
many smaller pieces each with different legal descriptions and tax numbers. Had we
transferred the Property using the old surveys, the process of further subdivision in
accordance with the Project master plan would have been confusing, cumbersome and
possibly impede construction funding. The registration process was further extended
because of the intense campaigning leading up to the national elections held on February
17, 2008. During that period, the employees at the DOE Land Unit and other related
agencies were kept busy campaigning in an attempt to keep their current government
leaders, the People’s United Party (the “PUP”) in power. However, the people of Belize
decided it was time for a change and voted the PUP out and the United Democratic Party
(the “UDP”) in.
There was then a period of adjustment as the new party took over control (immediately on
the day after election), jobs were reassigned and certain policies and procedures were
changed, which caused a further delay in the processing of documents at the DOE Land
Unit. Suffice to say, the re-survey and transfer is in process and will be completed as
expeditiously as possible. We believe on best information now available that the Property
should be transferred no later than the end of May. An additional upside surprise to taking
the time and effort to having the land resurveyed by a surveyor engaged by ioVest is that
the new survey showed that the Partnership picked up an additional 41 acres of land for a
total of 623 acres versus the previously reported 582.

Valuation
We have attached to this report two recent periodicals which attest to Belize’s position as
the new rising star in Caribbean resort destinations. The demographics driving demand are
broad and deep encompassing many groups including baby-boomers, retirees, preretirees, young professionals and travelers of all walks of life. Of particular interest are
buyers from Canada, Europe and Asia who enjoy a significant economic advantage due to
present currency exchange rates. Since the Belize Dollar is fixed to the US dollar at 2:1,
overseas buyers paying in Canadian Dollars, Euros, Pounds Sterling, Yen, Yuan and other
currencies which have seen significant exchange rate increases over the US Dollar in
recent years, are able to purchase much more real estate for their money in Belize than in
their home countries.
These overseas buyers have had a significant impact on the value of the Partnership’s
Property. As new developers move into the Placencia area to acquire property to build
residential communities to feed the rising demand, beach front property values are rapidly
escalating. You may recall from previous writings that the gold standard for determining
the value of beach front property in resort destinations around the globe is the price per
linear foot of beach frontage. You may also recall that the Partnership locked in its price of
$1,184 per ocean front foot at the time of execution of the contract with Belize Land and
Development, LTD. (the Seller).
An updated survey of new listings in the Placencia area as depicted in the table below
shows beach front property being offered as high as $9,000 to $10,000 per linear ocean
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front foot with a projected average of about $7,500. Compare this to an average listing
price of $3,937 as reported at this time last year.

Beachfront Land Prices
Placencia, Peninsula
Lot Description

Oceanfront
Footage

Coco Plum

120

Price US$

$429,000

Price Per
Oceanfront Foot

$3,575

Notes
Price values reflect average pricing for 16 oceanfront
lots. The lot frontage is consistent at 120', lot depth
varies from 205' up to 274'. Lot prices range from
$379,000 up to $469,000 which translates into an
ocean front linear foot price range from $3,158 up to
$3,908.
6.6 acres; The property is divided into 2 by Placencia
road. 3.8 acres lies along the Caribbean, 2.9 acres
from Placencia road to the lagoon.

Placencia Road

198

1,900,000

9,596

Millers Landing

150

1,500,000

10,000

The 1.94 acre property has 8 1 bedroom thatched
cottages, a 2300 sf building and swimming pool
already built.

Singing Sands

150

1,025,000

6,833

The 1 acre property has some structures on it
including a swimming pool.

Average

7,501

Footnote: Properties with structures on them would require tear down for the lot to be developed.

So, as a result of these listings, it may be reasonable to project that the Partnership’s
Property has experienced another significant increase in value, to possibly three to five
times the Partnership’s original purchase price of $6 Million. Of course, such increased
value may not be fully realized under a liquidating scenario, but it is reasonable to project
that the rise in the price of comparable beach front land together with the fact that the
Partnership’s Property is not encumbered with a mortgage or other debt, substantially
mitigates the risk associated with holding an investment in the partnership.
The Destination Grows

The growth in demand and the consequent rise in land values in the Placencia area are
also effectively causing an expansion of the market area. Following are some data points
on the growing inventory of resort units being developed in the market area surrounding
the Project.
The Belize National Association of Realtors®, the leading organization of real estate
professionals in Belize is now a joint reciprocal association with the U.S. National
Association of Realtors®. This partnership was formed after recognition of the region as a
magnet for international investors. Also, a survey conducted by International Living
Magazine recently placed Belize among the top retirement havens worldwide. These
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organizations, among others are reporting that the foregoing absorption is manifesting in
the Placencia area as developers scramble to acquire the few remaining land parcels for
resort development. As development expands, the Placencia area room count (room count
is hospitality parlance for number of hotel or condo rental bedrooms) is rapidly rising.
There are currently 1,338 residential resort units including condominiums, villas, single
family homes, hotel rooms and suites, and individual lots in existence in this market area,
most of which have been developed in the last 24 months. It is projected that each of these
resort units has an average of 2 bedrooms which, means that the existing room count in
the Placencia area is 2,676. In addition, there are another 1,845 resort units, which
converts to another 3,690 rooms currently in the approval process or are under
development.
Below is an account of known developments and land acquisitions approved and proposed
for the Placencia area as of January 2008.
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

False Caye: Currently seeking development approval and is proposing a luxury
resort with approximately 179 units including a 106 room hotel
Coco Plum: Additional Phases include 110 single family home lots averaging ½
acre each
Grand Reef Condos: 33 unit condominium boutique resort
Kitty Fox development: Over 10 lots on Lagoon side of Placencia Peninsula
Lagoon Caye: Resort planned. No further information available
Luba Hati: 248 room/suites hotel
Manatee Bay Estates: 34 single family home lots
Placencia Pointe: 8 condominiums
Punta Mar: planned condominium development – formally Serenity Point
Rum Point property: no information available; purchased by established Belize
developer; trying to attract large international chain for 12-story hotel resort
Sea Kunga Resort and Restaurant: 5 cabanas
The Placencia Hotel and Residences: 158 residential lots
Wild Orchid Properties: 30 two bedroom/two bath condominium units and 5 three
bedroom/three bath penthouse units within 7 buildings; 16 individual residential lots;
marina; pool; yacht club; restaurant, fitness center
Los Portico Villas: 39 two bedroom/two bath condominiums; restaurant; convention
facilities; spa; marina
Kokomo Belize: 2 cabanas; 20 individual residential lots; marina
Lagoon Caye: Resort planned
Playa de Piratas: 16 residential home sites
Placencia Yacht Club: Low-density plan consisting of 16 two and three bedroom
condominiums

Along with the room count, prices of residential resort units are also rising. The Placencia
area real estate market shows resale condominium values increasing an average of 19%
over the past 14 months with units in recently sold-out new construction resort
developments exhibiting up to a 37% equity growth over the same period of time. Prices
for nicer condos in resorts with amenities are now moving into the $500,000 to $750,000
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range. The demand and consequent rise in Placencia condo prices is, in part due to the
fact that they are significantly undervalued compared to the rest of the Caribbean.
According to the International Real Estate Association, condominiums priced from
$500,000 to $750,000 are rare in more mature Caribbean resort destinations where highend condominiums begin at over $1 Million. Moreover, resorts offering an amenity package
comparable to Ara Macao typically price their new luxury up-scale condos starting at $1.5
to $2.5 Million.
With rising land prices and limited availability in the Placencia area, developers are
beginning to move north and south along the coastline in search of available and
reasonably priced land suitable for resort development. For example many new resorts are
opening in previously less developed resort locations such as Sittee, Hopkins, Dangriga
and beyond. Within this larger market area, which is effectively the eastern coastal area of
the Stann Creek district, ioVest has identified an emerging new inventory of 1,018
residential resort units (2,036 rooms). Altogether, we have counted a total inventory of over
7,500 bedrooms available for travelers coming to the expanding destination of the greater
Placencia area. Over the next several years as these resorts introduce their sales
programs, early buyers of residential units at the Ara Macao Resort and Marina should
reap the reward of unprecedented equity growth.
Before leaving the subject of valuation, it is important to understand several other factors
which are having a positive impact on the value of the Partnership’s Property. First, we are
rapidly coming up on the launching of the Placencia Road paving project. As reported to us
by Cadet Henderson, the CEO of the Belize Department of Public Works, the contract to
pave the road will be awarded in May/June and the paving will begin in June/July. Paving
will begin at the Placencia Air Strip and move northward instead of starting at the Southern
Highway and moving East and then South. This means that the area with the most traffic is
getting paved first making trips up and down the Peninsula quick comfortable and dust
free. You’ve all been there and you remember how nasty that road can be particularly
when it is washed out by heavy rains. The point here is that realtors speculate that beach
front property values along the Peninsula will logically take another bump up when the
road is completed.
Second, some of you may have heard about Engineers Without Borders (EWB), a group of
accomplished engineers who offer their services pro bono to emerging nations. EWB has
been working with the Belize Department of the Environment in conjunction with Placencia
Village to develop a new sewer system for the Peninsula. The proposed system has been
approved for financing by the International Development Bank, and is scheduled to start
construction in parallel with the paving of the Placencia Road. We have previously
reported that the Belize Department of the Environment has cited many of the smaller
resorts, certain commercial operations and numerous households in Placencia for septic
violations associated with old worn out systems that are leaking into the sea and lagoon.
Not only will the new system clean up the water, it will additionally help to support higher
property values by attracting more and new development.
A bonus for the Partnership is that we will be able to contribute capital to hook up to the
new system at a fraction of our current projections to build a stand alone system. Again,
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the installation of a modern sewer system will add an important piece of infrastructure that
will portend yet another rise in property values.
A third contributing factor supporting increased valuation for the Partnership’s Property is
the unprecedented scope of entitlements granted to the Project. As of this writing, we are
the largest resort development approved by the Belize Government and we are the only
resort development with an approved commercial scale seaside marina. And, chances are,
given the sensitivity to the potential for environmental disturbance feared by the activists
who opposed our marina; it is unlikely that the Government will approve another marina
until ours proves to be environmentally benign for a period of several years. This gives the
Project the opportunity to establish itself as the chosen marina for boaters traveling
through Belize waters and further bolsters our case for increased valuation.

Marketing
Another impact arising from the growing demand for Caribbean property is, of course, the
potential to greatly aid in the marketing of the residential inventory at Ara Macao. Initial
marketing of the Project’s condo and villa units has been oriented to capital raising through
first the Founder Club offering and then the Charter Member program. As you may recall
from previous offering memoranda, these are not marketing programs to move large
numbers of units, but rather a strategy to raise development capital without diluting the
Subscribers’ equity in the Partnership. As of this writing, the Founders club is sold out and
the Charter Member program is about 20% complete. However, in conjunction with
entering into one or more joint ventures with one or more co-developers together with the
advent of construction funding as described in a later section of this report, the Project is
now at a position to launch a professional full scale marketing campaign.
In preparation for starting a retail marketing and sales campaign, ioVest commissioned an
absorption analysis to support its projected monthly sales pace of 10 to 15 units per
month. The 5 unit range between peak sales of 15 units per month and trough sales of 10
units per month is to account for seasonal fluctuations of demand as the market follows its
typical cycle back and forth between high and low season. Following are some of the key
findings from the absorption analysis along with a projection of unit absorption.
Demographics & Demand

The Land Unit Department of the Belize Department of the Environment reports that 92
percent of land purchased in Belize since 2000 is owned by foreigners, specifically from
the UK, US and Canada. A buyer typology has been developed by Coldwell Banker to
profile where the buyers will come from for different markets in Central America based on
each country’s stage of development.
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Buyer Profile
Source: Coldwell Banker Nicaragua

Stage of Development
Source: Coldwell Banker Nicaragua

As can be seen from the charts above, Belize is in the beginning of the middle stage of
development. Within this stage more buyers are available for purchase because the risk
parameters of the development have been mitigated and more demographic market
segments are attracted to the destination.
The following table, which stratifies the buyer profile by percentages that make up a typical
resort purchaser pool of buyers, illustrates the middle stage advantage offered by Belize.

Resort Buyer Profile
Type of Buyer

Age

% of Sales

Distingushing Factor

2nd Home Investors
2nd Home Users
Pre-Retirees
Retiree
Primary Home User

35 - 55
40 - 55
50 - 60
60+
35 - 55

23%
15%
25%
25%
10%

Rental income justified purchase
Financially independent
Still working - retiring soon
Retired - not working
W orking - lives in location

Baby boomers have been a driving force in many areas of the economy, culture and
consumer attitudes for several decades. The baby boomer generation is the first to have
access to endless investment opportunities, and it seems that the most popular choice is
investing in real estate. As the oldest boomers approach retirement in the next few years,
they will begin contemplating not just whether to retire, but also where they want to live in
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the next stage of their life. One big component of this decision is the housing choices that
boomers will make as they decide whether to sell a home, relocate or invest in real estate.
They are also the first generation to be exposed to mass marketing from the time they
were born, resulting in their changed spending habits as compared to past generations.
The baby boomer generation is the most individualistic and opinionated generation yet. In
less than 10 years, age 50+ consumers will control the economy for the first time in history.
By 2015, the U.S. baby boomer generation will command almost 60 percent of net U.S.
wealth and 40 percent of spending. In many categories, boomers will represent over 50
percent of consumption and will comprise a majority of the share growth. Compared to
previous generations, boomers have spent significantly more throughout their lives, and
their spending peaks later in life. They will become the largest and wealthiest consumer
group in US history and their disposable income and consumption will be roughly 40
percent more than those of the previous generation.
A 2007 study conducted by the National Association of Realtors concluded the following
Baby Boomer trends:
•

One-quarter of respondents own one or more other kinds of real estate in addition
to a primary residence: 13 percent own land, 8 percent own rental property, 7
percent a vacation home or seasonally occupied property, 2 percent commercial
real estate and 3 percent some other kind of real estate.

•

In addition to a higher rate of home ownership, analysis by NAR shows baby
boomers are proportionately more active in the second home market, owning 57
percent of all vacation/seasonal homes and 58 percent of rental property.

•

Of the portion that own vacation homes or seasonally occupied property, 13 percent
said they own two or more vacation or seasonal homes.

•

Four out of ten respondents who own a vacation home or seasonal property intend
to eventually make that property a primary residence. Historically, other NAR survey
data shows only one in five vacation-home buyers had such intentions when they
first purchased the property

•

Ten percent of all boomers surveyed said they are likely to buy additional real
estate in the next 12 to 24 months; two-thirds of those respondents said they were
considering a primary residence but 26 percent were also interested in land, 19
percent rental property, and 15 percent a vacation or seasonal home.

•

The survey shows one-quarter of all boomers are not satisfied with their present
homes. That means a good portion of baby boomers may be considering a move,
so it's important for the industry to understand their preferences and needs.

8

The table below forecasts the baby boomer demographic of eligible 2nd home purchasers
for annual household incomes over $100,000. The present population of eligible U.S.
baby boomer buyers in this income bracket is 12.26 million and is expected to grow during
the next 10 years as this generation matures.
Counting Baby Boomers
By Annual Household Income and Age of Householder
2009 Projection
Household Income

Age 45 - 54

$100,000 - $124,999
$125,000 - $149,999
$150,000 - $199,999
$200,000 - $249,999
$250,000 - $499,999
$500,000 or more

2,676,314
1,641,855
1,409,048
740,473
668,359
350,906

Total

7,486,955

Age 55 - 59

Age 60 - 64

Total

955,777
578,978
514,509
284,423
279,215
139,903

706,258
423,711
380,555
212,397
201,042
96,990

4,338,349
2,644,544
2,304,112
1,237,293
1,148,616
587,799

2,752,805

2,020,953

12,260,713

Source: U.S. Census Bureau/Claritas Inc.

By using 12.26 million baby boomers as a baseline population and applying factors from
the NAR 2007 Survey, it is possible to project the a reasonable demand from eligible
buyers who may be attracted to the Caribbean, Belize in general and the Ara Macao
property in particular as follows:
•
•

Total number of eligible 2nd home baby boomer purchasers
nd

Number of eligible baby boomers interested in a 2

home

12,260,713
50%

•

Pool of potential 2

•

% of boomers with passport

30%

•

Pool of potential offshore 2nd home purchasers

1,839,107

•

Projected Belize absorption @ 1.5% historical rate

27,587

nd

home purchasers

6,130,356

The data projects a current demand of over 27,000 eligible baby boomers that have the
money, have the desire and are ready to purchase right now, and the number is growing.
To the extent that Ara Macao is arguably the best, most comprehensive and most
competitive resort in Belize today, it is reasonable to project that the approximately 1,000
residentially units being offered up should be absorbed quickly under a professional
marketing program.
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Demand Growth

The US State Department estimates that approximately 500,000 to 600,000 residences
are owned by US citizen outside of the US. Approximately 370,000 to 440,000 of these
properties are owned by Americans who have a principal residence in the US. As of July
1999 (The last year these statistics were published due to security concerns from the 9-112001 events) 4,163,810 American Citizens lived abroad. Of this amount, 2,113,295 lived
in the “Americas” region. (Americas consists of Canada, Mexico, Central America, South
America, and the Caribbean islands.) 212,825 Americans lived in the Caribbean and
Central America; with Mexico included the number is 1,249,125. This represents 5.11% of
the worldwide count, and 30% of the worldwide count if including Mexico.
The above statistical abstract would infer approximately 25,550 to 30,660 properties are
owned by US citizens in the Caribbean and Central America location. By utilizing the
Caribbean tourism annual year over year growth rate of 6%, it can be inferred that property
ownership from the United States will grow 1,533 to 1,840 new residences in the
Caribbean and Central America every year.
In addition to U.S. demand, The Office for National Statistics 2006 Social Trends Report
gives a very real indication of just how many people from the UK are now opting to buy
overseas;
•

UK households have, to date, invested 23.2 billion pounds into second homes
abroad.

•

1.1 million UK people now own a second home.

•

Between 2000 and 2004 the number of UK households that owned second homes
abroad increased by 45%.

As Belize continues to progress and mature as a developing country the buyer
demographic will widen to include more types of buyers with different purchase
motivations. The breadth of purchasers translates into a larger demand chasing a limited
supply. The US purchaser will remain the majority source country purchaser mimicking
the percentage distributions as experienced in Belize tourism statistics. European
purchasers should increase significantly from the 13% historical tourism rate. The weak
dollar translates into an astronomical value proposition for the Europeans. The global
baby boomer population is nearing its peak purchasing power. Current studies indicate
that this demographic has an incredible appetite for resort community living. 50% of
surveyed US baby boomers are seeking out a warmer climate in an area with a low cost of
living. All demographic buyer niches will flock to Belize as the value proposition remains
strong, while Costa Rica and Panama 2nd home sales slow down because the value
proposition is reaching parity in those countries.
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Sales & Marketing Strategy

The table below delineates the residential unit product offerings along with the planned
quantity of each type of product available for the Ara Macao development.

A ra M a c a o R e s o rt & M a rin a
R e sid e n tia l U n it In ve n to ry
U n it
In v e n to ry

D e s c rip tio n
C o n d o m in iu m R e sid e n c e s
M a rin a V illa H o m e s
T o ta l In d e p e n d e n t R e s id e n tia l
R e s id e n c e s

456
296

C o n d o te l R e sid e n c e s
T o ta l R es id e n tia l U n it
In v e n to ry

260

752

1 ,0 1 2

The overall development will be constructed in phases; likewise, residential units will be
released for sale in a series of phases. The phased release of units allows management
to optimize revenue by controlling supply to meet demand. Also, the release of units can
be accelerated or slowed down to accommodate market conditions, a risk mitigation
technique. The table below shows the timing and amount of units to be released according
to the overall development strategy.

Ara Macao Residential Unit Release Schedule
Sales Phase

Units
Released

Founder Program
Charter Member Program
Retail Phase I
Retail Phase II
Retail Phase III
Retail Phase IV
Retail Phase V
Retail Phase VI
Retail Phase VII

50
50
100
100
100
100
100
100
52

Condotel Sales Program
Total

260
1,012
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Start
Period

End
Period

Completed Completed
Operational Mth 6
Mth 1
Mth 5
Mth 6
Mth 12
Mth 13
Mth 18
Mth 19
Mth 24
Mth 25
Mth 30
Mth 31
Mth 36
Mth 37
Mth 42
Mth 12

Mth 48

The Founder Program, which was the first offering of condominium units to early stage
purchasers as previously discussed has been sold out and the second round of pre-sales,
the Charter Member Program is currently underway and is projected to be completed
within a conservative 6 months from the start of construction. Note: each month in the
table references the month from when construction is in effect. For example, month 1 is
the commencement of construction.
On or about the time that construction will commence, a professional resort sales and
marketing organization will be retained to sell out all available units being offered in the
Project Master Plan. The resort sales are priced in tranches of 100 units. The first tranche
of units will be priced above the current published price and will allow for Phase I units to
be sold out. Subsequent to this, the sales strategy is to release 100 units every six months
with each tranche of released units to be priced in higher increments, according to market
conditions.
ioVest has interviewed, met with and received proposals from several international sales &
marketing organizations and has tentatively narrowed the choice of marketing
organizations to The Playground group, an Intrawest Company, www.playground.com and
The Communiqué Group, Inc., www.thecommuniquegroup.com. Each organization
provided ioVest with a detailed proposal and a business plan to accomplish the sales goals
of the Project. The Playground group has extensive experience in which it has delivered
over $2 Billion in sales just the past two years. The Playground group has projects in five
countries and across two continents.
The Communiqué Group has over 20 years of experience with over $3 Billion in sales for
their clients. Most recently, Communiqué completed a launch event in the Dominican
Republic, which was an unproven market in a developing country. Their launch event
accomplished over $100 Million in sales, from a goal of $54 Million. Utilizing either of these
specialty organizations will ensure that the Ara Macao Resort and Marina achieves its
sales objectives, especially when properly focused on the target demographic for this
marketplace.
The basic program employed by each of these organizations is to utilize a direct mail
program aimed at the targeted demographic purchaser. From the direct mail campaign,
the prospects are qualified and contacted through a series of communications. Usually
this “qualifying” period takes 120 to 160 days. Each contact point is carefully scripted to
entice the potential purchaser to continue towards making a reservation and ultimately
signing the contract.
The table below illustrates the statistical sales typically generated from a given number of
direct mail pieces associated with this type of program. The numbers indicated within the
table are based on the historical experience achieved by the previously mentioned
organizations.
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Direct Mail Model (Example)
# of DM Pieces
400,000
Response Rate
0.75%
Number of Responses
3,000
Conversion Rate
10.00%
Number of Reservations
300
% of Reservations that write
contracts
36.00%
# of Contracts Written
108
Drop off Rate
7.00%
Number of Sales from DM
100

The 400,000 suspects needed to generate 100 sales would come from all around the
globe, probably mirroring the demographic make up of Belize tourists. It should be noted
that 40% of the potential purchasers will buy this type of product sight unseen. In addition
to direct mail, web based marketing is also utilized in this type of campaign. Plus, local
brokers will be utilized extensively throughout select markets.
The condotel sales program (“condotel” is becoming the commonly adopted jargon for a
hotel suite offered for sale in a condominium setting) will be spearheaded by the brand
name hotel flag that joint ventures with the Partnership. Since this product offering is
different than the core condominium and villa residential product, its marketing and sales
will be specialized to accomplish the objectives for this niche.

Projected Absorption
The demand for the residential offerings at Ara Macao is projected to be sourced from
three population groups:
•
•
•

Tourist group
Aging baby boomer demographic seeking a 2nd home
Direct global marketing

Tourist Group The absorption projection assumes that Belize tourism will maintain
250,000 plus annual tourists. Out of this group it is projected that 5%, or 1 in 20, which
equals 12,500, will be interested in purchasing a 2nd home in country. Out of this group it
is projected that 25% will actually act on their purchase decision for 3,125 units. Ara
Macao would require a 4% market penetration rate from this sector to maintain its rate of
sales. Based on the amenities offered by the Ara Macao resort when compared to the
competition, it is reasonable to conclude that this rate is attainable. Moreover, it noteworthy
that both Costa Rica and Panama have doubled their tourism numbers over the last five
years. As Belize moves up the ”S curve” stage of development, its growth rate will mirror
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Costa Rica and Panama by accelerating and thereby produce a larger pool of potential
purchasers.
Baby boomer Demographic Based on the recent survey of interested 2nd home
purchasers of this demographic, it is projected that 27,587 prospects (1.5% historic rate of
the Caribbean pool of potential purchasers) will be available, specifically to Belize, over the
course of the next 7 years or 3,941 prospects per year. The Ara Macao project would
require a market penetration level of 3.5% from this category in order to maintain its
projected rate of sales.
However, it is believed that the historical 1.5% rate will also grow based on Belize
emerging as a travel destination. The strong value proposition of Belize when compared to
Mexico and Costa Rica indicate a potential switch over of baby boomers to the Belize
market place. As a result, assuming Belize can increase the market penetration rate to 3%
over the next 3 to 5 years, their pool size would increase to 41,380 or 5,911 prospects per
annum. This would translate into a needed market penetration rate by Ara Macao of only
of 2.3%.
Direct Global Marketing Interviews with and proposals from third party marketing
professionals indicate an orderly absorption of the magnitude utilized in the Developer’s
financial projections and illustrated in the table below. It is evident from the foregoing
tourism trend studies and demographic tabulations that there is more than adequate
demand to populate up many projects beyond the needs of Ara Macao. It is the job of the
professional marketing and sales companies to intercept buyers where they live and play
and to push emotional buttons which eventually lead these people to the project site. The
Developer believes, and this has been confirmed by every marketing company contacted,
that the quality level and value proposition offered by Belize and Ara Macao is second to
none in the Caribbean.
In view of these findings, the Developer projects a monthly absorption of 11.5 core units,
inclusive of condos and villas a monthly absorption of 4.1 condotel units as depicted in
the table below.
Ara Macao Absorption Rate Calculation
T o ta l In d e p e n d e n t R e s id e n tia l U n its
L e ss: F o u n d e r P ro g ra m U n its
L e ss: C h a rte r M e m b e r U n its
L e ss: P re -C o n stru c tio n B u lk S a le s U n its

752
50
50
100

R e s id e n tia l U n its A v a ila b le fo r R e ta il S a le s
F o re c a st S a le s A b so rp tio n P e rio d (M th s)
M o n th ly A b s o rp tio n R a te (U n ts p e r M th )

552
48
1 1 .5

T o ta l C o n d o te l U n its A v a ila b le
L e ss: H o te l F la g P u rc h a se (2 5 % )
C o n d o te l U n its A v a ila b le f o r R e ta il S a le s
F o re c a st S a le s A b so rp tio n P e rio d (M th s)
M o n th ly A b s o rp tio n R a te (U n ts p e r M th )

260
65
195
48
4 .1
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Environmental Clearance
Shortly after the release of last year’s Status Report, the Partnership had the good fortune
to have the Ara Macao Resort and Marina Project approved by the Belize Government.
This approval was memorialized in an Environmental Compliance Plan (ECP) agreement
executed between Ara Macao Holdings, L.P. and the Belize Department of the
Environment on January 3, 2007. A copy of the letter of transmittal granting approval is
attached as Exhibit B. Naturally we were elated to have overcome the many challenges of
what became a two year process, a process which had previously sent many other
developers packing. However, we were not quite out of the jungle yet. In April, the
Placencia Citizens for Sustained Development (PCSD), the same activists who were
responsible for the many delays in receiving our ECP as reported in last year’s annual
report, filed an action in the Belize Supreme Court claiming among other things that the
ECP was illegal and that the Ara Macao Resort and Marina should be quashed pending
the outcome of the trial. Our excitement rapidly vanished.
After reviewing the PCSD claim, it was clear to ioVest, its engineers and the Partnership’s
Chicago counsel that the case brought against Ara Macao was based on junk science
making it essentially frivolous and without merit. Although the activists had no case, it was
obvious that it was their strategy to mount a prolonged court battle, which would stall the
project, possibly destroy our equity funding campaigns and eventually achieve their goal of
ending the project altogether. In fact the very filing of the case and the immediate media
attention it received quickly served to forestall several Founder Club purchasers from
completing their purchase.
It was our counter strategy to bring the trial quickly, win on the merits of our case and
remove any lingering doubt about the validity of the ECP, the inherent entitlements and the
financial feasibility of Ara Macao. After consulting with our Stann Creek Area
Representative, Rodwell Ferguson and other Belize friends and advisors, we were
recommended to Elson Kaseke, perhaps the top trial attorney in Belize and a former
Solicitor General of the country. Mr. Kaseke accepted our engagement, concurred with the
quick trial strategy and worked day and night for several weeks to prepare the case for trial
before a Supreme Court Judge. At the same time, we asked several key ministers in
government that, in view of the significant positive impact that the project would have on
Belize’s economy, they request that the Supreme Court judge move the case to the top of
an otherwise clogged docket.
Our request was granted, the case was expeditiously heard and in a landmark May 7th
ruling, the judge handed down a decision in our favor. Moreover, the judge lambasted
PCSD for wasting the court’s time and ordered them to pay court costs and all of Ara
Macao’s legal bills including that of Mr. Kaseke. As a side note, neither PCSD nor any of
its members could afford to pay the order. However, since they could not pay, they were
prohibited from appealing within the 30 day appeal window making the judge’s ruling final.
The Judge’s Decision and opinion can be viewed by visiting www.aramacao.com/owners ;
enter login owner and password belize.
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Construction & Funding
In the inaugural edition of the Scarlet Letter, sent to you in November, we reported that we
were meeting with an assortment of possible joint venture partner and co-developer
candidates within the hospitality industry. Since then, we have indeed hosted
representatives and intermediaries of a number of top names in hospitality, such as Ritz
Carlton, Marriot, Fairmont, Rosewood, St Regis, Auberge and One and Only. Also, we
have met with several potential joint venture partners who have expressed interest in codeveloping jointly with the Partnership various components of the project such as the
marina, the hotel, casino and golf complex, the condos and villas and etc. Moreover, we
have reviewed a variety of funding propositions including conventional construction loans,
hedge fund offerings and exotic hybrids featuring various combinations of equity and debt.
Recently, ioVest has been in ongoing negotiations with a number of front runners in all of
the above categories.
Because of the sensitivity of these ongoing negotiations, it is not possible to reveal names
or terms of engagement at this time. In fact, in some cases we have signed documents
which prohibit us from making public announcements until after a deal is executed.
However, based on the strength and advanced nature of some of these relationships,
ioVest is comfortable providing you with the following development schedule.
Phase I
Typically, the development schedule of a resort project is driven by balancing projected
demand and absorption with capital requirements. Ara Macao is no exception and the
foregoing absorption projection together with discussions with potential co-development
partners and funding sources warrant that the Project be divided into multiple development
phases. ioVest’s current financial model has evolved an initial Phase I development plan
merging into a relatively seamless construction schedule thereafter as the Project moves
to a position of self-funding.
ioVest is projecting the commencement of Phase I construction during the third quarter of
2008 and delivery of first units during the fourth quarter of 2009. Phase I construction is
projected to include the following deliverables which are plotted on the Project Master
Plan. For reference, you can locate the Project Master Plan in your copy of the
Partnership’s Confidential Private Offering Memorandum or you can also find a copy in last
year’s status report. The primary area of Phase I development is situated within the
confines of the Beach Condos South Area spotted on the Master Plan, an area which
some folks have referred to as the “Island”.
•
•
•
•
•

Construction of 144 condominium homes (12 condominium buildings containing 12
units each)
Construction of 56 marina villas (14 buildings containing 4 units each)
The 25,570 sq. ft. south reception center
The 25,000 sq. ft. retail village
The north swimming pool & related water features, buildings, bar, etc.
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•
•

Completion of 1/3rd of the 67 acre marina
Approximately 1/3rd of infrastructure including roads, water well & distribution, liquid
waste system, electrical, telecommunications and landscaping sufficient to support
Phase I residential, retail and commercial facilities

This Phase of development will effectively provide the Project with a fully functioning
condominium resort and marina community with a projected 200 residential units and
approximately 148 boat slips with a scheduled delivery beginning in fourth quarter 2009.
Phase I development is projected to be funded with $80.625 Million in capital consisting of
$20.625 Million in equity and $60 Million in construction financing. The $20.625 Million of
equity capital consists of Limited Partner capital contributions of $7.5 Million together with
$7.5 Million of deposits from the sale of Founder Program condominium & villa units and
$5.625 Million of deposits from the sale of Charter Member condominium & villa units. As
of this writing, both the Limited Partnership and Founder Club offerings have been fully
subscribed and the Charter Member program is about 20% complete.
Of the total subscriptions to the three offerings, approximately $ 13.4 Million in cash had
been collected and disbursed for acquisition, pre-construction development and marketing
through the December 31, 2007 reporting period. See Exhibit C Historical, Sources and
Uses of Funds attached for a detailed breakdown of expenditures. ioVest is currently in the
process of continuing to raise cash through the offering of the Charter Member program
and will continue to do so until it has been sold out.
With respect to the debt side of funding, we are pleased to advise that the Partnership, in
conjunction with a co-development agreement currently under negotiation, has been
offered a $60 Million construction loan facility bearing interest at a 7% fixed rate, with a
moratorium on principal and interest for the 1st 24 months. Starting in month 25, the loan
is projected to amortize on a 30 year schedule with a 60 month balloon. The co-developer
and funding source are currently working through a due diligence process which should
conclude with a closing within the next 90 to 120 days. At the same time, ioVest is
continuing on-going discussions and negotiations with two other co-development and
funding sources with similar financing arrangements and closing schedules.
The combined funding of $80.625 Million is projected to enable the Partnership to
complete Phase I and achieve a position of self funding, that is, have sufficient cash flow to
complete the remaining inventory of condominium and villa units, retail and commercial
space, the marina and all associated infrastructure. ioVest projects completion of the total
456 condominium and 296 villa homes and supporting structures within a total
development period of 48 months from commencement of construction in 2008. The hotel,
casino and golf complex are projected to be developed with a separate funding and
construction schedule as described below.
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Hotel, Casino & Golf Complex
ioVest projects the cost of the hotel, casino and golf complex to be approximately $82.3
Million. This complex will either be developed independently with a third party developer or
jointly with a third party developer and the Partnership. As mentioned, ioVest is presently
exploring branding and joint venture development of this complex with many of the top
names in the hospitality industry. It is likely that when a co-developer or joint venture
partner is chosen for the development of the hotel, casino and golf complex, its
construction will begin as an overlay to either Phase I or a subsequent phase of the larger
overall resort development. The project budget assumes this complex will be built in three
stages as follows:
•

•
•

Stage I (of the hotel, casino & golf complex) consists of the first of two hotel wings
containing 130 condotels each, the casino and 100% of the hotel commercial and
retail space and is projected to begin in month 13 from commencement of (Phase I
total Project construction) and be completed in month 24, with the exception of the
casino which is projected to be completed in month 27
Stage II consists of the second wing of 130 condotels and is projected to begin in
month 25 and be completed in month 36
Stage III consists of the golf course and clubhouse and is projected to begin in
month 25 and be completed in month 41

Funding for the hotel is projected to consist of $43 million of new funding including $11
Million in equity and $32 Million of debt. The balance of construction for this complex will
come from cash flow generated from the delivery of the first 130 unit wing of the hotel.
Notwithstanding the foregoing, the Partnership may enter into a joint venture with a codeveloper and/or funding source who may want accelerate the development of the hotel,
casino and golf complex with different scheduling and associated funding.

Final Thoughts
Since its inception, Ara Macao has inspired many folks to act on long suppressed desires
to improve their lives. Its vision of living in a comfortable setting in peace and harmony
with nature has been met with acceptance and support by all who have walked the
unspoiled Ara Macao shoreline, snorkeled the crystal waters of Laughing Bird Caye or
stood in wonder at the foot of the ancient Maya pyramids at Lubaantum. Incidentally, the
Mitchell-Hedges clear quartz crystal skull discovered at Lubaantum in 1924, the fabrication
of which defies any known cutting technology today, may have been the inspiration for the
new Indiana Jones and the Kingdom of the Crystal Skull movie.
And those who have been touched by the hearts of the Belizean people know right away
that Belize and Ara Macao are something special; something difficult to describe with
words alone; something much more different than the myriad cookie cutter destinations
now catering to retiring baby boomers and young professionals seeking a better way. A
new standard is being established at Ara Macao, one founded first and foremost on
preservation of our precious environment. Let no-one doubt that our environment and
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consequently our bodies are under daily attack by thousands of chemicals, unfriendly
bacteria, viruses, fungi and other invaders. The cities in the northern hemisphere are strife
with polluted air, water and food. Because of this, disease is rampant with more than half
the U. S. population slated to contract cancer, heart disease or diabetes and thus ending
their lives much earlier than the Creator intended. Ara Macao may become for many a
refuge, a place for a second chance at life, another opportunity to get it right.
The high standards being set at Ara Macao come at a price which is not measured in just
dollars. The final product, an environmentally safe sustainable community, while highly
valued and desirable, does not just happen overnight. There are many obstacles to
overcome. You’ve heard the trite words, “If it was easy, everyone would be doing it.” Well
those words are particularly applicable in this case. On the one hand, the leaders in Belize
know that the tourism sector of the Belize economy, inclusive of the development of resort
and retirement communities, will lead the way to financial independence for the country.
On the other, there are many who cherish their current way of life so much, that they feel
threatened by development no matter how well conceived or executed. You have seen
how many ex-patriots seem compelled to do everything in their power to stop Ara Macao,
even when it was scientifically demonstrated that Ara Macao was benign to the
environment and economically proven to bring new prosperity to the Belizean people,
particularly in the many villages surrounding and influenced by Ara Macao.
So what is the point here? The point is that development at this level takes time. When
there is so much at stake, and in this case life itself, there are going to be some battles to
fight and some ground to take. These things take time. The good news is that we have we
won all the important battles and we are at the threshold of a formal launch of the Project.
To appreciate where we are, let’s take stock for a moment and see what has been
accomplished in just a few short years.
When Ara Macao was first proposed to investors (it was called Scarlet Macaw then):
•

Belize was still very much unknown by the traveling and retiring public. Moreover,
the travel and tourism business was down as the traveling public adjusted to
heightened security in the aftermath of 9/11. Today, Belize is on the top of every
traveler’s short list and the subject of numerous media periodicals and stories. More
and more people have come to appreciate its virtues; clean environment, English
speaking, guaranteed title to land, you know the rest.

•

The Partnership did not own any land; it merely had a contract to buy some land.
Today, the Partnership has fully paid for and taken ownership of one mile of beach
and 623 acres of some of the finest property in the Caribbean. It is arguably the
finest piece of resort land in Belize. As a bonus, the Ara Macao water aquifer lying
under the Property may be more valuable than all the condos, villas, hotel and other
improvements to be developed.

•

The Project had no master plan, no engineering plans and no architectural concepts
or designs; there were just some ideas and a dream. Today, the Partnership has
assembled a blue ribbon development team which has turned out a master plan that
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is the envy of every developer in the Caribbean. What’s more, this plan has been
approved by the Belize government under perhaps the most rigorous environmental
clearance process in the Caribbean Basin. The approved entitlements associated
with this master plan not only lend immeasurable value to the Property but also
provide for a one of a kind environmentally friendly and sustainable community for
its owners and residents.
•

The Partnership started with no capital. Today, because of the vision and
foresightedness of its investors, the Partnership has met its first round funding goal
of $15 Million in cash. That cash, the lifeblood of any development has enabled the
Partnership to achieve a position of strength as it negotiates co-development
agreements and institutional funding to move to the next level.

•

In a word, at the beginning an investment in Ara Macao was characterized by a
significant degree of risk. The financial markets, particularly in the U.S. were
unstable. ioVest proffered that the U.S. residential markets were getting overbuilt
and would soon soften. ioVest wrote that demographic and psychographic trends
were suggesting that Baby-Boomers, young professionals and other residential
market segments would head for the Caribbean in search of a warmer climate and a
better value for their real estate purchasing dollars. ioVest knew that when markets
are falling in one part of the globe, they may be rising in another and as luck would
have it, as the U.S. housing market moved into its greatest fall in recorded history
losing on average about 10% from year-end 2006 to year-end 2007, residential land
values in markets like Shanghai and Dubai in the East and Costa Rica and Belize in
the West increased not just by percentages but by multiples. For the Partnership,
comparable beachfront land in Belize, which the Partnership now owns free and
clear at $1,184 per linear foot of beach front is now being offered at $9,000 to
$10,000. If we were to liquidate today at just ½ the current listing values, investors
in Ara Macao would more than double their investment including dollars spent on
development. To that extent alone it is reasonable to assume that the risk in the
deal has been eliminated.

In the year 2008, ioVest projects that Ara Macao will achieve many more milestones. In
particular, the one milestone you have been waiting for most, a ground breaking and the
commencement of construction, is now in sight. All of the prerequisite elements for
construction; land acquisition, entitlement, environmental clearance, planning, design,
engineering have been assembled and soon, a comprehensive funding program will
enable a launch. For the time being, we ask that our investors continue with their support
and much appreciated patience. Much has been achieved and with your help great things
are yet to come.
All the best to you and your families,
Paul

20

Exhibit
A
Exhibit A

|

;

iliSjU
ANTATION
A master planned, beach front resort community.

February 19, 2008

Paul Goguen
ioVest Development, L.L.C.
191 North Wacker Drive

Suite 2350
Chicago, IL 60606
Re; Memorandum of Sale DTD June 7, 2004
Dear Paul,
This is to confirm that on August 15, 2007 we received final payment to complete your
purchase in full for the 582 acre estate associated with the above referenced agreement
and that Ara Macao Holdings, L.P. is now the sole effective owner. We understand that

you are having the four individual existing land surveys associated with the 582 acres
consolidated into one perimeter survey, legal description and tax parcel to facilitate a
more efficient transfer and further subdivision based on the Ara Macao Resort and
Marina Master Plan.

We further understand that you will submit a Memorandum of Transfer to the land Title
Unit of the Belize Department of Land for a Transfer Certificate of Title when the new
survey is completed. We will be pleased to execute the Memorandum of Transfer turning
over the land to your designated entity upon receipt from your attorney. We wish you
great success with the Ara Macao project.

regards,

-Mackinnon Belize Land and Development Ltd.
By: James Parker, Chairman

P.O. Box 5722 Carefree, A2. 85377 (480) 595-6458 Fax. (480) 595-6459
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Department of the Environment

BELIZE

10/12 Ambergris Avenue

Please Quote: PRO/DEV/02/l 93/2/07 (162)

Telephone Numbers:
Fax Number:

Belmopan,

822-2542 / 28 1 6
822-2862

Belize, C. A.

E-mail: envtrodept@btl.net

January 3, 2007
Paul Goguen
Director

Ara Macao Development Ltd
91 North Front Street
Belize City
Dear Mr. Goguen,

Please be informed that Environmental Clearance is hereby granted to ARA MACAO
DEVELOPMENT LTD for the construction of a marina with various slips; a 260 room hotel; 456

various condominium homes along the seafront; 296 villa homes around the marina; a 410,000 ft2
commercial center, a casino and an 1 8 hole golf course located in the Stann Creek District just north
of the Placencia Peninsula and south of Riversdale Village.

This Environmental Clearance is

granted subsequent to the signing of the Environmental Compliance Plan (ECP) prepared by the

Department of the Environment (DOE) on January 3, 2007.
Kindly be informed that ARA MACAO DEVELOPMENT LTD. is required to comply with all the

terms and conditions incorporated in the Environmental Compliance Plan. Disregard of any of the
terms and conditions stipulated in the compliance plan will result in the revocation of the
Environmental

Clearance

and/or

legal

actions

being

taken

against

ARA

MACAO

DEVELOPMENT LTD.

No changes or alterations to what has been agreed to in the ECP will be permitted without the
written permission of the Department of the Environment.
Thank you for your kind consideration and cooperation in addressing these issues of mutual concern.

Thanks for your kind cooperation.
Respectfully,

UM.

Martin Alegri

Chief Environmental Officer

Department of the Environment
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Exhibit C

Ara Macao Holdings, L.P.
UNAUDITED
Sources and Uses of Funds
Inception through December 31, 2007
Calendar Year
2004

2005

2006

2007

Project
Total

$7,500,000
5,411,413
328,000
131,263

SOURCES OF FUNDS:
Capital & Financing
Partnership Units
Founder's Club Deposits
Charter Member Deposits
Note Proceeds (Net Principal Flows)

Total Source of Funds

$400,000
525,000

$2,822,000
1,776,413

$3,460,000
1,525,000

500,000

(435,737)

$818,000
1,585,000
328,000
67,000

925,000

5,098,413

4,549,263

2,798,000

13,370,676

700,000

2,915,000

1,900,000

1,050,000

6,565,000

55,317
140,000
195,317

70,516

0

25,000
97,500
122,500

70,516

150,833
237,500
388,333

700,000

3,037,500

2,095,317

1,120,516

6,953,333

21,520

191,691

104,856

19,480
41,000

260,591
452,282

327,144
432,000

128,513
325
238,224
367,062

446,579
325
845,439
1,292,344

29,875
41,825
47,800
119,500

113,650
159,110
181,840
454,600

69,888
97,843
111,820
279,550

36,125
50,575
57,800
144,500

249,538
349,353
399,260
998,150

25,000

13,320
39,320

39,375
589,123

196,736
247,292
25,000
169,175
71,740
3,646
713,588

30,000
38,450

1,000

214,493
147,673
14,035
173,547

466,229
433,415
39,035
553,721
138,437
69,544
1,700,380

USES OF FUNDS:
Acquisition & Construction
Land Acquisition
Construction:
Infrastructure (Site Preparation)
Construction Management (Program Development)
Total Construction

Total Acquisition & Construction
Development Costs
Syndication
Brokerage on Condominium Sales
Trust Administration
Limited Partner Syndication
Total Syndication Fees
Project Management
Land Acquisition & Feasibility Analysis
Business Plan Development
Project Supervision
Total Project Management
Professional Fees
Architect Fees
Engineering Fees
Landscape Design
Legal Fees
Accounting
Consulting
Total Professional Fees
General Operating Expenses
Finance & Administration
Bank Service Charges
Chicago Facilities
Filing Fees
Freight & Delivery
Office Supplies
Dues & Subscriptions
Telephone & Info. Systems
Total General Operating Expenses

65

53,000
2,447
750
350
1,784
6,221

1,269

64,552

1,029
175
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110,000
3,684
11,838
300
489
13,950
4,775
3,341
148,376

209,999
66,697
13,203
358,349
115,000
5,919
16,195
3,950
8,882
101
18,675
168,720

278,000
13,079
28,783
4,775
2,273
29,117
4,876
22,015
382,917

Exhibit C, Page 2

2004
Other Expenses
Financing Costs
Travel & Due Diligence
Automobile
Entertainment
Lodging
Meals
Taxes, Tips and Fees
Transportation
Other Expenses
Total Travel & Due Diligence
Miscellaneous
Total Other Expenses

Total Development Costs

Calendar Year
2005
2006

7,000

3,500

4,138

4,044
81,907
6,063

2007

Project
Total

210,615

8,401

229,516

2,214
1,839
75,701
11,315
6,137
55,656
10,496
163,357

7,299
18,451
208,454
37,953
10,169
220,644
61,189
564,161
2,856
796,532

51,142

98,713
41,819
232,546
18
236,064

373,972

5,086
8,431
50,846
20,511
4,033
33,107
2,102
124,116
2,838
135,355

252,231

1,796,621

1,947,485

1,173,986

5,170,323

158
0
217

7,152
38,000
967
51,000
17,000

6,369
16,675
969
87,535
104,717
25,500
5,135
1,807
5,998
11,590
26,122
39,425
22,000
140
353,981

34,261
18,656
767
42,611
484
59,434
45,823
3,793
14,294
10,200
2,286
79,682
2,933
315,224

47,940
73,331
2,920
181,146
122,201
84,934
50,958
10,514
5,998
37,139
66,406
41,711
122,308
4,552
852,057

18,500
18,500

131,000
34,500
35,146
200,646

64
33,168
6,772
44,142

Marketing & Sales
Business Development
Advertising
Aqua Terra
Call Center
Impact Fees
Consultants
Media Production
Seminars and Presentations
Promotional Merchandising
Belize Sales Office
Postage and Delivery
Printing & Reproduction
Internet Marketing
Website Development
Other
Total Business Development
Marketing & Sales Management
Marketing Manager
Sales Agent
Administrative Support
Total Marketing & Sales Management

Total Marketing & Sales
Total Uses of Funds
Net Cash Flow

4,914
4,458
8,778

6,797
21,306

1,000
100
14,711

19,626
1,379
168,141
30,000

0

30,000

101,000
34,500
16,646
152,146

14,711

198,141

506,126

333,724

1,052,702

966,942

5,032,262

4,548,929

2,628,227

13,176,359

-$41,942

$66,151

$334

$169,773

$194,317
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Date:
To:
From:
Subject:

November 2008
All Limited Partners, Founders and Charter Members
ioVest Development, L.L.C.
Construction Update

Ladies and Gentlemen:
We had hoped that we would be reporting a project launch at this time. Recent events in the
financial markets, however, have further prolonged this otherwise impending event. While we
believe that the Ara Macao project is safe, sound and viable as ever, the much-anticipated
groundbreaking continues to elude us. The following report gives the details.
As described in our May 2008 Status Report, an effective launch of construction at Ara Macao is
dependent on securing a substantial construction-financing package. The current Project Business
Plan calls for $60 Million in construction funding to complete Phase I and establish a position of
self-funding. Phase I includes:
•
•
•
•
•
•
•
•

Completion of 1/3 of the 67 acre marina including the north jetty system
Infrastructure including roads, water well & distribution, liquid waste system, electrical and
telecommunications
Building pads & landscaping
The 25,000 sq. ft. retail village
The 25,570 sq. ft. south reception center
One swimming pool & related water features, buildings, bar, etc.
Construction of 144 condominium homes
Construction of 56 marina villas

An additional Funding of $30 Million is required to launch the hotel, casino & golf complex and
reach a position of self-funding for those components.
During the past several months, we have been negotiating with different funding entities offering a
variety of debt/equity options. Foremost among these has been the engagement of a third party
intermediary, L. L. Nelson & Company, to arrange a syndicated credit facility with the World Bank
through their International Finance Corporation (IFC). Larry Nelson, the company’s principal, has a
17-year record of arranging several hundred deals with the US Trade Development Agency, The
World Bank Group, and The International Finance Corporation (IFC). Through his relationship with
IFC, he has been able to introduce and establish diversified financial services and secured banking
strategies in all business sectors, and has used the hospitality/tourism industry as a priority and main
focus for economic development in third world economies. His funding models for capital asset
model debt and equity commitments/instruments, diversified financial services, land registration,
and trade credit financing in non G-7 countries, and for all business sectors, have been adopted by
Operations

Administration
160 Beaver Creek Drive
Sedona, Arizona 86351
Ph: 928.284.3064
Fx: 928.284.3068

Paul Goguen, Chairman

191 North Wacker Drive
Chicago, IL 60606
Ph: 312.658.0000
Fx: 312.658.0001

virtually all multi-lateral investment institutions, and capital market firms throughout the world.
Larry posited to us that the IFC would be our best funding source because their resources were vast
and included not only capital but also,
•
•
•
•

Technical assistance,
Joint venture arrangements,
Peripheral infrastructure development and
Spin-off business development.

Moreover, our project was perfectly suited to the IFC’s stated mission, which is to invest in projects
that boost the economies of emerging nations, and Belize is on the short list of nations being
targeted by the IFC. Because Ara Macao is projected to generate over 8,000 jobs and over $17
Million in annual net foreign exchange while at the same time remaining environmentally benign, it
is a perfect match to the IFC mission. Our initial contacts with IFC were encouraging. We were
advised that a preliminary review of our Project Plan by IFC staff indicated that the project could be
underwritten and that we could be funded within 90 to 120 days. That was May, which means we
would have been launching well within our third quarter-projected deadline.
As underwriting proceeded, early quakes in the financial markets caused IFC underwriters to
develop a more cautious stance. As financial markets began eroding, the IFC eventually began
shifting its attention to attending to portfolio projects that were being negatively impacted by the
markets while simultaneously putting new projects on hold. Recently, in the depth of the financial
crisis, we were advised that no new projects would be funded by IFC until after the first quarter of
2009 and that underwriting of Ara Macao could resume at that time if we wish. We asked Larry to
give us a detailed report on this matter, which you will find attached to this letter. Although we will
continue to work with the IFC, our confidence in their ability to fund our launch has waned and
other alternatives will be more aggressively pursued as described below. Funding for Ara Macao
peripheral infrastructure projects such as a new international air gateway into southern Belize and
spin-off businesses such as a wellness center could be highly fundable through IFC when we
resume talks with them next year.
In addition to working with the World Bank/IFC, we had been negotiating with three successive
joint venture partners, one of which is still in play. The first, a successful developer in Phoenix flew
his executive team to the Ara Macao site (in his personal Citation jet) earlier in the year, was
impressed with what he saw and began formulating a plan to enter into a joint venture development
with ioVest. He had a unique idea he had been implementing in Martinique, whereby he would
bring a cluster of three smaller boutique 5 star hotels to the site instead of one larger one. He had an
arrangement with L’auberge, Rosewood and One and Only, which together would have created a
highly desirable destination at Ara Macao, especially considering the attractiveness of our exclusive
marina. We believed the upscale branding would improve overall value to the condos, villas and
other residential and commercial offerings at Ara Macao and were excited to move forward with his
team. In addition, he had represented to us that he had multiple funding sources that he could bring
to the table.
Not long after we began our negotiations, a phone call to the Phoenix developer revealed some
shocking news. His biggest construction loan, over $70 Million, was being called by his primary
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commercial bank. Although the loan was performing in every way, the bank invoked a force
majeure clause informing the developer that bank regulators required a higher liquidity level in the
bank and were forcing them to call even performing loans under the threat of being shut down.
Needless to say, this developer had to break off negotiations with us while he scrambled to save his
business. Little did we suspect at that time, that this incident would become a precursor and model
for the demise of relationships between many other developers and their bankers as the looming
financial crisis unfolded.
A second excellent candidate for joint venturing is a Chicago developer who had recently
completed developing the residential compound at the new American Embassy in Belize. He was a
very good choice because he had already mobilized a construction crew in Belize including heavy
equipment and procurement lines. He also had excellent funding sources. We spent much time
together at the Ara Macao site and in subsequent follow up meetings. As the relationship and
negotiations progressed, however, it became apparent that he also was having difficulty with his
funding sources. After several months of working out the terms of a joint venture agreement, it
became apparent that he was not going to be able to line up his funding as originally contemplated.
We are still keeping in touch, but we are not hopeful of a resolution at this time.
A third and more recent joint venture partner candidate is a Canadian developer with extensive
development experience and strong financial sources. His source of funding has been typically
Canadian and European institutions, who up until recently were enjoying a significant advantage
when investing in US$ based assets and projects. As of this writing, we have established a joint
venture arrangement with this developer, but are still waiting for a solid commitment from one of
his funding sources. To the extent that the US financial crisis has become global with Europe being
particularly hard hit, it is uncertain as to when, if at all his funding will materialize.
Yes, there is some good news in this report. First, we have recently begun connecting with a
funding source that is likely to have a need to place money in spite of uncertainty in the financial
markets. The list of available funding sources has become very short indeed, but it appears that
pension plan money, such as state teachers retirement plans, certain unions and others may be right
at the top of the list. Here is why. Pension plan fund managers are required to earn a certain yield so
that their annuitants (retirees) can be paid out a guaranteed return, say 8 to 9 % per annum. Under
most state charters, pension plans are restricted to certain types of investments, particularly those
that minimize risk and preserve capital. A typical pension plan portfolio will have investments in
high grade bonds with average yields of say 5% and blue chip stocks averaging a total return of say
7%. In order to bring the overall yield to the portfolio up to the average of 8 to 9%, fund managers
must invest in higher yielding alternative investments. Most popular among these is real estate,
which can offer projected yields in the 10 to 15% range.
However, the dilemma facing pension plan fund managers today is finding a real estate market that
is not in trouble. Clearly the United States real estate market is not the place to go. Neither is
Europe, Asia or many other developed areas. As luck would have it, Central America is high on the
list of desirable real estate markets and even more amazingly, Belize tops the list of many pension
plan managers. According to certain consultants currently advising ioVest, based on extensive
studies of the region, the potential investment opportunities and returns in Belize are far greater than
Costa Rica and Panama, the 2 nearest candidates after Belize. We have also been advised that these
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consultants have looked at several projects in Belize and found none that come close to the potential
of Ara Macao. We are currently targeting 10 pension plans that are believed to have an interest in
Belize and have started preliminary discussions with 3. If all goes well, we could have a
commitment by year-end and a funding by January or February. According to our advisors, the fund
managers are under pressure to book higher yielding deals by year-end so that the forecasted return
from the newly booked investments could be blended into their long term forecasted portfolio
returns.
The other good news is that Ara Macao’s financial position is very strong. First, in comparison to
financial assets such as stocks and bonds, Ara Macao’s value has been going up while financial
assets as a group have been going down. U.S. blue chip equities, in particular are currently selling at
50 to 80 % discounts from their October 2007 highs while many corporate bonds, which had
previously been rated investment grade have been relegated to junk status with a corresponding
decline in value. In sharp contrast, the underlying land value of Ara Macao has risen three to five
times in value as reported in our May status report. This is what we said:
“As new developers move into the Placencia area to acquire property to build residential
communities to feed the rising demand, beach front property values are rapidly escalating.
You may recall from previous writings that the gold standard for determining the value of
beachfront property in resort destinations around the globe is the price per linear foot of
beach frontage. You may also recall that the Partnership locked in its price of $1,184 per
ocean front foot at the time of execution of the contract with Belize Land and Development,
LTD. (the Seller).
An updated survey of new listings in the Placencia area as depicted in the table below shows
beach front property being offered as high as $9,000 to $10,000 per linear ocean front foot
with a projected average of about $7,500. Compare this to an average listing price of
$3,937 as reported at this time last year.
So, as a result of these listings, it may be reasonable to project that the Partnership’s
Property has experienced another significant increase in value, to possibly three to five
times the Partnership’s original purchase price of $6 Million. Of course, such increased
value may not be fully realized under a liquidating scenario, but it is reasonable to project
that the rise in the price of comparable beach front land together with the fact that the
Partnership’s Property is not encumbered with a mortgage or other debt, substantially
mitigates the risk associated with holding an investment in the partnership.”
The fact that the property is not encumbered with a mortgage or other debt is a second significant
advantage in this market. Many other resorts under development within the Caribbean region are
choked with debt and many have had to shut down and hand over the keys to their bankers. The IFC
has advised us that we are in a very enviable position when compared to our Caribbean counterparts
and they were convinced that we would be very financeable when credit begins to flow again.
A third factor in our favor is the rising value of the dollar compared to world currencies. The U.S.
dollar index has moved from a low of around 70 to a recent level of 85 plus or minus. That is more
4

than a 21 % increase! Now consider that the Belize dollar is pegged to the U.S. dollar on a fixed
basis and you can see that Ara Macao’s land is rising in value relative to other foreign land assets.
So, by almost any measure one can apply, a position in Ara Macao is not only profitable (albeit on
paper) but also relatively safe when compared to most other assets. OK, it is not liquid, but you
knew that going in. You are not getting cash flow at this time, but you are not losing money either.
We understand that Founders and Charter Members would like to have the use of their condos and
villas and as you can see, we are following every reasonable avenue to make that happen.
Nevertheless, they can take solace in knowing that they have secured a great price in an
appreciating asset. Take a look at your investment portfolios and compare your other positions to
Ara Macao. Soon the greater marketplace will recognize the value of Ara Macao. Already, some
sharp pension plan managers are seeing its merits. A recent conversation with one of our Charter
Members yielded the following quote:
“ I made the right decision in purchasing a condominium from you. I now wish that all my
investments were as safe and strong as your development. I would certainly want to own this
property rather than any domestically”.
We trust that this letter finds you and your families safe and in good health.

Sincerely,
Paul, Chick, Vince & Dave
The Ara Macao management Team

Attachment: Letter from L.L. Nelson & Co. dtd. October 27, 2008
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L.L. NELSON & COMPANY, LLC
WASHINGTON, DC – DALLAS, TEXAS

October 27, 2008
Mr. Paul Goguen
President
ioVest Development, L.L.C.
191 North Wacker Drive
Suite 2350
Chicago, Illinois 60606
Subject: Update on IFC Underwriting for the Ara Macao Resort and Marina
Dear Mr. Goguen:
In response to our earlier telephone conferences, and our most recent discussions with
Jyrki Koskelo, Sergio Pimenta, and other executives of The International Finance
Corporation (“IFC”) regarding the development financing for the Ara Macao Resort and
Marina; we are writing at this time to further review the underwriting and due diligence
strategies presently underway with the IFC, and to identify some plausible timeframes for
the receipt of a commitment, and final closing for all required funding.
Following the introduction of the Ara Macao Resort and Marina to the representatives of
the IFC last Spring 2008, we experienced some initial delays due to the transfer and
relocation of specific operational staff individuals within the IFC; the reorganization of
specific sector divisions; and the determination of which regional department within the
IFC, would be the most appropriate IFC group for performing the requisite underwriting
and due diligence. As a result, we were ultimately referred to Messrs. Athul Mehta and
Sergio Pimenta, and the underwriting processes were initiated. Additionally, a further
expansion of the regional environmental safeguards, and the full scope of economic
development (micro credit, education, health and medical care, and regional infrastructure
development), available from the Ara Macao Resort and Marina’s establishment in Belize,
were fully communicated to the assigned staff and executive teams within the IFC.
During the initial underwriting conference, we were also advised the “Gaming and Casino”
operations within the Ara Macao Resort and Marina, would not be acceptable to the
underwriting dictates of the IFC, and their various boards; and in accordance with this
direction, these gambling related components were “negotiated out” of the business plan
by late August 2008.
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Unfortunately, during the last thirty-day period, The International Finance Corporation, The
World Bank Group, and all related central banks of the member countries within the
International Monetary Fund, have experienced a slow-down, and near total collapse of
specific emerging economy investment syndications that have been the main foundation
for financing projects approved by the IFC. At the present time, this slow-down, and near
market collapse have not eroded or diminished the importance or significance of Ara
Macao Resort and Marina in Belize to the IFC, and its executives; however, it has required
the underwriting teams responsible for finalizing the capital asset models and business
plan reviews of new development projects, to shift their short term focus to areas of
“damage control and non performance” due to the failure of specific syndicated investment
firms.
Our previously established trust and confidence in the ability of historically strong Wall
Street syndicated investors, conventional credit, and banking facilities must now remain in
an “unknown state,” until the U.S. Wall Street and European surviving capital markets firms
take control, drive new lending, and liquidity into the markets; and resume their syndicated
participations within the IFC.
As a result of these recent events, our primary concern, and main strategy now must be to
team up with the multi-lateral institutional investment/banking concerns participating within
the IFC investment programs, and to leverage off their capital assets in order to preserve
the funding and development strategy for Ara Macao’s assets and operations, already
known as a worthy investment within the Belize and Latin American/Caribbean Markets.
These are truly amazing times, and there are perhaps no "formulas" positioned to stop the
slide, and exact a stimulus for failing historical Wall Street investment funding instruments.
It is our opinion, only immediate hands-on, take control and direct participation in the “new
forms of capital planning and investment,” will have the highest probability of success in
the near term.
The IFC still remains the strongest multi-lateral institutional investment platform in the
international lending industry; and at the present time, maintains one of the only remaining
secure investment solution sets available for foreign lending. Likewise, Ara Macao Resort
and Marina continues to command its established role in the economic, social, and
environmental development of Belize, and the Caribbean; while affirming a significant and
strengthened “U.S. Dollar” equity investment, and the proven ability to manage through the
current recessionary era market events. The ioVest Development Team is also properly
aligned to implement a patient and staged development strategy, capable of countering the
market erosion of current and future "fire sale bailouts," and the negative impact these resales and non performing projects will have on other regional like-kind resort and tourism
investments. Within the Caribbean/Belize markets, there also remains tremendous
opportunities that need to be embraced in order to counter balance and safeguard against
potential declines in targeted appreciation, and
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to further assure the profitability of existing business plans/operations; now, and in the
future.
As you are aware, we are presently awaiting the “next steps” directives from the executive
leadership of the IFC. As of this writing, they have advised that continued underwriting of
Ara Macao has been suspended until after year-end. Nevertheless, we will continue to (1)
press for board approval, (2) complete the development project appraisals, (3) finalize all
due diligence, and (4) complete all related loan underwriting processes; as well as assure
the appropriate syndicated equity and debt capital requirements are available to meet the
prescribed Ara Macao Resort and Marina capital asset model.
It goes without saying, that Ara Macao Resort and Marina, unlike many other Caribbean
resort projects, is most fortunate to “not” have fallen to a now failed prior capital market’s
lending commitment, only to be left to the courts and related trustees for “cutting deals” for
an economic, political, and market-suitable resolution, and the removal of major clouds on
title; or the need to resolve multiple mid-project construction liens and contractual disputes.
However, the challenge of successfully closing the loan with The International Finance
Corporation still remains, and we will continue to professionally interface and drive for the
desired terms and conditions of the desired funding; and in the most expeditious manner
possible.
We will also continue to advise you of all communication and information coming from the
offices of the IFC, and all related commentary relative to their informational needs,
questions, and targeted timelines for closing.

Sincerely,
Larry
Larry L. Nelson
President and CEO
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