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Date:
To:
From:
Re:

July 20, 2009
All Limited Partners, Founders and Charter Members
ioVest Development, L.L.C.
Development Update

Ladies and Gentlemen:
We are writing to report on the progress of funding and development of the Ara Macao Resort and
Marina since we last reported in November 2008. At that time, we stated that, in spite of the
financial crisis, the project remained viable and that we were exploring alternative funding options.
We are pleased to report that the project continues to be viable, well positioned and that we are
closing the gap on funding. Following are the details.
State of the Market
In our November report, we announced that our underwriting at the World Bank was put on hold
and that most other traditional sources of resort funding, primarily lending institutions, were also
putting new loans on hold until they could shore up their liquidity. We stated that we would target
institutional investors such as large state and federal pension plans, unions and private equity
groups. This decision has been supported by recent reports that there is a significant amount of
private institutional cash, $3.8 Trillion by one estimate and as much as $9 Trillion by another,
sitting on the sidelines looking for investments that make sense, offer a competitive return and
mitigate risk. In December, at the recommendation of our institutional advisor, Wall Street
Management and Capital (WSM), we prepared an Executive Summary of the Ara Macao Resort
and Marina, which responded to the investment criteria required by the institutional players. The
Executive Summary was then disseminated to a targeted list of institutional investors prepared by
WSM during January and February.
Initial responses to the Executive summary were positive and in each case, there was a request for
more detailed information. Typically, we would have provided our Project Plan, which is a full
feasibility analysis of the economic viability of the project. Prior to sending out the Project Plan,
however, we expressed concern to WSM that the financial forecasts and marketability of the
project as described in the Project Plan were based on June 2008 market data. We both agreed
that the global economic downturn had rendered our data obsolete and that a new Market Study
was needed to determine to what extent the demand for resort condos and villas had been
impacted.
For the Market Study to be effective, it was necessary to wait for at least first quarter 2009 data to
be available. This being a large part of the “high season” was a critical time period to measure the
level of traffic through resorts in the Caribbean Basin. Also, at that time, there were signs that the
financial markets were stabilizing and beginning an upswing, which could further bolster demand
and availability of money. The study needed to address three determining factors to prove
feasibility. The value of beachfront land is our primary barometer of the underlying value of the
Ara Macao property and hence, the collateral needed to back funding. Pricing of condos is our
leading indicator of profitability of the project as it develops. Sales velocity as measured by
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absorption rate is an indicator of how likely the project can sell out within its projected time frame.
To hone in on these metrics, we first looked at some of the bigger studies that were beginning to
emerge.
For example, research conducted by the World Travel & Tourism Council (“WTTC”) shows that
global travel and tourism is anticipated to grow at a steady annual rate of an anticipated 4.4% from
2009 to 2018. The travel and tourism economy in the Caribbean and Latin American (“CALA”)
region is expected to grow by up to 6.2% each year over the same period – significantly faster
(41%) than the world average. A February 19, 2009 CALA real estate transactional review for
2006, 2007, and 2008 by Resort Consultants Ltd. revealed that even with the impact of regional
and global economic downturns, Caribbean real estate values have remained generally buoyant.
Another report, the Latin America 2009 Lodging Report, a client advisory on the construction
pipeline & forecast for new hotel openings that include the Caribbean, Latin America and Mexico,
forecasts the opening of a total of 140 new hotels (25,401 rooms) in 2009 and 174 hotels (29,315
rooms) in 2010.
These were encouraging reports, and as we began to gather the hard data, it was becoming clear
that in fact, the market for our project and our products was very much alive. As it turns out,
although some resorts in the region have become victims of the financial crisis, those who are well
positioned with strong marketing programs are racking up respectable numbers. Typically, the
victims were overleveraged, overpaid for their land and were undifferentiated in their marketplace.
Successful operations have substantial equity positions, are competitive in their pricing and are
relatively unique in their offerings. Most importantly, the successful operations reported pricing and
absorption velocities that fully support our financial forecasts. We invite you, indeed we strongly
encourage you to read the completed Market Study, by downloading a copy at our website,
www.aramacao.com/docs, enter user name macao and password belize. We believe the depth of
research and the positive conclusions will increase your comfort level about the viability of Ara
Macao. For your convenience, we have extracted from the study a short summary of its
conclusions, which are reprinted below.
This market study is divided into six sections as follows:
Section I:
Section II:
Section III:
Section IV:
Section V:
Section VI:

Caribbean Land Comparison
Belize Land Comparison
Caribbean Condominium Comparison
Placencia, Belize Condominium Comparison
Placencia, Belize Rental Comparison
Absorption Analysis

Section I, Caribbean Land Comparison compares the value of the Ara Macao Property to raw
beachfront land in other beachfront destinations located throughout the Caribbean and Central
America. The Ara Macao Property was acquired in 2004 at a price of $1,184 per oceanfront foot
and $10,000 per acre. Remarkably, a recent survey of ocean front land prices in 27 resort
destinations in the CALA region revealed a weighted average price per ocean front foot of $13,163
and an average price per acre of $114,101.
Section II, Belize Land Comparison, compares the value of the Ara Macao Property to land values in
the two most popular resort areas of Belize; Ambergris Caye and the Placencia Peninsula. In this
survey, data was gathered from 20 resort locations. The results of the survey uncovered a weighted
average price of $6,280 per linear foot of beachfront and $211,944 per acre.
Section III, Caribbean Condominium Comparison, demonstrates how the hefty costs of beachfront
land encountered in Sections I & II place a heavy burden on CALA developer acquisition costs and
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forces them to pass these costs along in the form of higher prices for condos and villas. This section
compares the pricing and specifications of the condominium offerings at Ara Macao to those offered
at 20 other Caribbean and Central American destinations. When viewed on the basis of total useable
square footage per unit, which includes air-conditioned space, outside decking, garage space and
storage space, the survey of 20 destinations highlights the Ara Macao acquisition cost advantage.
This edge enables the Developer to sell first quality condos and villas at $197 per total useable
sq. ft. compared to $397 for the rest of CALA.
Section IV, Placencia, Belize Condominium Comparison, compares condominium pricing within the
primary Belize resort markets of Ambergris Caye and the Placencia Peninsula. Of the 127 properties
reviewed in the survey, only eight are considered valid comparisons to Ara Macao and thus provide
a competitive set of price and feature points from which to set initial pricing at Ara Macao. Oddly
enough, Ara Macao enjoyed the identical price advantage at $197 per total useable sq. ft.
compared to $397 for the rest of its Belize competition.
Section V, Placencia, Belize Rental Comparison, compares Ara Macao condominium rental pricing
to other resorts located along the shoreline of the Placencia Peninsula. This comparison provides a
current indicator, from which future operating income can be projected at such time as Ara Macao
residential units are delivered and placed into a rental pool. The 8 comparative resorts show a
weighted average ADR (Average Daily Rate) of $311, $364 and $414 for Low Season, High
Season and Holidays respectively. Future Ara Macao operating income forecasts are
predicated on a conservative $250 ADR with a 60% annual economic occupancy. Reported
annual economic occupancies in Belize average as low as 40% for marginal properties to
over 80% for well managed well-located ones.
Section VI, Absorption Analysis, provides detailed market data to validate the projected rate of sales
underpinning the pro-forma cash flow analyses associated with the development of Ara Macao. The
analysis focuses on five supporting data points from which the Developer projects a seasonally
adjusted market penetration rate of 10.4 residential units per month generating an average
monthly sales volume of $5.4 Million. A review of sales revenues generated at 15 CALA
resorts showed Q1 2009 average monthly sales revenues ranging from $4.7 Million for
fractional products up to $6.1 Million for whole ownership.
In an effort to bring one more degree of certainty to the likelihood of achieving the projected sales
velocity of 10.4 units/$5.4 Million per month, the Developer engaged Resort Consultants, an
internationally recognized expert in developing and providing market intelligence in the Caribbean
Basin. The findings of the Resort Consultants “Transactions Brief”, which is reproduced in its entirety
in Section VI, are consistent with the Developer’s and provides plenty of evidence that a recovery in
resort sales is well underway.

As of this writing, the Project Plan is being updated to reflect the data harvested from the Market
Study and is being renamed Feasibility Analysis. The Feasibility Analysis is being distributed to our
institutional investors and will be available on the www.aramacao.com/docs for you to download.
Funding Prospects
As the name implies, the Executive Summary is in effect a summary of the salient features of the
Feasibility Analysis, which includes a description of the financial opportunity being offered to
institutional investors. The proposed transaction offers a 30% equity interest in the Project in
exchange for a $50 Million cash investment. With a $50 Million equity injection in place, it is
believed that the Project would qualify for an additional $135 Million in construction financing for a
total funding of $185 Million. $185 Million is the total cost of completing Phase I of the Project.
(Please refer to the Executive Summary, Exhibit B, Phase I Capitalization, Application of Proceeds,
Projected Net Cash Flow and Residual Asset Value for a detailed analysis of Phase I cash flows).
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Under this scenario, completion and delivery of Phase I is projected to generate $141 Million of
cash flow, which will be available to begin cash distributions to investors, begin the amortization of
debt and enable the Project to self-fund going forward.
An alternative scenario is a $50 Million equity funding with no debt component. This is a likely
scenario if lending institutions continue to stay out of the market or present terms that cannot be
attained by the Project. We have run several financial models, which show that a $50 Million cash
funding will still enable the Project to achieve a position of self-funding. The difference is that in this
scenario, there would be a much smaller amount of cash flow upon completion of Phase I to
distribute to investors. A majority of the $141 Million of cash flow projected to be generated during
Phase I would be used in its construction. In this event, larger cash distributions to investors would
be pushed further into the future.
A third scenario is to contribute the assets of the Project to a large private equity fund formed to
invest in the acquisition and development of resort projects throughout the CALA region. The Ara
Macao assets would be exchanged for a proportionate share of the ownership interest in the fund
plus the $50 Million in capital necessary to launch the construction of Ara Macao. Ara Macao and
its stakeholders would benefit from owning an interest in a diversified portfolio of resorts instead of
one. In addition, the Project would benefit from certain scales of economy such as financing
leverage, purchasing power, cost savings and the potential for greater profitability. As of this
writing, we are pleased to announce that we are currently in the advanced stages of formalizing an
agreement with one such fund, PV CALA Equity Fund I, L.P (PVC). PVC is in the process of
raising $500 Million to acquire or joint venture with and develop a portfolio of approximately 40
resort properties in the CALA Region. PVC has investigated the merits of Ara Macao and is
convinced it could become the centerpiece of its resort portfolio. So far, we have agreed to the
substantive terms of the transaction and expect to complete full documentation by the end of July
and execute shortly thereafter. If all goes well, we could see a formal closing by the end of the third
quarter, at which point we would have sufficient cash to launch the construction of Phase I. We
invite you to visit the PVC website (www.pvcapm.com) to learn more about their offering and their
organization.
While we believe this is great news for the Project, we must caution that the rapidly evolving nature
of the financial markets and global economic conditions could delay or even stop the process of
joint venturing with the PV CALA Fund. Although not likely, it is possible that PVC will not be able
to raise sufficient capital to complete its financial commitments to Ara Macao. For these reasons,
we will maintain ongoing negotiations with institutional investors and private equity groups who
continue to show interest in Ara Macao. At this time, however we believe a joint venture with PVC
provides the optimum combination of safety, security and profitability for all stakeholders in Ara
Macao. We are currently under a non-disclosure agreement with PVC and cannot divulge the
terms of our negotiation at this time. As soon as we have a formal agreement executed, however,
we will notify you promptly and provide you with a final set of terms and conditions as well as an
updated forecast for timing of the formal launch of construction.
Valuation Update
The new Market Study when incorporated into the Feasibility Analysis provides a formidable case
that, in spite of the recent economic downturn, the CALA region continues to attract condo buyers
from around the world, Belize is at the top of the A-list for preferred destinations within CALA and
the best in class Ara Macao Resort and Marina is competitive and economically viable. Another
significant factor which emerged from the Market Study update is a potential upside surprise in
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valuation. Previously we had reported that the primary indicator of value for beachfront Caribbean
property was the price per linear foot of beachfront. In consultation with a noted international real
estate appraiser, we were advised, now that the property has been master planned and approved
by the Belize government, depth of acreage and government entitlements must be given equal
weight in valuing Ara Macao.
In Sections I & II of the Market Study, the price per linear foot of beachfront and price per acre for
27 destinations in CALA and 20 in Belize are laid out in detailed table format. These numbers have
been summarized in the table below.

CALA
Belize

Average Price per Ocean
Front Foot
$13,163
6,280

Average Price per Acre
$114,101
211,944

By multiplying Ara Macao’s 5,100 linear feet of beachfront and 600 acres times the lower of each
of the two number sets in the table, a lower bound value of $32 Million and an upper bound
value of $68 Million can be projected for the Ara Macao property.
An additional value can be added to the Project to reflect the value of the entitlement package
awarded to the Project by the Government of Belize via the signed Environmental Compliance
Plan agreement. This may be realized by calculating a net present value of projected future cash
flows from the development and sale of the individual constituents of the Project in the entitlements
granted. The financial forecasts calculated in the Feasibility Analysis and summarized in the
Executive Summary project a net cash flow after all costs of $401 Million under a whole ownership
scenario and $662 Million under a 50% fractional scenario (see Blue Ocean Strategy below).
Applying a 15% annual discount over the 7-year development period yields a Net Present Value of
$135 Million under whole ownership and $253 Million under 50% fractional. In view of the fact that
the Project has no mortgage or other debt encumbrance, it would seem reasonable to apply a
simple mean average of the four valuation indicators to arrive at a projected current market value
of the Project at well over $100 Million.
This projection of current market value is based on multiple assumptions in the financial forecast
contained in the Feasibility Analysis. Needless to say, these assumptions can change as markets
and financial conditions evolve. Moreover, we cannot opine with any certainty as to the liquidity of
the Project. Finding a suitable buyer to pay the projected value may be time consuming and many
buyers today may not be willing to pay a market price. Nevertheless, it would be fair to say that
even at the lower bound number of only $32 Million, all stakeholders in Ara Macao are well
protected.
Blue Ocean Strategy
Taking a cue from the international bestseller, Blue Ocean Strategy by W. Chan Kim and Renee
Mauborgne, Harvard Business School Press, ioVest is currently investigating and implementing a
variety of unique strategies to attract buyers to Ara Macao. Blue Ocean Strategy provides a
systematic approach to making the competition irrelevant. Companies have long engaged in headto-head competition in search of sustained profitable growth. They have fought for competitive
advantage, battled over market share and struggled for differentiation. Yet in today’s overcrowded
markets, competing head-on results in nothing but a bloody “red ocean” of rivals fighting over a
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shrinking profit pool. Based on a study of 150 strategic moves spanning more than a hundred
years and thirty industries, Kim and Mauborgne argue that tomorrow’s leading companies will
succeed not by battling competitors, but by creating “blue oceans” of uncontested market space
ripe for growth.
In many ways, Ara Macao is already a Blue Ocean strategy. We believe that over time, Ara Macao
will be able to attract buyers who will come from many cultures, many income strata and many
non-traditional markets. They will be seeking a unique lifestyle experience that offers sustainability,
affordability and differentiation. According to our report from Resort Consultants (See Market Study
Section VI), which is confirmed by several other high level third party market reports, the key
drivers motivating buyers of resort condominiums and villas have changed. For example, the
Resort Real Estate Survey by Christopher Kelsey and David Norden dated April 21, 2009
emphasizes that “high priced luxury is out; affordability is in. High-density high-traffic destinations
are out; green sustainable projects in low-density natural settings are in. Additional drivers include
a trend to more family oriented construction features, high value for the dollar and low maintenance
costs, all of which are responded to in the Ara Macao Master Plan. Resort Consultants further
advises that condos and villas in the $1 Million to $10 Million price range are not moving at all and
that the sweet spot for pricing in resort condos and villas today is the $350,000 to $750,000 range.
And, as you know, because of our low cost of land, we are able to price the condos and villas at
Ara Macao right in the sweet spot.
The Fractional Play
Another Blue Ocean Strategy in the condo resort marketplace is the emerging demand for
fractional interests in a condo, villa or other resort dwelling. Fractional Ownership of a resort
residence is a sub-category of what is referred to in the industry as “Shared Ownership Formats.”
Shared ownership consists of four different types of ownership structures for the resort real estate
market. The Following table summarizes the key features from each category of shared
ownership.
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In 2008, the total estimated fractional sales volume for the Americas and CALA region was $1.34
Billion. Fractional real estate has been a growth segment in the resort industry over the last 10
years. Fractionals serve two purposes and are a benefit to both the consumer and the developer:
1. Affordability – allows the buyer to purchase a high quality 2nd home that they might not
otherwise be able to.
2. Fractionals broaden and diversify the market for the developer by creating new demand
through better market price points.
Consumer Benefits
The affordability factor of a fractional interest plays well to value conscious buyers, even those at
the higher wealth & earning strata of the market. High end Consumers have become more
conservative and practical with their discretionary spending. They will still pursue their dreams but
utilize different tactics to achieve their objectives. The 2009 NorthCourse Fractional Industry
Report singles out the baby boomer (our target demographic) as the main demand driver for
fractional real estate for the next 15 to 20 years. The boomers utilize their 2nd home only about
three to four weeks1 or less, annually. Fractional real estate will meet the needs of this market
better than whole ownership due to the limited use of the 2nd home and the more pragmatic
approach being adopted by the boomer to conserve financial assets.
Following are some of the key characteristics of a successful fractional resort offering based on the
NorthCourse report:
•
•
•
•
•

•
•
•

Fly to markets accounted for 74% of fractional real estate sales.
International market (non-U.S.) developments accounted for 78% of sales.
Mixed-Use developments comprised 74% of the sales.
Buyers are seeking a comfortable place they can conveniently get to and where they can
spend quality time with their friends & families.
Projects located on a prime amenity, such as oceanfront, are the rarest and most desirable
projects, and therefore typically more successful. Also, uncommon product features,
creative and flexible usage plans, upgrade and resale incentives are some additional ways
developers are making their offering unique and appealing.
Fractionals, which are part of a larger mixed-use resort with a hotel component are also
generally more successful than stand-alone projects.
An increasing number of buyers are traveling with friends and family, thus larger two- and
three- bedroom units are becoming more popular and have greater square footage.
Traditional fractionals are becoming a popular component of mixed-use resorts. When
added to the residential mix of a larger development, fractionals help create product
diversity, thereby broadening the market and facilitating absorption.

Developer Benefits
The fractional product is projected to enable Ara Macao to broaden and diversify its market by
creating new demand through lower market price points. This means that by dividing the price of
one whole ownership unit into smaller increments, and marketing each increment to individual
purchasers, the price point to each purchaser is much less than the whole ownership price and
hence much easier on the consumer’s budget. Also, at a lower price point there are more
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consumers who can buy, thereby increasing the pool of potential buyers for the Project. But there’s
more to the story. The fractional pricing formula also provides more profitability to the Project
through the multiplier effect.
Typically, a fractionally prepared condo or villa is finished with higher end furnishings and other
amenities, which adds to the overall construction cost of the unit. However, the developer can
charge a premium for the added cost in the form of a multiplier of the whole ownership price before
dividing into the fractional increment. So here’s an example and essentially the model currently
being considered for Ara Macao. A whole ownership condo priced at $500,000 may cost $300,000
to build, give or take, which yields a gross profit margin of 40%. In fractionalizing this unit, we are
projecting a cost increase of 50% for a total cost of $450,000. However, the current market allows
us to price the unit at a 2.5X multiple and divide it into 10 fractions with each fractional owner
receiving 4 weeks+ of use, allowing for maintenance time. The result is a fractional interest selling
at $125,000 ($500,000 X 2.5 /10). The resulting fractional profit margin is $800,000 VS the whole
ownership profit of $200,000, a significant increase! Moreover, market data shows that resorts
offering a fractional component experience higher occupancy levels, which leads to increased
profitability to the management company and commercial components.
In addition to higher end furnishings, we are investigating the addition of a golf cart and cabin
cruiser to our fractional unit offering. That is each fractional interest would come with a golf cart for
getting around the resort and a cabin cruiser in the 30-foot to 40-foot class for boating and fishing.
We believe the combination of these features will further differentiate the Ara Macao product,
which is deemed to be so important in these times. Further, it enables us to leverage the
availability of our marina, which so many other resorts lack.
We are currently considering fractionalizing 50% of the available condominium, villa and condotel
units in Ara Macao. The inventory breakdown would look as follows:

However, before we can launch the program a lot of details need to be worked out. This will
necessitate a comprehensive feasibility analysis using a third party expert in the discipline of the
fractional marketplace. We have had preliminary discussions with Wally Hobson of Hobson Real
Estate Advisors, one of the best in the business, and plan to engage him or someone like him as
we move forward on this promising course. Again, as the formal program develops we will release
the details to you. You can learn more about the fractional market by visiting Wally’s website at
www.hobsonadvisors.com .
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So there you have it, some pretty significant improvements over our last report. We are sitting on a
debt free asset that has grown in value by a multiple of what we have expended. We are very close
to a funding that may be a better vehicle than anything we had contemplated before. And we are
looking at a new fractional product that could significantly increase our overall return on
investment. Please find a copy of the Executive Summary prepared for the Institutional Investors
along with a copy of our Historical Financial Statements for the period ending December 31, 2008
each attached to this report as Exhibits A & B respectively.
We trust this report finds you and your family happy, healthy and at peace.

Sincerely,
Paul, Chick, Vince & Dave
The Ara Macao Management Team
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Exhibit A

$50,000,000
Equity Funding
Executive Summary
Investment Benefits
•
•
•
•

Projected IRR:
Investment Class:
Location:
Project Advantage:

32.9% - Whole Ownership, 47.1% with 50% Fractional
Resort Real Estate Development
Belize, Central America
Unprecedented Government Approved Entitlement Package

Project Features
•
•
•
•
•
•

600 tropical forested acres with one mile of Caribbean white sand beach
68 acre deep water marina with full service docking for 459 vessels up to 200 feet in length
456 Luxury beach-front condominiums, 296 marina waterway villas, 260 sea-view hotel condominiums & 59 exclusive golf
course home sites
Comprehensive amenity package including wellness center & spa, 18 hole signature golf course, 100,000 square feet gaming
casino & nightclub, 5 swimming pools, multiple restaurants, 350,000 square feet of retail & commercial space
Unique support structures including indigenous plant nursery, rainforest nature preserve, snorkeling reef, artesian water well
and lighthouse
$14.6 Million in contracts receivable from pre-sales

Advantages of Belize
•
•
•
•
•
•

Friendly, English speaking stable democracy based on British Parliamentary Law (much like U.S.A.)
Comfortable year-round climate off main hurricane track with clean environment and 40% of land under preservation
U. S. citizens get guaranteed title to land with dual citizenship under Belize Qualified Retired Persons Incentive Act
Low cost of living with Belize dollar fixed to U.S. dollar at 2 to 1
World class diving, grand slam fishing and Mayan ruins, many undiscovered
2 Hour Flight From U.S. (Miami, Charlotte, Atlanta, New Orleans, Dallas, Houston)

Overview
The Ara Macao Resort & Marina is a master planned residential and commercial resort and marina community under
development in Belize, Central America (the “Project”). The Project is located at the gateway to the Placencia Peninsula
on the southern coast of Belize, a sunny region highly prized for its great weather, turquoise water and sugary sand
beaches. The Placencia Peninsula is a 14 mile strip of land featuring Caribbean beach on its Eastern boundary and the
Placencia Lagoon on its Western boundary, effectively offering island-like living with mainland advantages. Placencia is
home to 5-time academy award winner Francis Ford Coppola’s famous Turtle Inn and is considered by Conde Naste,
Travel & Leisure and Fodor’s alike to be the next great Caribbean destination. The Project is being developed on a 600acre waterfront estate containing one mile of frontage on the Caribbean Sea and 200 linear feet of frontage on the
Placencia Lagoon (the “Property”). The Project has completed a rigorous 3-year environmental impact assessment
Process and the Belize Government, Department of the Environment, has given final approval to the Project Master Plan.
The approval, in the form of an Environmental Compliance Plan Agreement signed between the Project and the Belize
Government, effectively provides the Project with the most significant package of entitlements ever granted in the history
of the country. In particular, the Project will feature the region’s only full service marina with direct access to the Caribbean
Sea. The Project is being developed by Ara Macao Holdings, L.P., an Illinois limited partnership (the “Developer”), ioVest
Development, LLC, an Illinois limited liability company (the “General Partner” of the Developer), and certain entities and
organizations affiliated with the Developer. The Developer has assembled a world-class team of professionals to assist
with the development of the Project. In addition to the professional staff of ioVest, the Developer is utilizing the services of
top architects, engineers, construction managers, marketing firms, and attorneys to help it execute its Project Plan. In
certain cases, the Developer is using experts from both the United States and Belize who understand the unique issues
associated with developing resort property within an international arena. (See Management Team below.)

Current Status of the Project
The Developer acquired the Property in 2004 and has subsequently completed pre-construction activities with a total
expenditure to date of $15.0 Million in cash. The initial $15.0 Million was raised through two components; a $7.5 Million
Regulation D private placement of limited partnership investment units and $7.5 Million of cash deposits placed through a
pre-construction founder offering of condominium and villa units. The offering of limited partnership investment units
consisted of 75 units priced at $100,000 cash per unit. The founder program provided an incentive priced condominium
or villa along with other privileges to the first 50 purchasers. In exchange for the incentive package, each founder placed a
deposit of $150,000 with the Developer and agreed to allow the Developer to use the deposit for funding budgeted
development costs. The limited partnership investment unit offering and the founder program were fully subscribed. The
$15.0 Million has been expended as follows:
1. Land Acquisition
2. Entitlement
3. Syndication
4. General Operating Expenses
5. Marketing And Sales
6. Construction
7. Reserve
Total

$6.9 Million
3.2
1.4
1.5
1.3
.4
.3
$15.0 Million

The Developer has conducted extensive civil and marine engineering, architectural design work and has completed a
detailed Master Site Plan and a detailed Environmental Impact Assessment. Physical improvements to the Property
include:
1.
2.
3.
4.
5.
6.

Underground electrical service to the Property line
New fresh water artesian well
Selective clearing of the beach area
Opening of a 2 mile nature trail
Soil Boring analysis
Two utility roads through the Property

In addition, the Developer has conducted a detailed Market Study and Marketing Plan. A number of advantages described
below have positioned the Project to be competitive both within its local Belizean market and within the greater Caribbean
Basin enabling the Project to be constructed and sold out within a projected 5-year period. The Developer currently is
funding ongoing operations with deposits from the sale of its Charter Member Program. The Charter Member program
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consists of the next 50 condo or villa units offered at a higher price level. In similar fashion to the Founder program,
discounts and other incentives are offered in exchange for the use of the Charter Member’s deposits. The Charter
Program has two purchase options; (i) place $150,000 on deposit for a 20% discount off of current published pricing or (ii)
place a $75,000 deposit in exchange for a 10% discount. As of this writing, the Developer has sold 10 Charter Member
units, which when added to the 50 Founder units sold bring total sales to 60 units. These sales are supported by fully
executed and binding purchase contracts containing a total receivable of $12.1 Million.

Project Advantages
Underlying Value
The Property is presently free and clear of debt with no mortgage or other encumbrance and has a projected net present
value of between $135 Million under a 100% whole ownership scenario and $254 Million under a 50% fractional scenario.
The NPV’s are based on comparable land values, entitlements, infrastructure improvements and future cash flows all as
described below. Supporting this valuation, in part, is a current (July 2009) market study (a copy is available from the
Developer) of comparable beachfront land and condominium property values both within the greater Caribbean and Latin
American (CALA) region and also within the local Belize market in particular. The current market value of the land is
projected at a lower bound value of $32 Million and an upper bound value of $68 Million. These values are projected on
the basis of comparable land values in CALA and Belize as depicted in the table below:

CALA
Belize

Average Price per Ocean
Front Foot
$13,163
6,280

Average Price per Acre
$114,101
211,944

The numbers depicted in the table were derived from a review of 27 comparable resort destinations in CALA and 20 in
Belize. By multiplying Ara Macao’s 5,100 feet of beachfront and 600 acres times the lower of each of the two number sets
in the table, the calculated range is established. Please see Exhibit A, Valuation Tables, for details of the 27 Caribbean
destinations and 20 Belize destinations.
These values do not fully reflect an added value for the entitlement package awarded to the Project by the Government of
Belize. This may be realized by calculating a net present value of projected future cash flows from the development and
sale of the individual constituents of the Project (see Project Features above) in the entitlements granted, which works out
to a net cash flow after all costs of $401 Million for the whole ownership scenario and $662 Million for the 50% fractional
scenario. Applying a 15% discount over a 7-year development period yields an NPV of $135 Million for the whole
ownership scenario and an NPV of $253 Million for the 50% fractional scenario. Please refer to Exhibit C, Total Project
Financial Summary, for a detailed cash flow forecast for both the whole ownership and fractional scenarios. In view of the
fact that the Project has no mortgage or other meaningful debt, it would seem reasonable to apply a simple mean average
of the four valuation indicators to arrive at a projected current market value of the Project at well over $100 Million.

Government Entitlements
One advantage that puts this Project ahead of so many others of its kind in the Caribbean is the unprecedented scope of
entitlements already granted to the Project, which means that the Project can begin construction almost immediately after
receipt of funding. The Project has received a package of entitlements from the Government of Belize through an
Environmental Compliance Plan (“ECP”) agreement, which is tantamount to a planned unit development (“PUD”) in the
United States. The ECP contains approvals for the largest project of any kind ever undertaken in the country. The Project
Master Plan was carefully designed to meet and exceed the expectations of the rigorous Belize Environmental
Assessment Process and currently serves as a model for others to follow. The achievement of receiving the ECP
agreement required the Developer to develop significant relationships with all levels of government, business and the
greater public including the Prime Minister, his Cabinet, influential business owners, village chairmen and thousands of
laypersons. The benefit to the country and its people will come upon completion of the Project in the form of over 8,000
permanent jobs and over $17.0 Million in net annual foreign exchange according to a study conducted for the Developer
by a Deloitte Touche Belize Correspondent.

Exclusive Marina
Another major Project advantage manifests in one of the key approvals in the ECP; the 68-acre full service commercial
scale marina featuring 459 slips, some up to 200 feet in length, and up to a 15-foot draft. The approval of the marina is
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particularly significant because it is likely to be the only resort marina in Belize offering direct access to the Caribbean for
several years. There are currently no other marinas of this size in existence or under development in Belize. There is one
small marina with Caribbean access at the Old Belize tourist area in Belize City. However, it can only facilitate less than
50 boats, has a relatively shallow draft and requires constant dredging because of the significant sand and silt build up
typical of the Belize City shoreline. In addition, there are several smaller marinas on the lagoon side of the Placencia
Peninsula. These, however, suffer from a relatively shallow draft in the lagoon, 4 to 8 feet in many areas, and require
significant time and fuel to travel to the cut by Placencia village to gain access to the open sea. It is unlikely that the
Ministry will approve another Caribbean access resort marina for several years. This implied moratorium on new
Caribbean marinas in Belize in effect creates a barrier to entry for a marina amenity for competing resorts enabling Ara
Macao to obtain the first mover advantage and become the preferred destination for Caribbean boaters who wish to stop
in Belize. A copy of the marina engineering report is contained in a comprehensive environmental impact assessment
document (“EIAD”) prepared by Ara Macao for the Belize Government.

Transportation Infrastructure Program
Further adding to the underlying value of the Property and the future of the Project is the Placencia Road improvement
project. The government of Belize has started an infrastructure improvement initiative in the Southern coastal district of
Belize where Ara Macao is located. The first project being undertaken is the improvement of the main road through the
Placencia Peninsula area, which begins at the junction of the Southern Highway and ends at the Village of Placencia.
Upon completion of the road program, access to the area will be improved and therefore more visitors will be traveling
through this region. The increase in traffic is projected to translate into higher demand for available land parcels. Real
Estate professionals in the area have estimated a minimum increase in beachfront land prices upon completion of the
Placencia road improvement program of 25%. The project has been fully funded and is now in progress with a projected
completion date of 18 months. Additional road improvement programs are planned to allow for more efficient bus shuttle
service between the international airport in Belize City and the Ara Macao site, greatly enhancing travel alternatives.

Fresh Water Aquifer
Caribbean resort developments frequently encounter conflict when using local resources such as water. Typically, most
Caribbean beachfront destinations are relatively dry and must use catchment, desalination, various types of purification
such as reverse osmosis or purchase water from a larger supplier or some combination of each. Moreover many
destinations such as Mexico and others have water contaminated with harmful bacteria that inevitably finds its way into a
public water supply rendering unsuspecting tourists with various consequences. The Developer has discovered a
significant fresh water aquifer at the northwest corner of the Property within the boundaries of the planned Nature
Preserve. During the Environmental Impact Assessment process, the Developer drilled two exploratory wells, one of
which perforated a sandstone aquifer at approximately 60 feet, which then 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 could be located in the area. The Project engineer believes that
when the water supply system is fully installed, with larger properly calibrated pumping equipment, the well could have a
free flowing sustainable pumping capacity of 1,000 gallons per minute or about 1.4 million gallons per day. To put this in
perspective, upon completion of the residential and commercial spaces in the project master plan, the project is estimated
to use only 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 Project’s financial projections are based on a 60% occupancy). The
Project engineer believes this is the most significant water well ever drilled in the entire country and its discovery may,
over time, prove to be more financially 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. It is also believed that additional wells can be drilled on the
property without losing pressure or damaging the aquifer, because the rain falling in the rain forest effectively is limitless. It
is reasonable to conclude that the excess capacity from the existing well and new capacity from additional wells could
serve as the basis for establishing a water business in the Project and a new profit center.

New Sewer System
Engineers Without Borders (EWB) is 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 improvement of the Placencia
Road. Not only will the new system provide a more cost effective solution to liquid waste problems, it will additionally help
to support higher property values by attracting more and new development. A bonus for the Project is that it will be able to
contribute capital to hook up to the new system at a fraction of the current projections to build a stand-alone system.
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Attractiveness of the Location
Belize is the new rising star in Caribbean resort destinations and Ara Macao is widely recognized as the most important
resort property in Belize. The Project is clearly well positioned for remarkable growth. It has a low cost of acquisition, has
achieved a substantial escalation in land value, it has been granted unprecedented entitlements from the government of
Belize, is the subject of significant infrastructure improvements and is not burdened with any debt. It is also well positioned
within its market place to exploit the growing demand for establishing residence outside of the United States. The
demographics driving demand are broad and deep including baby-boomers, retirees, pre-retirees, 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 Euros, Pounds Sterling, Yen, Yuan and other currencies which have seen significant increases
over the US Dollar in recent years, are able to purchase much more value for their real estate bound dollars in Belize than
in their home countries. Costa Rica and Panama have experienced significant growth in resort and hospitality
development over the past twenty years effectively paving the way for more Central American countries to follow. Their
profiles are similar to Belize in origin, economic growth, tax incentives and positive government investment regulations.
Foreign investment growth in these two countries has escalated to levels never seen before in other Caribbean locations.
Since Belize exhibits many of the favorable
characteristics but none of the unfavorable attributes
found in Costa Rica and Panama, the growth in resort
development in these two countries may serve as a
fairly predictable precursor for resort development
growth and sales absorption in Belize. Moreover, with
its many advantages, such as being the only English
speaking country in the region, having a pristine
environment and a friendly stable government, Belize
is well positioned to be a top performer in resort and
tourist destinations within the Caribbean.
Emerging real estate markets tend to follow an S
shaped curve, as depicted in the ‘Stage of
Development’ diagram shown here. Markets early on
the curve, such as Nicaragua, tends to be good
candidates for short-term capital appreciation. Costa
Rica, a more mature market, has a lower risk
environment based on an established tourism and
retirement market with a strong sense of economic
Stage of Development
and political stability. Belize, being in the middle
Source: Coldwell Banker Nicaragua
stage, gets the benefit of rapid capital appreciation
along with the establishment of the tourism and
retirement market, making this a “target” market for the pre-retirement baby boomers who seek a relatively low risk but
with significant potential for capital appreciation. Contributing to risk mitigation, the economy in Belize is stable, the
Belizean currency is linked to the American dollar, the political climate is stable, Belize is a democracy, and much like the
United States, the legal system is based on the British legal framework. With a projected period of sustained capital
growth, according to major international real estate Caribbean reports, Belize is earning its reputation as the ‘next big
opportunity’ in terms of property investment opportunity and profit.

Management Team
Principals
Paul Goguen: With over 38 years in real estate development and investment banking, Paul is a proven chief executive,
chief strategist and project manager with primary accountability to Project stakeholders. As principal and for the account
of others, he has been involved in the structuring, funding and execution of in excess of 50 transactions totaling in excess
of $1 Billion in value. Paul’s focus on inner city regentrification helped turn Chicago area neighborhoods from blighted
slums to revitalized hot spots. In the process, he was able to reposition the tenancy of multifamily apartment properties to
higher income levels, increasing rental rates by 50% to 100% and doubling the value of the buildings. He was also
involved in the early stages of condominium conversion achieving a tripling of per square foot sales values. In contrast to
most developers, one Chicago community gave Paul their prestigious “Citizen of the Year” award leading to an
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appointment to Commissioner by Mayor Richard Daly of Chicago. Paul earned his Bachelor’s Degree in Business
Administration from Salem State College, Salem, Massachusetts (Class of 1968).
David Gronski: Dave brings 27 years of finance and business experience to the Project. He is responsible for
investment management, accounting and internal controls for both ioVest and the Project. In addition to proven skills in
investment and cash management, financial planning and analysis, and international finance, David has worked in
leadership roles in strategic planning, global financial management and policy formulation for such companies as Case
Corporation, Baxter, Hartmarx and Kraft. He has personally structured, negotiated and implemented over $10 billion of
capital financing transactions and has managed short-term investment portfolios that range in size from $40 million to $2
billion in assets. David earned his MBA, with Honors, in 1985 from Lake Forest Graduate School of Management, and his
Bachelor of Science, Finance, in 1977 from Northern Illinois University. In addition, David has completed advanced
studies in financial market analysis at the New York Institute of Finance.
Vince Minniti: Vince has over 15 years of experience in marketing financial and real estate products as a licensed
financial planner, educator, and manager. Vince has assisted in the establishment of 23 Midwest securities offices,
personally training over 1,000 financial planners and has developed a training system to educate over 8,000 registered
representatives nationwide. With many production awards to his credit, he has been a speaker & educator at over 200
investment seminars and was instrumental in leading his firm’s sale to a major global financial consortium. As Director of
Marketing, Vince will oversee the establishment of relationships with real estate marketing and brokerage firms to
distribute the Project’s residential offerings. Vince has held several insurance and securities licenses including, Life and
Health, Long term Care and Series 7, 8, 24 & 63. He graduated with a Bachelor of Arts degree, Finance, from Augustana
College, Rock Island, Illinois.
Charles “Chick” Baruffi: Chick brings to ioVest over 30 years of experience in the construction and recreation industries.
As Director of Operations, Chick will supervise day-to-day operations of the resort and manage the resort’s rental and
leasing programs. Chick was a principal in his family owned Chicago area general contracting company and was project
manager in the construction of over $150 million and 5,000,000 square feet of commercial buildings. He has owned and
operated one of the largest retail recreational motor-sports outlets in the United States and has been an active co-founder
of a PADI 5-Star scuba dive operation.

Strategic Partners
Architectural: The Developer has engaged a tri-party architectural team of Linden Group, Inc. (U.S.), Strukture
Architects, Ltd. (Belize), and Aria Group Architects, Inc. (U.S.). The combined team experience encompasses hospitality,
retail centers, single and multi-family residential, casino facilities, office buildings, restaurants, municipal projects, and
banking facilities. They serve clients from Chicago and New York in the U.S. to Singapore, Hong Kong, Malaysia and
China in the Far East.
Civil Engineering: The Project’s chief engineer, Tunich-Nah Consultants & Engineering is currently the largest
environmental consultancy firm in Belize, having done extensive work in the field of civil engineering, aquaculture, sanitary
engineering, environmental engineering, structural, water and wastewater, and land development. Notably, Pepe Garcia,
Tunich-Nah’s founder and President, participated in the creation of the Belize Ministry of the Environment as well as the
Department of the Environment in Belize subsequent to the country becoming independent in 1981.
Marine Engineering: Charles Shabica and Associates is an internationally recognized coastal consulting firm with offices
in Northfield, Illinois and Charleston, South Carolina. They specialize in research, design, engineering, construction
observation, and project management for coastal and steep slope stabilization. Dr. Shabica founded the firm in 1984 with
the purpose of designing and engineering environmentally sensitive shore protection systems, which produce positive
results, not only for their clients but for their clients’ neighbors and for the environment.
Construction: The Developer is in the process of engaging as general contractor for the Project Ontario based EllisDon,
a leading international construction services company specializing in hospitality and residential development. With over
$1.5 Billion in annual construction volumes they have completed over 50 major projects located in North America, the
United Kingdom, Greece, Malaysia, Saudi Arabia and the United Arab Emirates. Actively developing in the Caribbean for
over 18 years, their list of completed projects included the Ritz Carlton Grand Cayman, St. Lucia’s award winning
Windjammer Landing, the Radisson Aruba, the El Conquistador Puerto Rico and many others.
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Marketing: The Developer has engaged Atlas Destinations as marketing and sales agent for the Project. Atlas principals
are recognized leaders in recruitment and building of sales teams and have worked on over a hundred resort projects
from Hawaii to Florida and Costa Rica to Montana racking up sales in the multiple billions of dollars.

Capitalization
The Developer is seeking an institutional investor to contribute $50 Million of new equity to the Project. This would enable
the Developer to secure an additional $135 Million in the form of a construction credit facility. This total new capital of
$185 Million is projected to complete and deliver Phase I of the Project. (See Exhibit B, Phase I Capitalization, Application
of Proceeds, Projected Net Cash Flow & Residual Asset Value) Phase I will effectively provide the Project with a fully
functioning condominium resort and marina community consisting of the following deliverables:
1. Completion of 1/3 of the 67-acre marina including the north jetty system
2. Infrastructure including roads, water well & distribution, liquid waste system, electrical and
telecommunications
3. Building pads & landscaping
4. The 25,000 sq. ft. retail village
5. The 26,000 sq. ft. south reception center
6. One swimming pool & related water features, buildings, bar, etc.
7. Construction of 144 condominium homes (12 condominium buildings containing 12 units each)
8. Construction of 56 marina villas (14 buildings containing 4 units each)
9. Completion of 100% of the hotel infrastructure and 130 of the 260 condotel units
10. Completion of the first 50,000 sq. ft. of the casino & nightclub.
Within Phase I, the Developer plans to sequence the construction of condominium and villa buildings in subphases of four to six buildings each. Within each sub-phase, the Developer will require pre-sales of 50% of the
units within each building before commencement of construction. No funds will be expended on speculative
vertical construction.
Completion and delivery of Phase I will generate a projected $141 Million of cash flow, which will be available to repay the
institutional investor, begin the amortization of debt and enable the Project to self-fund going forward.
The balance of the Project ("Project Balance") is projected to generate an additional $401 Million under the 100% whole
ownership scenario and $662 Million under the 50% fractional scenario, in net cash flow after loan amortization. The NPV
of all cash flows after loan amortization including Phase I and the Project Balance is projected to be $135 Million for the
whole ownership scenario and $253 Million for the scenario including fractionals. The Institutional Investor is scheduled to
receive a 30% interest in the total Project inclusive of Phase I and the Project Balance. This interest is projected to
generate a 32.9% IRR for the whole ownership scenario and a 47.1% IRR for the scenario including fractionals, to the
institutional investor during the 7-year holding period. (See Exhibit C, Total Project Financial Summary)
The $135 Million construction credit facility is projected to bear interest at a 7% fixed rate, with a moratorium on principal
and interest for the 1st 24 months from the commencement of the loan. Starting in month 25 of the loan, it will amortize
on a 25-year schedule with an 84-month balloon.
At the Completion of Phase I, the Project is projected to have completed residual assets valued at $62.6 Million
generating annual recurring net revenues of $7.5 Million. (See Exhibit B, Phase I Capitalization, Application of
Proceeds, Projected Net Cash Flow & Residual Asset Value) These projected revenues and asset values will
provide an effective “safety net” to the Institutional Investor in the event there is any delay in completing
subsequent phases of the Project. In such an event, the annual recurring net revenues would generate an
effective cash on cash return of 15%, while the residual assets provide material additional value for the
Institutional Investor’s capital contribution in the event of liquidation.
A detailed Feasibility Analysis including Project Narrative, Market Study, Financial Forecasts, Maps, Surveys,
Master Plans and initial analysis of the Fractional Market Opportunity is available from the Developer upon
request.
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Exhibit A
A
Exhibit
Valuation Tables
Valuation

Land Comparison - Belize

Location

Acres

Square Feet

Ocean
Footage

Price

$ 6,000,000

Ara Macao (Subject Property)

Placencia

Habaneros (Subdivided Parcels)

Ambergris Caye

96

Lily's Hotel - San Pedro

Ambergris Caye

8.3

361,548

118

1,200,000

Undeveloped - Robles Point

Ambergris Caye

32

1,393,920

1500

15,000,000

Developed - San Pedro Town

Ambergris Caye

1.2

52,272

180

1,500,000

Raw Land

Placencia

7.5

326,700

200

Luba Hati - Ocean and Lagoon

Placencia

12.5

544,500

Developed Land 161x550

Ambergris Caye

4

Natical Inn Resort Property

Placencia

Developed - Blue Lagoon Resort

Placencia

Undeveloped - Mexico Rocks

600

26,136,000

5,068

Price per

Price per

Price per

Acre

Sq. Ft.

Ocean Ft.

$

10,000

$

$

1,184
13,214

144,578

3.32

10,169

468,750

10.76

10,000

1,250,000

28.70

8,333

1,500,000

200,000

4.59

7,500

800

6,000,000

480,000

11.02

7,500

174,240

161

1,200,000

300,000

6.89

7,453

4.33

188,615

229

1,700,000

392,610

9.01

7,424

10.5

457,380

50

350,000

33,333

0.77

7,000

Ambergris Caye

4.6

200,376

300

2,000,000

434,783

9.98

6,667

Developed - San Pedro Town

Ambergris Caye

20

871,200

646

4,000,000

200,000

4.59

6,192

Developed - Kitty's Place Resort

Placencia

3

130,680

300

1,650,000

550,000

12.63

5,500

Undeveloped - San Pedro Town

Ambergris Caye

5.5

239,580

800

4,100,000

745,455

17.11

5,125

Developed - Serenity Resort

Placencia

5

217,800

206

1,000,000

200,000

4.59

4,854

Undeveloped - San Pedro Town

Ambergris Caye

5.2

226,512

900

3,900,000

750,000

17.22

4,333

Undeveloped - Basil Jones Area

Ambergris Caye

10

435,600

325

1,300,000

130,000

2.98

4,000

Undeveloped - Mayan Plantation

Ambergris Caye

85

3,702,600

2200

8,000,000

94,118

2.16

3,636

Rum Point

Placencia

10

435,600

730

2,500,000

250,000

5.74

3,425

Basil Jones - San Pedro

Ambergris Caye

8.4

365,904

456

1,500,000

178,571

4.10

3,289

Raw Lot - Maya Beach

Placencia

1.02

44,431

279

600,000

588,235

13.50

2,151

$ 4.87 *"$

6,280

893

11,800,000

$ 211,944

Weighted Average Comparable Pricing

Subject Property
Ara Macao

Acres Square Feet
Placencia Peninsula,

122,917

0.23
2.82

4,181,760

600

26,136,000

Ocean
Footage
5,068

Price

$6,000,000

Price per

Price per

Price per

Acre

Sq. Ft.

Ocean Ft.

$ 10,000

$

0.23

$

1,184

Comparable Properties - Popular Caribbean and Central American Destinations
Long Island

Bahamas

350

15,246,000

1,800

30,000,000

85,714

1.97

16,667

Long Island

Bahamas

19

827,640

432

1,050,000

55,263

1.27

2,431

Eleuthera

Bahamas

20

871,200

2,000

10,000,000

500,000

11.48

5,000

Grand Bahama Island

Bahamas

30

1,306,800

585

3,500,000

116,667

2.68

5,983

Great Exuma Island

Bahamas

84

3,659,040

2,000

20,000,000

238,095

5.47

10,000

Nassau

Bahamas

87

3,789,720

1,000

11,807,000

135,713

3.12

11,807

High Rock, Grand Bahama

Bahamas

89

3,876,840

1,600

11,000,000

123,596

2.84

6,875

Nassau

Bahamas

35

1,524,600

1,000

11,807,000

337,343

7.74

11,807

Eleuthera

Bahamas

717

31,232,520

3,904

18,000,000

25,105

0.58

4,611

Flamingo - Guanacaste

Costa Rica

9

392,040

984

7,000,000

777,778

17.86

7,114

Esterillos

Costa Rica

48

2,090,880

850

18,000,000

375,000

8.61

21,176

Punta Guiones

Costa Rica

125

5,445,000

492

25,000,000

200,000

4.59

50,813

Punta re nas

Costa Rica

250

10,890,000

2,500

10,000,000

40,000

0.92

4,000

Guanacaste

Costa Rica

395

17,206,200

5,280

38,000,000

96,203

2.21

7,197

Manuel Antonio

Costa Rica

511

22,259,160

3,280

16,000,000

31,311

0.72

4,878

Punta Cana

Dominican Republic

820

35,719,200

4,593

26,292,000

32,063

0.74

5,724

Boca Chica

Dominican Republic

87

3,789,720

2,000

7,000,000

80,460

1.85

3,500

Cabarete, Puerto Plata

Dominican Republic

120

5,227,200

2,214

40,000,000

333,333

7.65

18,067

Punta Cana

Dominican Republic

480

20,908,800

2,805

97,520,000

203,167

4.66

34,766

Westmoreland

Jamaica

102

4,443,120

1,400

10,000,000

98,039

2.25

7,143

Pedasi, Los Santos

Panama

775

33,759,000

4,921

26,775,000

34,548

0.79

5,441

Nombre De Dios, Colon

Panama

988

43,037,280

6,561

36,000,000

36,437

0.84

5,487

Loiza

Puerto Rico

825

35,937,000

6,600

300,000,000

363,636

8.35

45,455

Cancun

Quintana Roo, Mexico

374

16,291,440

2,457

38,500,000

102,941

2.36

15,670

Nothwest Point, Provo

Turks and Caicos

22

958,320

1,000

14,000,000

636,364

14.61

14,000

Bambarra Beach, Middle Caicos

Turks and Caicos

55

2,395,800

800

20,000,000

363,636

8.35

25,000

Butler Bay - St. Croix

Virgin Islands

65

2,831,400

1,800

6,450,000

99,231

$114,101

Weighted Average Comparable Pricing

8

2.28

$2.62

3,583

$

13,163

Exhibit B
Phase I Capitalization, Application of Proceeds,
Projected Net Cash Flow & Residual Asset Value
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Exhibit
Exhibit C
C
Total
Total Project
Project Financial
Financial Summary
Summary

Total Project ($US Millions)

Sources of Capital:

$

Partnership Units

7.5

Founder's Club Deposits

7.5

Charter Club Member Deposits

5.6

Institutional Investor Capital Contribution

50.0

Loan Financing Proceeds

135.0

Total Capital \

205.6
Annual

Projected Revenues:

Sale Value

Recurring Net

Sale Value

w/Fractional

Revenue

Beach Condominium and Marina Villa Sales

Ownership

Condominium Sales

340.1

Villa Sales

269.2

628.4
476.1

Total

609.3

1,104.5

47.2

73.1

Hotel Casino & Golf Complex Sales and Operations
Condotel Sales

$

Hotel Retail Space

0.5

3.9

3.9

Casino Operation

5.4

44.7

44.7

Golf Course Operation

3.9

32.5

32.5

Golf Course Lot Sales
Total

7.4

7.4

135.6

161.6

Retail & Commercial
Retail Village

0.2

1.9

1.9

Commercial Area North

2.6

22.0

22.0

Commercial Area South

0.7

6.2

6.2

Other Commercial

0.9

7.1

7.1

4.5

37.2

37.2

Whole Ownership Slip Sales

37.5

37.5

Fractional Slip Sales

10.6

10.6

Total
Marina

Value of Operations

1.7

Total
Operating Income from Development Period
Management Company

6.0

Total Revenues
Total Sources of Cash

14.5

14.5

62.6

62.6

70.9

70.9

49.8

49.8

965.5

1,486.6

1,036.1

1,486.6

6.9

6.9

Projected Costs:
Land Acquisition
Construction
Infrastructure Inclusive of Marina

54.7

54.7

125.6

188.3

Villa Homes

94.7

142.2

Commercial Space

51.3

51.3

Hotel, Casino & Golf Complex

82.4

105.7

408.7

542.2

Condominium Units

Total
Development Costs
Entitlement & Permitting

0.8

0.8

Architectural & Engineering

4.3

4.3

100.4

100.4

105.5

105.5

Marketing & Sales

62.3

117.8

Loan Interest

52.1

52.1

Total Costs

635.5

824.5

Projected Net Cash Flow

400.6

662.2

Projected IRR to Institutional Investor

32.9%

Management & Development
Total

10
10

47.1 %

Exhibit B
Historical Financial Information
I. Statement of Cash Flows

I.

Statement of

Cash Flows

(Continued)
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I. Statement of Cash Flows
Flows (Continued)
(Continued)
Ara Macao Holdings, L.P.
UNAUDITED

Source and Use of Funds
Inception through December 31, 2008
Calendar Year
2004

2005

Project
2006

2008

2007

Total

Marketing & Sales
Business Development
Advertising

Pirate Reef (4)
Call Center

158

7,152

6,369

34,261

25,664

73,604

0

38,000

16,675

18,656

0

73,331

967

969

767

724

3,644

Impact Fees

51,000

87,535

42,611

43,358

224,504

Consultants

17,000

104,717

484

115,845

238,046

25,500

59,434

8,458

93,392

5,135

45,823

4,016

54,974

1,807

3,793

29

10,543

217

Media Production

Seminars and Presentations
Promotional Merchandising

4,914

Belize Sales Office

5,998

0

5,998

Postage and Delivery

4,458

6,797

11,590

14,294

10,212

47,351

Printing & Reproduction

8,778

21,306

26,122

10,200

12,288

78,694

39,425

2,286

6,000

47,711

22,000

79,682

0

122,308

Internet Marketing
Website Development

Other
Total Business Development

1,000

19,626

100

1,379

140

2,933

3,028

7,580

14,711

168,141

353,981

315,224

229,622

1,081,679

30,000

210,508

Marketing & Sales Management
101,000

79,508

Sales Agent

34,500

46,137

80,637

Administrative Support

16,646

13,500

48,646

Marketing Manager

18,500

0

30,000

152,146

18,500

139,145

339,791

14,711

198,141

506,126

333,724

368,767

1,421,469

Total Uses of Funds

966,942

5,032,262

4,548,929

2,628,227

1,370,445

14,546,804

Net Cash Flow

$38,218

$40,988

$334

$269,773

-$80,445

$268,869

Total Marketing & Sales Management
Total Marketing & Sales

12
12

II.

Unaudited Balance Sheet

CONFIDENTIAL

ARA MACAO HOLDINGS, L.P.

Unaudited Balance Sheet (5)
December 31. 2008

ASSETS

LIABILITIES and OWNER'S EQUITY

Current Assets

Current Liabilities
Accounts Payable

Cash
Condo Deposits Receivable
Security Deposits
PrePaid Expenses

Other PrePaid Expenses

$177,040
625,000
1,500
50,104

50,000

Mangement Fees Payable

41,500

Refunds Payable

205,000

Syndication Fees Payable

362,455

Total Current Liabilities

7,570

Total Current Assets

$295,870

Note Payable (9)

954,825

861,214

Other Liabilities
Long Term Assets (6)

Deferred Revenue

Land (3)

6,686,200

Construction In Progress (CIP) (7)

4,381,955

Total Land and CIP
Vehicles and Equipment

Less: Depr to CIP

11,068,155
58,333

80,160

Note Payable - loVest (1d)

104,263

Condo Purchase Deposits

7,212,250

Total Other Liabilities

7,396,673

Total Liabilities

8,351,498

(16,110)

Net: Vehicles and Equipment

42,223

OWNER'S EQUITY
LP Capital

Other
Syndication Capitalized Fees (7)
Net Organization Costs (8)
Total Start-Up Costs

7,500,000

Partnership Capital
2,063,617

Beginning Balance

103,282

Net Income
2,166,899

(1,247,671)
(465,336)

Ending Balance
Total Equity

Total Assets

(1,713,007)
5,786,993

r$1 4.1 38.491
Total Liabilities and Owner's Eauitv
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$14 138491

III.

Unaudited Income Statement

Ara Macao Holdings, L.P.
Unaudited Income Statement
For the 12 Months Ended December 31, 2008

REVENUES (10)
Net Sales

$
$

TOTAL REVENUES

EXPENSES (11)
Marketing and Business Development
Selling Expenses:
Advertising

$ 25,664

Call Center

724

Seminars and Presentations
Promotional Merchandisng

4,016
29

Postage and Delivery

10,212

Printing and Reproduction

12,288

Website Operations

6,000

Total Selling Expenses

58,932

Marketing Administration:
Marketing Management & Support

139,144

Marketing Constultants & Materials

124,303

Impact Fees

Miscellaneous

43,358

3,028

Total Marketing Adminstration

309,833

Travel and Entertainment
Automobile
Lodging

1,830

37,926

Meals

3,628

Travel

25,850

Taxes, Tips, Fees and Misc.

4,552

Total Travel and Entertainment

73,786

Other Income/Expenses & Loses
Other Expenses
Other Income (12)
Amortization

Loss on Disposal of Pirate Reef Operation (4)

6,794

(69,629)
9,608
76,011
22,784

Total Other Expense & Losses
TOTAL EXPENSES

NET INCOME (LOSS)

465,336

$

(465,336)

IV.

Footnotes to Ara Macao Holdings, L.P. Historical Financial
Statements

A. Footnotes to Ara Macao Holdings, L.P. Sources & Uses of Funds
Inception through 12/31/2008

Statement –

1.) Capital & Financing – At the inception and formation of Ara Macao Holdings, L.P., equity
capital for the pre-development activities of the Project was projected to come from 3 sources;
$7.5 Million from Limited Partnership Units, $7.5 Million of deposits from the sale of Founder
Program condominium & villa units and $5.6 Million of deposits from the sale of Charter Member
condominium & villa units. (For a complete description of the Capitalization plan see Exhibit E:
Financial Information, Section A, Projected Statements, Schedule I (a) and accompanying
footnotes.) Following is the actual capital raised per category.
a.) Partnership Units reflect the Limited Partnership Units offering. As of 12/31/2007 the 75 Units,
priced at $100,00 per unit, were fully subscribed.
b.) Founders Club Deposits – The Founders Club program allows participants to purchase a
residential unit at a discount of 20% from the initial published price. A minimum down payment
of $150,000 is required. All 50 Founders Club units are subscribed; 46 units are under
contract, 4 units are reserved to accommodate special purchase transactions. 2 of the 46
units under contract are in the process of refunding the deposit money back to the purchaser.
The 2 units being refunded are in accordance with the special contract terms negotiated with
these purchasers. The 2 units are being counted as sold until the deposit money is 100%
refunded and the unit can be returned to inventory. Founder Club Deposits for the year 2005
are being adjusted to correct an overstatement of receipts for the period. The following prior
period adjustment was made to adjust cash flows:

The following table reconciles the Founder Club deposits received to the total subscription
value:

c.) Charter Member Deposits – The Charter Member program consists of the next 50
residential units being offered at a higher published price level. In a similar fashion to the
Founders program, discounts and other incentives are offered in exchange for the use of the
Charter Members’ deposit. The Charter Program has two purchase options; 1) place $150,000
2

on deposit for a 20% discount off of current published pricing or 2) place a $75,000 deposit in
exchange for a 10% discount. The $1,265,000 total Charter deposits received represents 13
units under contract with a deposit receivable of $337,000 for the remaining balance due.
d.) Note Proceeds – During 2008 $27,000 was paid down on outstanding private investor
notes against a balance of $131,263. $104,263 of the note obligations is outstanding as of
12/31/2008; $100,000 is attributable to a 12-month note, with rollover provisions and an
interest rate of 10% per annum. The $4,263 is the balance of interest due on a $50,000 note
that was paid down in 2006. The interest balance outstanding does not accrue any additional
interest cost. Both of these obligations were contracted through IoVest Development, LLC, the
General Partner, on behalf of the Partnership.
e.) In 2004 $80,160 of progress payments were received from a Founder Program
condominium unit purchaser.
2.) Use of Funds – The nomenclature used in the Use of Funds section of these Historical
Financial Statements is consistent with that used in Exhibit E, Section A, Projected Financial
Information. Please refer to Exhibit E, Section A, Schedules I through X for detail information on
Project expenses. The Historical Use of funds reflects pre-development costs incurred by the
Project from inception and are consistent with the projected expenditures as detailed in Section
A.
3.) Land Acquisition – The $6,686,200 represents the total amount paid for the land; included in
the amount is the purchase price of $6 Million plus extension fees, survey fees and outstanding
property taxes. The land is fully paid for, unencumbered by any mortgage or other debt and the
Partnership is currently in the final stages of transferring title.
4.) Pirate Reef – A Belize Corporation that is a joint venture between Ara Macao Holdings, L.P.
and Sean Faux, a Belizean tour guide and master diver, for the purpose of operating an
excursion boat. Ara Macao Holdings, L.P. has a 51% interest in the venture, which is accounted
for using the equity method since the venture is operated independently of the Ara Macao Resort
& Marina. The operations of Pirate Reef were discontinued during the calendar year 2008 due to
contractual breaches incurred by the minority joint venture partner. Ara Macao Holdings, L.P. is
pursuing a legal action to recoup any remaining asset. During the lifetime of Aqua Terra a total of
$73,331 was expended for the operation. A substantial amount of this money was recouped
through tour operations conducted by Ara Macao on behalf of its Limited Partners, Founders and
Charter Members in the form of reduced costs for boat rentals and tour guides incurred during
due diligence trips.
B. Footnotes to Ara Macao Holdings, L.P. Balance Sheet as of December 31,2008.
5.) 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 expenses in the period
incurred.
6.) The Partnership has a contingent receivable of $12.1 million from the sale of Founder &
Charter Program residential 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, the receivable will be added to the Partnership’s Assets on the Balance Sheet.
3

7.) Construction in Progress – In order to properly match revenues with expenses, preconstruction activities (costs) are being capitalized and will be amortized over the 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 below, for detailed listing of
the Project expenses capitalized to date.

4

8.) Organizational Expenses – Initial first year of operation expenses related to organization and
capital raising are to be amortized over a fifteen-year period using a straight-line methodology in
accordance with IRS Revenue Ruling 74-104.
9.) Notes Payable – In January of 2008 $50,000 of legal fees accrued with Handler, Thayer &
Duggan were converted into a note payable. The note principal accrues interest at 1% per month
on the outstanding balance. (The effective annual interest rate is 12.68%) This note becomes
due upon the Partnership’s entering into a joint venture agreement with a third party for the
completion of the Project.
C. Footnotes to Ara Macao Holdings, L.P. Income Statement for the 12 months ending
December 31,2008.
10.) Revenues – In accordance with the Percentage of Completion method of accounting,
revenues will be recognized concurrent with the completion of construction.
11.) Expenses – Marketing and Business Development expenses were capitalized as Startup
Expenses during the first year of the Partnership’s existence. Subsequent marketing and sales
expenses cannot be capitalized since they cannot be attributed to the physical construction of the
development. Hence, they are the only current expenses appearing on the Income Statement in
addition to the amortization of Organizational Expenses and other expenses incidental to the
Partnership pre-development operations.
12.) Other Income – Incidental income was realized from the write off of intercompany payables
and Charter Member deposits along with the forfeiture of some deposit money. See table below
for details:
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Date:	
  11-‐26-‐09	
  
To:	
  All	
  Stakeholders,	
  Ara	
  Macao	
  Resort	
  &	
  Marina	
  
From:	
  ioVest	
  Development,	
  LLC	
  
Sent	
  Via	
  Email	
  
	
  
	
  
IMPORTANT	
  PROJECT	
  UPDATE:	
  
	
  	
  
On	
  November	
  19th,	
  2009,	
  ioVest	
  Development,	
  L.L.C.,	
  on	
  behalf	
  
of	
  Ara	
  Macao	
  Holdings,	
  L.P.,	
  signed	
  an	
  agreement,	
  which	
  forms	
  
the	
  framework	
  of	
  a	
  strategic	
  alliance	
  with	
  a	
  new	
  development	
  
partner.	
  The	
  new	
  partner	
  is	
  a	
  vertically	
  integrated	
  construction	
  
and	
  development	
  company	
  with	
  substantial	
  Caribbean	
  resort	
  
development	
  experience	
  and	
  a	
  broad	
  network	
  of	
  financial	
  
resources.	
  The	
  alliance	
  will	
  enable	
  us	
  to	
  launch	
  construction	
  and	
  
development	
  of	
  the	
  project	
  with	
  an	
  initial	
  projected	
  funding	
  of	
  
$100	
  Million.	
  	
  
	
  
Over	
  the	
  next	
  few	
  weeks	
  we	
  will	
  be	
  forwarding	
  to	
  you	
  various	
  
details	
  regarding	
  our	
  new	
  partner,	
  a	
  projected	
  timeline	
  for	
  
development	
  and	
  many	
  innovative	
  and	
  exciting	
  improvements	
  
to	
  the	
  master	
  plan.	
  
	
  	
  
We	
  wish	
  you	
  and	
  your	
  families	
  a	
  Happy	
  Thanksgiving.	
  
	
  	
  
Your	
  ioVest	
  Team,	
  
Paul,	
  Chick,	
  Vince,	
  and	
  Dave	
  

To: All Stakeholders, Ara Macao Resort & Marina
From: ioVest Development, LLC
Sent Via Email

December 31, 2009
This is the second in a series of information releases concerning the progress of our new
strategic alliance and the development of the Ara Macao Resort and Marina. As we have
previously discussed, the global financial crisis dramatically changed the rules about funding
resort developments. Traditional sources of funding, primarily lending institutions, have
vanished from the resort development scene. Moreover, projects designed for the marketplace of
two years ago are no longer financially viable today. Contemporary developers are redesigning
resort projects to adjust to changing buyer psychographics, while opportunistic private equity
groups and other institutional investors are cuing up to fill the funding vacuum. This is not easy
money, however. The private equity groups have stringent investment criteria and will fund only
the best developments with seasoned developers. Not only must the project distinguish itself from
its competition but more importantly, the developer must show a clear ability to execute. For
these reasons, we are pleased to introduce our new partner and co-developer, Richard Knorr
International, Ltd. (“RKI”).
As a Chicago based company, RKI has demonstrated a collaborative expertise in development,
master planning, design, and operations that has led to the completion of successful projects in
resort hotels, marinas, championship golf courses, waterfront developments, commercial
developments, boutique retail, arts and recreation developments, and residential developments.
Some of the representative projects that RKI has built include:
•
•
•
•
•
•
•

Roco Ki Residential Resort and Golf Community, Punta Cana, Dominican Republic
Hyatt Hotels, Orlando, Florida and Chicago, Illinois
Brunt Store Marina, Fort Myers, Florida
Acropolis Commercial Center and Citibank Tower, Santo Domingo, Dominican Republic
Brickell Bay Club, Brickell Avenue, Miami, Florida
McCormick Place Expansion Project, Chicago, Illinois
Navy Pier Re-construction Planning, Chicago, Illinois

We encourage you to visit the RKI website, www.rkiltd.com to learn more about their
capabilities, experience and their current and completed projects.
As we close out the year, RKI is now in the advanced stages of developing a new business plan
that will include revisions in our master site plan, floor plans, marketing, and a financial

structure suited to the current requirements of institutional investors. At this time, RKI has
significant indications of interest from two such investors each willing to contribute as much as
$100 Million or more. More definitive agreements are also being developed which outline the
terms of the joint venture structure under which we will be moving forward together. As the
business plan and definitive agreements are completed, we will be able to share their contents
with you. This will all take some time. Although it is difficult to project a closing date and
simultaneous launching of construction, we are setting our intentions on sometime in the second
quarter of 2010. Once we complete the business plan and agreements, and obtain funding
commitments, we can tighten up the closing schedule. We will report next near the end of
January.
Have a happy and prosperous New Year,
Your ioVest Team
Paul, Chick, Vince and Dave

Date: February 12 2010
To: All Stakeholders, Ara Macao Resort & Marina
From: ioVest Development, LLC
Sent via Email

This is the third in a series of information releases regarding the progress of the
strategic alliance between Richard Knorr International, Ltd. and Ara Macao
Holdings, L.P. This report is intended to provide you with an upcoming sequence
of events as the new joint venture moves from concept to implementation. At
present RKI is in the advanced stages of developing a new business plan for the
project. This includes the creation of a new master site plan, marketing plan and
financial plan. Preliminary versions of each component have been forwarded to
third party investors for review and modification. One such investor, a significant
private equity group, is in a relatively advanced stage of due diligence.
Development of the business plan and its various components is essentially an
iterative process until RKI and one investor agree upon a workable financial
structure. Completion of this process, a final business plan acceptable to an
investor and an initial funding commitment is projected to take 30 to 60 days from
this writing. This will be followed by site visits to the Ara Macao property and
final due diligence by the chosen equity partner.
Also in process is a set of definitive agreements and organizational structure
between Ara Macao and RKI. This includes a comprehensive joint venture
agreement, establishment of new onshore and offshore operating entities and the
integration of the management and operating teams of both entities. Completion
of this process should coincide with completion of the foregoing funding process.
RKI projects a funding closing date and launch of the construction process within
90-120 days after a successful site visit. RKI advises that investor feedback is
very positive and that we are certain of a funding if we continue to follow this
process. The investors, who have seen the preliminary information like Belize,
like the business plan and like the financial structure. A word of caution, however.
As much as we would like to rely on these projected timelines, numerous

obstacles could delay the process moving the projected launch date further out in
time. Nevertheless, we can tell you that RKI and ioVest are doing everything
possible to expedite the process consistent with a positive outcome.
As RKI nears completion of its business plan, ioVest is assembling a confidential
memorandum for dissemination to all Limited Partners, Founders and Charter
Members. The memorandum will provide specific details about the proposed new
business plan, marketing strategies, financial plan and operating structure. It will
contain the final locked down master site plan, specifications of the various
residential options that will be available and a projection of financial expectations.
This is projected to be complete and out to you within the next 30 days if not
sooner.
We trust this report finds you in good health and anticipating an early end to
winter.

Your ioVest Team

Paul, Chick, Vince and Dave
	
  

