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February 20, 2015

Carlos Mekbel
Hermosa Paradise SA
Playa Hermosa, Jaco,
Costa Rica
Attention: Mr. Carlos Mekbel
Dear Sir:
RE: NARRATIVE APPRAISAL 83.82± ACRE, PROPERTIES, PLAYA HERMOSA, COSTA RICA
In accordance with our engagement, we have inspected the above properties and have carried out a valuation
analysis in order to estimate their market value.
Based on our investigations, it is our opinion that market value of the subject site as February 20,2015
given the Assumptions and Limiting Conditions, and Extraordinary Assumptions and Limiting Conditions was:
FIFTY MILLION US DOLLARS
($50,000,000 US) (Rounded)
(Site area 339353.56 square meters X $150 per meter = U$50,900,000) rounded
(Site area 83.82 acres X U$ 607,288 per acre = U$50,900,000) rounded

The value estimate in this report is based on the following Assumptions and Limiting conditions:



It is assumed the properties are free and clear of all liens and encumbrances. We did not review and
cannot offer warranties or guarantees regarding title.



The area of 83.82± Acres has been obtained from the listing information and attached plans for the
subject site and is assumed correct. The land is comprised of various contiguous parcels as indicated by
enclosed copies of composite mapping.



We have reviewed preliminary plans for a proposed development on the site; however, consistent with
our instructions, we have completed a vacant land valuation on an “as is” basis.



We did not review environmental matters nor review the bearing qualities of the soils and we cannot offer
warranties in regard to these matters.



The site is accessible from its northwestern side along the San Jose-Caldera (Costanera) Highway and
from its southern side along the Playa Hermosa road.
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We have determined, from the listing information that there is approximately 835.32 lineal meters or
2,740.55 lineal feet of road frontage to Playa Hermosa road, directly across from Hermosa Beach. In
addition there are 31.66 lineal meters or 103.87 lineal feet of road frontage along the San Jose-Caldera
(Costanera) Highway.



We have valued the subject properties as an assembled development property of 83.82 acres or 339,353
square meters.

Extraordinary Assumptions and Limiting Conditions
In addition to the general Assumptions and Limiting Conditions, attached hereto, the values reported are subject to
the following Extraordinary Assumptions directly related to the assignment, which found to be false, could alter
the value opinion.


We assume all parcels: A1, A2, A3, A4, D, E, F, G, H, Costanera and T comprised within the subject
have been awarded Land Use documentation by the Municipal authorities, as well as density studies.



We assume density for all the parcels is the same at 75%.



To the best of our knowledge, the SETENA permits for Hermosa Paradise Urbanization include all
parcels: A1, A2, A3, A4, D, E, F, G, H, Costanera and T.



The letter from the President of Costa Rica regarding the non-expropriation of the subject properties
was provided by our client and has not been confirmed with the President. It is assumed that this
letter is factual and represents the position of the Government of Costa Rica regarding the nonexpropriation of the subject properties.

The report to follow will describe the method and approach to value in support of the conclusion and contains the
pertinent data gathered in our investigation of the market.
Should you have any questions, we would be pleased to discuss the valuation further.
Yours very truly,

COLLIERS LATIN AMERICA LLC.

Gary Laughton, AACI, AAPI, MRICS, P.
App.
Vice President, Latin America - Caribbean
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Executive Summary
83.82 ± ACRE PROPERTIES
PLAYA HERMOSA, COSTA RICA
Date of Appraisal



February 20, 2015

Property Type



Vacant Land

Rights Appraised



Fee Simple Interest

Purpose and Intended Use



Current market value for acquisition purposes.

Value Assumptions



See Contingent and Limiting Conditions

Assumptions

The value estimate in this report is based on the following
Assumptions and Limiting Conditions:














It is assumed the properties are free and clear of all liens and
encumbrances. We did not review and cannot offer warranties
or guarantees regarding title.
The area of 83.82± Acres has been obtained from the listing
information for the subject site and is assumed correct. The land
is comprised of various contiguous parcels as indicated by
enclosed copies of composite mapping.
We have reviewed preliminary plans for a proposed
development on the site; however, consistent with our
instructions, we have completed a vacant land valuation on an
“as is” basis.
We did not review environmental matters nor review the
bearing qualities of the soils and we cannot offer warranties in
regard to these matters.
The site is accessible from its northwestern side along the San
Jose-Caldera (Costanera) Highway and from its southern side
along the Playa Hermosa road.
We have determined, from the listing information that there is
approximately 835.32 lineal meters or 2,740.55 lineal feet of
road frontage to Playa Hermosa road, directly across from
Hermosa Beach. In addition there are 31.66 lineal meters or
103.87 lineal feet of road frontage along the San Jose-Caldera
(Costanera) Highway.
We have valued the subject properties as an assembled
development property of 83.82 acres or 339,353 square meters.

As well as the following Extraordinary Assumptions and
Limiting Conditions:
In addition to the general Assumptions and Limiting
Conditions, attached hereto, the values reported are subject to
the following Extraordinary Assumptions directly related to the
assignment, which found to be false, could alter the value
opinion:


We assume all parcels: A1, A2, A3, A4, D, E, F, G, H,
Costanera and T comprised within the subject have been
awarded Land Use documentation by the Municipal authorities,
as well as density studies.



We assume density for all the parcels is the same at 75%.



To the best of our knowledge, the SETENA permits for
Hermosa Paradise Urbanization include all parcels: A1, A2, A3,
A4, D, E, F, G, H, Costanera and T.



The letter from the President of Costa Rica regarding the nonexpropriation of the subject properties was provided by our
client and has not been confirmed with the President. It is
assumed that this letter is factual and represents the position of
the Government of Costa Rica regarding the non-expropriation
of the subject properties.



$ 50,000,000 USD Rounded

Value per hectare



$ 600,000 USD Rounded

Going-in Cap Rate (Year One)



N/A

Exposure Time



18 Months

Cost Approach



N/A

Income Approach



N/A



N/A

Final Value Conclusion

Valuation Summary

Subdivision Development Analysis
Value Indication

Direct Comparison Approach
No. of Comparables



8

Indicated Unit Rate Range



$170 to $350 per square meter (adjusted basis)

Value Indication



$ 50,000,000 (rounded)

Location



The subject is located in the municipality of Garabito, district of
Jacó, province of Puntarenas, in the Central Pacific region of
Costa Rica.

Existing Use



Vacant Land.

Frontage



We have determined, from the listing information that there is
approximately 835.32 lineal meters or 2,740.55 lineal feet of
road frontage to Playa Hermosa road, directly across from
Hermosa Beach. In addition there are 31.66 lineal meters or
103.87 lineal feet of road frontage along the San Jose-Caldera
(Costanera) Highway.

Configuration



Irregular

Total Site Area



Approximately 83.82± acres more or less as determined from
the listing information and legal plans attached to it.



At present, this area does not have a zoning plan outlining land
uses. The municipality is drafting a development plan that will
include Jacó and Playa Hermosa.



We have been provided with Land Use letters from the
Municipality of Garabito dated November 24th, 2008,
indicating that the municipality would allow the proposed use
for a potential development of the subject properties. Previous
letters dated Februry 25th 2008, were also provided. This was
verified with officials from the Municipality of Garabito in
2008. (See Appendix B)

Permitted Uses



The letters state that construction of houses, condominiums,
casinos, hotels, stores, clinics, hospitals, restaurants and bars is
allowed, as the subject properties are located within a
“commercial, touristic and hotel zone”.

Density



The local government authorities appear to allow the subject

Property Description

Site Dimensions

Land Use Controls
Land Use Classification
(Zoning)

properties a density of 75%. We have been provided with
Density Studies dated October 24, 2011. (See Appendix C)

Compliance



It is assumed that any proposed development for the subject
property would conform to the local government regulations
and legislation as indicated above.

Highest and Best Use
As vacant



Holding property “as is” until all permits to facilitate the
comprehensive mixed-use residential/commercial development
with ultimate utility essentially as proposed have been provided.



Excellent location in Central Pacific region of Costa Rica, in a
tourism area with the closest beaches to the Central Valley,
approximately a 55 minute driving time from the Airport in San
Jose with good access from Playa Hermosa road.



We have determined, from the listing information that there is
approximately 835.32 lineal meters or 2,740.55 lineal feet of road
frontage to Playa Hermosa road, directly across from Hermosa
Beach. In addition there are 31.66 lineal meters or 103.87 lineal
feet of road frontage along the San Jose-Caldera (Costanera)
Highway.



The subject property is a rare offering within the Pacific coastal
areas of Costa Rica, since Costa Rican law does not permit
developments within the first 50 meters from the beach, and only
permits developments by concession in the next 150 meters. A
titled property within these areas that is developable should result
in a higher utility that could be realized by other properties in the
market.



Very picturesque property with generally level topography. While
the lack of elevations will restrict views for portions within the
property, this is partly compensated by the significant density,
which will not be lost due to the topographical factors.



Located within close proximity of Jacó, which provides both
construction and operational labor availability for the subject.



Letters from the municipality indicate that development of the
subject property would allow high-density condominium towers.
This was confirmed with officials from the municipality in 2008.

Investment Characteristics
(Strengths and Challenges)
Positive Aspects

Negative Aspects



It appears that sections of the subject properties are depressed and
appear to be frequently inundated or saturated by surface or
ground water and support vegetation typically adapted for life in
saturated soil conditions, which might result in a significant
expense for development in order to allow for the site to support a
high-rise structure.



While the titled land within close proximity to the ocean is a
definite asset, the ocean front sections of other similar properties
have already been expropriated in Costa Rica. There is a certain
element of risk involved when attempting to realize the full value
of a high-density development in the subject properties. However,
this is mitigated by a letter from the President of Costa Rica
which indicates that the subject property will not be expropriated.
The reader is referenced to the addenda of this report for the
details, which are in Spanish.



The subject wraps itself around a smaller site that has already
been developed mostly with bungalows, which is not aesthetically
consistent with luxury high-rise condominium developments.
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Regional Map
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Location Map
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Site Plan (Rough representation of Subject Properties)
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Aerial View/Location along Costanera Highway and Hermosa Road
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Aerial Views
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Photographs of Subject Property and Neighbouring Areas

BUNGALOWS DIRECTLY ADJACENT TO
SUBJECT PROPERTY

LEFT: VIEW OF SUBJECT PROPERTIES

VIEW OF HERMOSA ROAD

RIGHT: EASTERN BORDER OF SUBJECT PROPERTIES

GENERALLY FLAT TOPOGRAPHY OF SUBJECT PROPERTIES
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NON-BEACHFRONT DEVELOPMENT IN
ESTERILLOS.

MAIN ENTRANCE ALONG THE COSTANERA
HIGHWAY.

NEW HOTEL PLAYA HERMOSA

NEW HOTEL BEING BUILT ON
PROPERTY

NEW HOTEL WITH 85 ROOM ON PROPERTY

SOUTH SIDE OF NEW HOTEL
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Terms of Reference
Purpose and Intended Use of Report
The purpose of this valuation is to estimate the current market value of various contiguous parcels of land for
acquisition purposes. According to the listing information the subject properties comprise an aggregate area of
83.82± acres. The following report has been completed at the request of Mr. Carlos Mekbel.

This report has been prepared only for the party named above and for only the specific use stated. Use of this
report by any other party or for any other purpose than stated herein is completely unauthorized.

Property Rights
The property rights appraised are those of the fee simple interest. The fee simple estate is the most complete form
of ownership in Costa Rica and is limited only by the powers of government (i.e. taxation, expropriation, police,
and escheat).

Effective Date
The effective date of the valuation is February 20, 2015

Inspection Date
Gary Laughton, AACI, AAPI, MRICS, P. App. conducted an inspection of the subject properties on March 24,
2014. Fieldwork for this assignment was completed in March 2014.

Market Value Definition
For the purposes of this valuation, market value is defined as:
"The most probable price which a property should bring in a competitive and open market under all
conditions requisite to a fair sale, the buyer and seller each acting prudently and knowledgeably, and
assuming the price is not affected by undue stimulus. Implicit in this definition is the consummation of a
sale as of the specific date and the passing of title from seller to buyer under conditions whereby:
1.

Buyer and seller are typically motivated;

2.

Both parties are well informed or well advised, and acting in what they consider to be in
their best interests;

3.

A reasonable time is allowed for exposure in the open market;

4.

Payment is made in terms of cash in US Dollars or in financial arrangements comparable
thereto; and

5.

The price represents the normal consideration for the property sold unaffected by special or
creative financing or sales concessions granted by anyone associated with the sale.”

(Source: The Appraisal Institute of Canada "Canadian Uniform Standards of Professional
Appraisal Practice". 2001 ed., p. 47)

File Reference: (924LLC)
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Exposure Time
An estimate of market value is related to the concept of reasonable exposure time. Exposure time is the property's
estimated marketing time prior to a hypothetical sale at market value on the effective date of the appraisal.
Reasonable exposure time is a necessary element of a market value definition but is not a prediction of a specific
date of sale.
Ongoing discussions with agents active within the investment real estate market have indicated that properties
such as the subject typically require an aggressive international marketing period, depending on a number of
factors including leasing status, location, condition of the property, and motivation of the purchaser/vendor.
Therefore, it is concluded that for the subject property to sell at the market value estimated herein as of the
effective date of this report, an exposure period of approximately 18 months would be required.

Scope of the Valuation
This is a Narrative Appraisal Report and complies with the reporting requirements set forth under the Canadian
Uniform Standards of the Appraisal Institute of Canada, which are highly similar to the International Valuation
Standards. The Appraisal Institute of Canada is one of the numerous national appraisal organizations in agreement
with adoption of these standards. As such, all relevant material is provided in this report including the discussion
of appropriate data, reasoning, and analyses that were used in the appraisal process to develop the appraiser’s
opinion of value. Additional supporting documentation concerning the data, reasoning, and analyses are retained
in the appraiser’s file. The depth of discussion contained in this report is specific to the needs of the client and for
the intended use stated herein.
During the course of preparing this valuation, the following was completed:






A personal inspection of the property on March 14, 2014.
A review of available data regarding the local market.
Verification of current land use and land use regulations.
A review of sales and listing data on comparable properties.
Interview(s) with market participants.

The value estimate in this report is based on the following Assumptions and Limiting Conditions:







The area of 83.82± Acres has been obtained from the listing information for the subject site and is
assumed correct. The land is comprised of various contiguous parcels as indicated by enclosed copies of
composite mapping.
We have reviewed preliminary plans for a proposed development on the site; however, consistent with
our instructions, we have completed a vacant land valuation on an “as is” basis.
We did not review environmental matters nor review the bearing qualities of the soils and we cannot offer
warranties in regard to these matters.
The site is accessible from its northwestern side along the San Jose-Caldera (Costanera) Highway and
from its southern side along the Playa Hermosa road.
We have determined, from the listing information that there is approximately 835.32 lineal meters or
2,740.55 lineal feet of road frontage to Playa Hermosa road, directly across from Hermosa Beach. In
addition there are 31.66 lineal meters or 103.87 lineal feet of road frontage along the San Jose-Caldera
(Costanera) Highway.

File Reference: (924LLC)
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We have valued the subject properties as an assembled development property of 83.82 acres or 339,353
square meters.

Extraordinary Assumptions and Limiting Conditions
In addition to the general Assumptions and Limiting Conditions, attached hereto, the values reported are subject to
the following Extraordinary Assumptions directly related to the assignment, which found to be false, could alter
the value opinion.


We assume all parcels: A1, A2, A3, A4, D, E, F, G, H, Costanera and T comprised within the subject
have been awarded Land Use documentation by the Municipal authorities, as well as density studies.



We assume density for all the parcels is the same at 75%.



To the best of our knowledge, the SETENA permits for Hermosa Paradise Urbanization include all
parcels: A1, A2, A3, A4, D, E, F, G, H, Costanera and T.



The letter from the President of Costa Rica regarding the non-expropriation of the subject properties was
provided by our client and has not been confirmed with the President. It is assumed that this letter is
factual and represents the position of the Government of Costa Rica regarding the non-expropriation of
the subject properties.

File Reference: (924LLC)
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Property Data
Municipal Address
The Playa Hermosa public road fronts the southern boundary of the subject properties; however no formal
municipal address exists at the present time. The properties are located within the Municipality of Garabito,
District of Jacó, in the province of Puntarenas.

Legal Description
As instructed by the client we have relied on the listing information and attached plans for determining the
dimensions of the subject properties. From the listing information and cadastral plans, we have assumed that the
subject properties include the following parcels:

Parcel

Cadastral Plan

A1

P-0861711-2003

Lot A2

P-1323717-2009

Lot A3

P-1098318-2006

Lot A4

P-1098321-2006

Lot D
Lot E
Lot F
Lot G
Lot H

P-0843437-2003

Costanera

P-0749414-2001

Lot T

P-992234-2005

P-0843444-2003
P-0843447-2003
P-0843450-2003
P-1225514-2008

We have only conducted a cursory review of the legal plans. A formal inquiry is necessary with the National
Registry and the Municipality of Garabito to verify the legal descriptions and zoning for the subject properties.

Ownership and History
The subject site is a land assembly that appears to have started approximately 30 years ago. The properties that
comprise the site are within close proximity to the beach, separated only by the Playa Hermosa road. These types
of properties are very rare in the Central and North Pacific regions, given that many of them have been
expropriated by the government of Costa Rica in order to recover land within the Zona Marítimo Terrestre. No
private ownership is allowed of beach front areas; the government owns the first 200 meters, with no construction
allowed within the first 50 meters and construction within the next 150 meters allowed by concession only. It
appears that the subject properties were registered prior to the 1977 Maritime Zone Law. It is our understanding
that an investor acquired the subject properties in the 1990’s and there have been no arms-length transfers of the
subject properties named above since their purchase by the current owner.
We have been advised that since 2008, three parcels formerly part of the subject properties
were sold, and thus excluded from this valuation.
File Reference: (924LLC)
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Site Description
The Playa Hermosa public road fronts the southern boundary of the subject properties. The properties are located
within the Municipality of Garabito, District of Jacó, in the province of Puntarenas.

Frontage



As instructed, we have relied on the listing information to determine sizes
and dimensions of the different parcels that comprise the subject site.



We have determined, from the listing information that there is approximately
835.32 lineal meters or 2,740.55 lineal feet of road frontage to Playa
Hermosa road, directly across from Hermosa Beach. In addition there are
31.66 lineal meters or 103.87 lineal feet of road frontage along the San JoseCaldera (Costanera) Highway.



Approximately 83.82± acres more or less as determined from the listing
information and legal plans attached to it, summarized as follows:

Area

Parcel

Cadastral Plan

Area (m2)

Area (acres)

A1

P-0861711-2003

10,897.14

2.69

40.00

Lot A2

P-1323717-2009

50,873.01

12.57

162.67

Lot A3

P-1098318-2006

91,599.21

22.63

305.34

Lot A4

P-1098321-2006

30,000.01

7.41

100.00

Lot D

P-0843437-2003

6,762.25

1.67

49.01

Lot E

P-0843444-2003

6,762.01

1.67

49.00

Lot F

P-0843447-2003

6,757.42

1.67

49.00

Lot G

P-0843450-2003

6,762.72

1.67

24.50

Lot H

P-1225514-2008

109,586.68

27.07

36.00

Costanera

P-0749414-2001

2,045.92

0.51

31.66

Lot T

P-992234-2005

17,307.19

4.27

20.00

339,353.56

83.82

875.52

Total Area

Public Road Frontage (m)±

Configuration



The land is comprised of various contiguous parcels of various sizes as
indicated by enclosed copies of composite mapping, with an irregular
configuration.

Coverage



Not applicable as currently assumed as though vacant.

Density



The local government authorities appear to allow the subject properties a
density of 75%. We have been provided with Density Studies dated October
24, 2011. (See Appendix C)

Services



The entire site is serviced at present with all basic utilities including:
electricity, water, internet and telephone.

Access



Currently the subject properties have road access through the San JoseCaldera (Costanera) Highway and the paved all weather Playa Hermosa road
that fronts the southern boundary of the subject properties.

Title Instruments



We have assumed clear title to all the subject properties; however we offer
no warranties or guarantees in this regard.

Topography



The properties have generally flat topography, however it should be noted
that areas within the subject properties are depressed and appear to be

File Reference: (924LLC)
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frequently inundated or saturated by surface or ground water and support
vegetation typically adapted for life in saturated soil conditions.

Soil Conditions



We reviewed neither environmental matters nor the bearing qualities of the
soils. Accordingly, we can offer no warranties or guarantees in regard to
these matters

Land Use
Classification
(Zoning)



At present, this area does not have a zoning plan outlining land uses. The
municipality is drafting a development plan that will include Jacó and Playa
Hermosa. The client has provided us with Land Use letters from the
Municipality of Garabito dated November 24th, 2008, as well as Density
Studies dated October 24, 2011 indicating that the municipality would allow
the proposed density for a potential development of the subject properties.
This was verified with officials from the Municipality of Garabito in 2008.

Permitted Uses



The letters state that construction of houses, condominiums, casinos, hotels,
stores, clinics, hospitals, restaurants and bars is allowed, as the subject
properties are located within a “commercial, touristic and hotel zone”.

Compliance



It is assumed that any proposed development for the subject property would
conform to the local government regulations and legislation as indicated
above.

File Reference: (924LLC)
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Land Use/Planning
The subject properties are located within the Municipality of Garabito in the district of Jacó. At present, this area
does not have a zoning plan outlining land uses. The municipality is drafting a development plan that will include
Jacó and Playa Hermosa.
Our client has provided us with Land Use letters from the Municipality of Garabito dated November 24th, 2008, as
well as Density Studies dated October 24, 2011, indicating that the municipality would allow the proposed density
(75%) for a potential development of the subject properties. The letters clearly state that this land use would be
permitted at present time since the zoning plan for this area is yet to be implemented. This has been verified with
officials from the Municipality of Garabito. (See Appendices B and C).
The letters state that construction of houses, condominiums, casinos, hotels, stores, clinics, hospitals, restaurants
and bars is allowed, as the subject properties are located within a “commercial, touristic and hotel zone”. These
letters indicate for the purposes of receiving construction permits a number of studies are necessary, including
legal, regulatory, environmental, economic, urban, roads, patrimonial, impact, infrastructure, soil, drainage,
servicing, etc.

Location Description
The Playa Hermosa public road fronts the southern boundary of the subject properties; however no formal
municipal address exists at the present time. The properties are located within the Municipality of Garabito,
District of Jacó, in the province of Puntarenas.
District Land Uses
The immediate lands surrounding the subject properties are either in their natural state or are improved with lowdensity residential developments, including bungalows and houses. Construction in Playa Hermosa has occurred
within close proximity to the ocean, however there has been absolutely no high-density development thus far
similar to the one proposed for the subject site. In 2008 there were plans to develop Diamond Beach Towers,
directly adjacent to the subject’s southeastern border. This development remained in the approval stages, and it
would comprise three condominium towers with 12 levels each. It is our understanding that the process for getting
permits for this development took over a year. The property was never developed and is listed at present.
Within a short drive to the north, Jacó is the major population center in the district, with several high-density
oceanfront condominium towers and various hotels, restaurants, bars and related amenities.
Description
The subject sites comprise an exceptional 83.82± -acre development property with a somewhat level topography.
We have determined, from the listing information that there is approximately 835.32 lineal meters or 2,740.55
lineal feet of road frontage to Playa Hermosa road, directly across from Hermosa Beach. In addition there are
31.66 lineal meters or 103.87 lineal feet of road frontage along the San Jose-Caldera (Costanera) Highway. Upon
inspecting the site it appears that sections of the property are depressed and appear to be frequently inundated or
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saturated by surface or ground water and support vegetation typically adapted for life in saturated soil conditions,
which would represent an additional expense for any development. The site wraps around another property, which
has been improved with bungalows that are somewhat rundown and would not be aesthetically consistent with a
luxury condominium tower development. Sections of the subject have lush foliage; however grasslands cover most
of the subject properties.
Adjacent Uses:
North: The northern perimeter of the subject site is in its native state. The subject fronts the Costanera Highway
along its northwestern side.
South: The subject fronts Playa Hermosa road along its southern side, as well as a number of bungalows and
houses.
West: Land immediately to the west of the subject properties is in its native state.
East: Land immediately to the east of the subject properties is in its native state.

Summary
The subject site is a unique offering of a large waterfront site within relative proximity to the Central Valley and
Greater Metropolitan Area of Costa Rica, less than one hour drive from the subject properties. High-density condo
towers have been developed successfully in Jacó, however that has not been the case yet for Playa Hermosa. So far
developments in the immediate vicinity of the subject have been low-density residential. The subject site is
directly across from Hermosa Beach, separated by Playa Hermosa paved all-weather road. In addition there is
access from the San Jose-Caldera (Costanera) Highway. It appears that some of the lands are depressed and appear
to be frequently inundated or saturated by surface or ground water and support vegetation typically adapted for life
in saturated soil conditions. This might present an additional cost for development of the subject properties.
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Neighborhood Aerial Photo
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Market Overview
Costa Rica Economic Overview
According with the data published by the Central Bank in terms of production and price levels, the Costa Rican
economy showed a good performance during the previous year, however, the excess of expenditures over
revenues, remains the country with a growing fiscal deficit.
The Central Bank shows that the increase in domestic borrowing by the Central Government is causing an increase
in the level of interest rates and thus more expensive on credit, which directly impacts on the development of
economic activity.
Real GDP, annual variation in %

2008

2009

2010

2011

Basic Rate in %, eop

2012

2005

8

18

6

16

2006

2007

2008

2009

2010

2011

2012

14

4

12
10

2

8

0

6
4

-2

2

-4

0

Latin America

Costa Rica
Basic Rate in %, eop

The monthly index of economic activity (MIEA) increased 3.88% in April over the same month last year, recently
the central bank. This is the third consecutive month in which the result is greater than the previous month.
This index is an indicator that attempts to measure the variation of the physical production of goods (such as
microprocessors and potatoes, for example) and services (education and health, for example). According to the
publication in the newspaper “La Nacion”, the indicator used is the cyclical trend series, which excludes seasonal
and irregular factors.
These results are framed in a context of monetary policy consistent with this objective, the absence of demand
pressures, exchange rate stability, supply shocks in agricultural output and inflation expectations downward trend,
although still remain above the inflation target.
While in the past three years, Costa Rica recorded a major breakthrough in the disinflation process and went from
having one of the highest inflation in Latin America to be among the countries with lower inflation, in fact the
lowest in Central America in 2011; the existing conditions pose risks and restriction for the purpose of
consolidating the disinflation process.
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As for the balance of payments concerns in 2011 the current account deficit increased from 3.5% to 5.2% of GDP,
mainly as a result of the deteriorating trade account, which went from 11.2 % to 14.1% of GDP. One of the factors
that affected the trade deficit was the largest oil bill, whose value increased US$ 550 million in the year (1.3% of
GDP).
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The goal for Foreign Direct Investment for 2011 is 500 million more than in 2010, the year closed with 1.450
million, surpassing the expectations set at 1.300 million.
The projection is part of the government plan to reach the 9 billion dollars in FDI during the four Laura Chinchilla
administrations (2010-2014).
The free zone companies were leaders in 2010 as a sector. Preliminary data from the Central Bank to September
show that 55% of the investment was attracted in a free zone and 25% for regular companies. The real estate sector
attracted 11%, followed by the financial sector (6%), while the infrastructure in tourism and inward sector were
the least opportunities won with 3% and 1% respectively.
The incentive for foreign investment promotes exports, whose goal for 2014 is 17 billion cumulatively since 2010
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Tourism
By 2011, based on the "Calendar Semester" of Costa Rica Tourism Institute, there were 2,195,960 foreign tourists
in total.
The main drivers in tourism for Costa Rica are the perfect year-round weather, the strategic position outside the
hurricane season, and the natural beauty. Moreover, the proximity to major US and Canadian cities with direct
flight to San Jose and Liberia has been another major driver.
The two international airports in Costa Rica which has been the gateway for 67% of tourists, of which 84% used
the Juan Santamaria, and 16% admitted by the Daniel Oduber in Liberia, Guanacaste.
Only in December, international tourists totaled 217,743, which represented an increase of 7.6% in visitor
numbers over the same month of 2010.
Among the major markets of tourists to Costa Rica, South America was the fastest growing area with an 8.2%,
followed by Europe with 4.8% and North America grew by 3.9%.

Transportation for Costa Rica’s International Tourists arrivals, 2011
By Land

Airway

Juan Santamaría International Airport

Daniel Oduber International Airport

0%
57%
32%

68%

11%

United States remains the main source of tourists to Costa Rica, but in December 2011 the number of Brazilian
visitors grew by 29.5%.
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Economic Overview of Central Pacific Region
The Central Pacific possesses the beaches closest to the capital city. Among the best known are Punta Leona,
Playa Jacó, Herradura, the Manuel Antonio National Park and Playa Dominical. They enjoy the characteristics of a
very hot and humid climate, with a season of brilliant sunshine from December through the end of April and warm
waters all year long.
Hills covered with green forests compose the common landscape of the area. Some of the features which have
made Manuel Antonio one of the places most preferred by the tourists are the white sand beaches, cliffs, rivers,
rain forests, the large variety of animal life, and the hot climate.

Central Pacific Region

Los Sueños Resort & Marina

Herradura Bay is home to Los Suenos Resort, featuring the only government-sanctioned marina in Costa Rica and
the most sophisticated boater facility in all of Central America. Other resort amenities include a five-star Marriott
Hotel, casino, restaurants, spa services and an 18-hole championship golf course that borders on a 600-acre
rainforest preserve.
International sport fishing and yachting enthusiasts are flocking to the Central Pacific, world renowned for the
abundance and variety of species found year-round in its waters, including record numbers of sailfish, martin,
tuna, dorado and wahoo. Tour agencies throughout the region offer sport fishing charters and water sport activities.
Almost every activity that makes Costa Rica famous can be found right here in Garabito. From the extreme to the
passive, Garabitos got it all: parasailing, hand gliding, canopy tours, horseback riding, aquatic sports of every kind,
off road vehicles and motocross, mountain biking, snorkel, diving, fishing, kayaking, surfing and an abundance of
hiking trails and waterfalls including Bijagual, the largest waterfall in Costa Rica.
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Jacó Beach
The most popular destination of the Central Pacific is the town of Jacó, located in the Municipality of Garabito.
Jacó Beach continues to maintain its status as the fastest growing and most developed tourism region in Costa
Rica. A solid infrastructure and modem conveniences have attracted international investors and conglomerates. At
present, there are close to a dozen major resort and urbanization projects underway. Jacó major economic activities
include tourism, agriculture, cattle farming, and teak.

File Reference: (924LLC)

31

83.82± Acre Properties, Playa Hermosa, Costa Rica

Valuation
Highest and Best Use
Fundamental to the concept of value is the principle of highest and best use which is defined as that use which
would most likely produce the greatest net return to the land over a given period of time, bearing in mind that the
reference to net return is not limited to monetary advantage but may be in the form of amenities.
The four essential tests of highest and best use are:





Legally permissible;
Physically possible;
Financially feasible; and
Maximally productive.

Highest and Best Use as Vacant
Regarding the site as if vacant, the legal permissibility, physical possibility, financial feasibility, and maximum
profitability must be determined. In the case of the subject properties, these factors have been analyzed as follows.

Legal Permissibility



At present, this area does not have a zoning plan outlining land uses. The
municipality is drafting a development plan that will include Jacó and Playa
Hermosa. The client has provided us with Land Use letters from the
Municipality of Garabito dated November 24th, 2009, as well as Density
Studies dated October 24, 2012, indicating that the municipality would allow
the proposed density for a potential development of the subject properties.
This has been verified with officials from the Municipality of Garabito.



The letters state that construction of houses, condominiums, casinos, hotels,
stores, clinics, hospitals, restaurants and bars is allowed, as the subject
properties are located within a “commercial, touristic and hotel zone”. These
letters indicate for the purposes of receiving construction permits a number
of studies are necessary, including legal, regulatory, environmental,
economic, urban, roads, patrimonial, impact, infrastructure, soil, drainage,
servicing, etc.



The local government authorities appear to allow the subject properties a
density of 75%. We have been provided with Density Studies dated October
24, 2011. (See Appendix C)



Given that the current legal uses are relatively broad compared with North
American standards, the proposed development would appear consistent with
existing regulations and community development standards in the
Municipality of Garabito.
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Physical Possibility

Financial Feasibility



Given the 83.82±-acre site and the excellent location directly adjacent to
Hermosa Road and Hermosa Beach as well as accessibility from the
Costanera Highway, no physical characteristics would appear to impede the
proposed development. However, it appears that some of the lands are
depressed and appear to be frequently inundated or saturated by surface or
ground water and support vegetation typically adapted for life in saturated
soil conditions. This might present an additional cost for development of the
subject properties.



The overall site is somewhat irregular in shape, with the topography of the
site generally level.



As long as the subject property is capable of supporting development from an
environmental, structural and soils perspective, we consider the site, strictly
from a physical standpoint, able to support a wide range of land uses,
including residential and commercial developments.



We have not examined the proposed development from a financial feasibility
perspective as per our instructions. It would appear there has been little or no
activity in the land market in the Central Pacific region. Knowledgeable
market participants have advised that since 2008, when the velocity of the
market and the volume of activity appeared to be on the rise, due to the
international crisis vendor expectations resulted in properties being
withdrawn from the market and listing prices reduced considerably, in view
that few or no properties were being sold.
Jacó and Hermosa are the beaches within the shortest driving distance from
San José. Concessionaire Autopistas del Sol SA is responsible for the
construction and management of the San José – Caldera highway, one of the
most important routes for the transportation and the country’s economy. The
road connects the capital of San Jose with the Central Pacific on a journey of
77 km which substantially reduces travel time, in comparison to the other
routes available.
The opening of this highway has considerably reduced travel times. Clearly
there are benefits to open this route, as it allows faster access for travel
between San Jose and areas of the Pacific coast, including the city of
Puntarenas, Jacó, the port of Caldera and all cities with tourist centers along
the coastal road and by serving as liaison with the central, south and north.
Tourist arrivals in Costa Rica have remained strong, with Brazilian tourists
travelling to Costa Rica increasing by 29.5%.









Mixed use Residential - Commercial development is considered to be the
most financially feasible form of development from a revenue perspective in
the current Central Pacific marketplace due to strong end-user demand in
relatively high levels of North American and European investment.

File Reference: (924LLC)

33

83.82± Acre Properties, Playa Hermosa, Costa Rica

Maximum Productivity



The subject property’s site size and natural amenities would allow for
residential and commercial uses.



Due to the previous development of bungalows and houses adjacent to the
subject properties, it is a possibility that for the maximum productivity of the
site to be realized, acquiring these adjacent lands would make any
development more aesthetically consistent.



Of the possible uses for the subject property, the proposed residential
commercial development is considered to be overall, the most productive for
the subject property.

Conclusion



“As Vacant”



Upon reflection of the four criteria of legal permissibility, physical
possibility, financial feasibility, and maximum productivity, the highest and
best use for the subject property is considered to be as follows:
Holding property “as is” until permits facilitate comprehensive mixed-use
residential/commercial development with the ultimate utility essentially as
proposed.
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Valuation Methodology
Traditionally, there are three accepted methods of valuing real property:

Cost Approach

Direct Comparison Approach

Income Approach
The selection of a relevant methodology depends upon the nature and characteristics of the real estate under
consideration.
1)

The Cost Approach to value is based upon the economic principle of substitution, which holds that the
value of a property should not be more than the amount by which one can obtain, by purchase of a site and
construction of a building without undue delay, a property of equal desirability and utility. Cost may be
estimated on two different bases: reproduction cost and replacement cost.




Reproduction Cost is the estimated cost to construct, as of the effective appraisal date, an exact duplicate
or replica of the building being appraised, insofar as possible using the same materials, construction
standards, design, layout, and quality of workmanship and embodying all the deficiencies, super
adequacies and obsolescence of the subject building.
Replacement Cost is the estimated cost to construct, as of the effective date, a building with utility
equivalent to the building being appraised, using contemporary materials, standards, design and layout.
When this cost basis is used some existing obsolescence in the property is assumed to be cured.

2) The Direct Comparison Approach examines the cost of acquiring equally desirable and valuable
substitute properties, indicated by transactions of comparable properties, within the market area. The
characteristics of the sale properties are compared to the subject property on the basis of time and such
features as location, size and quality of improvements, design features and income generating potential of the
property.
3)

The Income Approach recognizes that for many market participants, the primary purchase criteria are the
property's ability to generate income. In this approach, the potential income the property is capable of generating
is analyzed and then converted into an expression of market value by the application of an appropriate technique.
There are two main Income Approaches used by market participants.


The Income Approach via Overall Income Capitalization method is based solely upon the conversion
of current earnings directly into an expression of market value in much the same way that stocks are valued
through the use of a price-to-earnings multiplier. In this method, the net operating income for the
forthcoming year is capitalized by an overall capitalization rate which represents a typical investor’s
expectations as witnessed in the sales and listings of similar properties.



The Income Approach via Discounted Cash Flow Analysis involves forecasting the future earnings
for a prescribed time period and then discounting these annual amounts and the reversionary value of the asset
to arrive at an expression of current market value. This technique is predicated upon a number of
assumptions with respect to lease renewals and inflation, etc., and thus is considered somewhat less objective
than the traditional Overall Income Capitalization method.
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Two rates must be selected for an application of the DCF process:
•
•

The internal rate of return or discount rate used to discount the projected receivables; and
An overall capitalization rate used in estimating reversionary value of the asset.

The reversionary capitalization rate utilized is usually similar to the rate that would be applied in present market
conditions.
The Appraisal Institute of Canada prescribes six approaches to estimating the market value of vacant land
including:
•
•
•
•
•
•

The Direct Comparison Approach.
The Abstraction Approach.
The Extraction Approach.
The Land Residual Approach.
Ground Rent Capitalization.
The Subdivision Development Approach.

Selection of Relevant Methodology
Since the subject property is a site that is suitable for development and, as of the effective date, is assumed to be
approved for redevelopment to a mixed-use commercial residential development, purchasers would analyze the
property on the basis of its location and physical characteristics, as well as its economic characteristics.
For this reason the Direct Comparison Approach will be used in deriving and estimating the value of the subject
lands. The direct comparison approach may be used to value land that is actually vacant or land that is considered
as though vacant for appraisal purposes.
To apply this method, data on sales and listings of somewhat similar parcels of land are collected, analyzed,
compared, and adjusted to provide a value indication for the lands being appraised. In the comparison process, the
similarity or dissimilarity of the parcels is considered.
The appraiser must perform several tasks in developing an opinion of land value:
 Gather data on actual sales as well as listings, offers and options
 Identify the similarities and differences in the data
 Identify the highest and best use of each potential comparable sale
 Identify units of comparison (selling price per acre or square meter) that explain market behavior
 Adjust the sales prices of the comparables to account for the dissimilar characteristics of the land being
appraised
 Form a conclusion as to the market value of the land
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Site Value(s): Direct Comparison Approach
The Direct Comparison Approach is based on the Principle of Substitution which maintains that a prudent
purchaser would not pay more for a property than the cost to purchase a suitable alternative property which
exhibits similar physical characteristics, tenancy, location, etc. Within this approach, the property being valued is
compared to properties that have sold recently or are currently listed and are considered to be relatively similar to
the subject property. Typically, a unit of comparison (i.e. sale price per square foot, sale price per acre) is used to
facilitate the analysis. In the case of properties similar to the subject, the sale price per acre is commonly used.

Selection of Comparable Land Sales
The Direct Comparison Approach is based on the Principle of Substitution which maintains that a prudent
purchaser would not pay more for a property than what it would cost to purchase a suitable alternative property
that exhibits similar physical characteristics, tenancy, location, etc. Within this approach, the properties being
valued are compared to properties that have sold recently or are currently listed and are considered to be relatively
similar to the subject property. Typically, a unit of comparison is used to facilitate the analysis. In the case of
properties similar to the subject properties, the sale price per square meter is the most commonly used unit of
comparison.
We have researched the local market area for transactions involving similar properties and components as the ones
contained in the subject property. Based on our investigations, the following were considered most comparable.
Unfortunately, we were unable to confirm any comparable sales, however, the following are considered
competitive properties that are currently listed. The listing are summarized as follows:

Index
#

Location Sq Meters

1 Hermosa
2
Jaco
3
Jaco
4
Jaco
5
Jaco
6 Esterillos
7
Jaco
8 Hermosa

45,000
8,352
18,000
14,068
56,000
194,251
22,900
21,267

Subject Hermosa 339,353.56

Ocean
Ocean
Frontage Frontage
Price
Status
(m)
Ratio/Area
$ 7,200,000 Listing
156.23
288.04
$ 6,264,000 Listing
109.85
76.03
$ 13,500,000 Listing
99.58
180.76
$ 18,000,000 Listing
67.11
209.63
$ 4,900,000 Listing
$ 10,200,000 Listing
259.08
749.77
$ 19,465,000 Listing
77
297.40
$ 6,380,100 Listing
120
177.23
864

Sale
Date

$/Sq
Meter

Listing $160.00
Listing $750.00
Listing $750.00
Listing $1,279.50
Listing
$87.50
Listing
$52.51
Listing $850.00
Listing $300.00

392.77
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Aerial of Comparables 2, 3, 4, 5 and 7 along Jacó Bay
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Aerial of Comparables 1, 6 and 8 along Playa Hermosa and Esterillos
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Analysis
Sale Date



Where the market is changing, it may be necessary to adjust prices to
reflect the time difference between the date of sale of a comparable
property and the date of valuation.

Property Rights
Conveyed



When real property rights are sold, they may be the sole subject of the
contract or the contract may include other rights. In the sales comparison
analysis, it is pertinent that the property rights of the comparable sale be
similar to the property rights of the subject property.

Financing Terms



The transaction price of one property may differ from that of a similar
property due to different financing arrangements. Financing arrangements
may include existing mortgages at favorable interest rates or paying cash
to a lender so that a mortgage with a below-market interest rate could be
offered.

Conditions of Sale



Adjustments for conditions of sale usually reflect the motivations of the
purchaser and vendor. In some cases the conditions of sale significantly
affect transaction prices. Sales that reflect unusual situations, require an
appropriate adjustment for motivation or sale condition. For example,
power-of-sale conditions involve a certain degree of urgency on part of the
lender - leading to a somewhat lower sale price than what would
otherwise be expected.

Location



An adjustment for location within a market area may be required when the
locational characteristics of a comparable property are different from those
of the subject property. Excessive locational differences may disqualify a
property from use as a comparable. Although no location is inherently
desirable or undesirable, the market recognizes that one location is better
than, similar to, or worse than another.

Site Utility



Site utility adjustments take into account site size and configuration and
other emcumbrances that may have impact upon development. As site
size decreases, certain types of development can become problematic from
the standpoint of physical and financial feasibility. A site size that allows
for more flexibility in development is favoured over a smaller more
restrictive site. The configuration of the site will have impact upon
maximum usable area of the site. Oddly configured sites tend to have more
leakage of usable land. In residential developments, water frontage and ocean
view are considered a very positive characteristic.

Development Potential



Land use regulations play a big part in determining the value of a
property. Permitted land uses are generally reflected in the sale price, as
are permitted development densities. Adjustments may be required to
differentiate between densities as well as permitted uses.
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The Appraisal Institute of Canada recommends the use of "paired sales analysis" in the derivation of adjustments.
This involves locating two very similar sales that sell in a similar time period. If the two sales differ in only one
key feature, then the difference in sale price can be used as the "market indicator" for the adjustment for that
feature. In practice, this concept usually only applies to newer homes in a subdivision. Development sites tend to
be unique and, therefore, in practice it is not usually possible to find paired sales to derive adjustments. In the
absence of paired sales, it is the appraisers' experience and judgment (based on observation), which is used for
adjustments. A table of the relative adjustments is presented on the following pages.
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Index 1 is located in Playa Hermosa, adjacent the subject properties.
This index is located to the southeast of the subject and reportedly
sold in January 2011, for an estimated price of $14.75 million USD.
However, based on our research and contact with the property
owner, we are unable to confirm this sale.
The index has a size of 45,000 square meters with a reported ocean
frontage of approximately 156.23 meters. It has been indicated by
the current owner that the property has been listed for less than a
year with an asking price of $7.2 million USD or $160/m2. The
index is currently vacant however it is the site for the once proposed
Diamond Beach Towers, a planned high-rise condominium
development which was never built. The property has SETENA
permits in place for a 200 room hotel and 200 condominiums. At the
time of our 2008 previous report, we confirmed that this property
had been sold by the owner of the subject properties in 2006, for
$13,500,000 USD or $300 per square meter. The current listing is
approximately 1/2 of the original asking price.
This index would be considered superior to the subject properties in
terms of configuration and ocean frontage, with very similar location
and accessibility. While both indices are across from Hermosa
Beach, separated by the same road, the discussed bungalow and
housing development located to the southwestern side of the subject indicates that it has an inferior frontage than
Index 1, given that it is not as aesthetic. Furthermore this index has greater amount of relative ocean frontage to
the subject properties. It appears that no adjustment is necessary for possible density; however a significant
downward adjustment is warranted for the inverse relationship of size to value.
Overall, a significant downward adjustment is considered reasonable.
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Index 2 is located in Jacó, within relative proximity to the
subject properties. It comprises a listing of a beachfront
parcel with a total area of 8,352 square meters and an ocean
frontage of approximately 109 lineal meters. The listing
price indicated by the sales agent is US $6,264,000, or
$750 per square meter. The topography of the site is
generally level with no trees and a beach and it has a corner
location.
The realtor has informed us that this listing comprises a
titled property permitted for condominium development
and ready for construction.
This index would be considered superior to the subject
properties, in terms of location, accessibility and
configuration. It has a superior beachfront than the subject
properties in terms of relative amount of beach and also in
terms of quality, given that it has direct access to the beach
without being separated by a public road. Furthermore, there appears to be no evidence of wetlands as there is in
the subject properties. This comparable is also permitted and as such it does not have the speculative element
associated with raw land, given that it has been permitted within an area with high-rise condominium towers. A
significant downward adjustment is warranted for the inverse relationship of size to value.
Overall, a significant downward adjustment is considered reasonable.
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Index 3 is also located in Jacó, within a short driving distance
from the subject. This index represents a listing of a beachfront
parcel with a total area of 18,000 square meters and an ocean
frontage of approximately 99 lineal meters. It is listed for a
price of US $13,500,000 or $750 per square meter.
This index has somewhat flat topography with some palm trees
and sandy beachfront. The site is adjacent to the Best Western
Hotel and private homes and according to the agent is fully
titled. This property is also listed with another site located to
the northeast across the main road; however the above noted
price is only for the ocean front site.
As Index 2, this comparable would be considered superior to
the subject properties in terms of location, accessibility and
configuration. It has a superior beachfront than the subject
properties in terms of relative amount of beach and also quality,
given that it has direct access to the beach without being
separated by a public road. According to the realtor, this comparable is currently permitted. There seems to be no
evidence of wetlands. Furthermore a downward adjustment is warranted for the inverse relationship of size to
value.
Overall, a significant downward adjustment is considered reasonable.

File Reference: (924LLC)

44

83.82± Acre Properties, Playa Hermosa, Costa Rica

Index 4 is located in Jacó, within relative proximity to
Hermosa Beach. It comprises a listed parcel with an area
of 14,068 square meters and a beach frontage of 67
meters.
Since 2008, this property had been taken off the market. It
is for sale once more by the hotel owner at an asking price
of US $18,000,000 or $1,279.50 per square meter. This
site is not vacant and is improved with an old bungalow
type hotel with pool and other amenities. The buildings
have not been remodeled. The contributory value of the
improvements appears to be very low, as they would
probably have to be demolished upon redevelopment of
the site. The property has a 10 meters setback from the
river running along its eastern border. The site is adjacent
to the Diamante del Sol Residential Towers, one of the major high-rise developments within Jacó and the Central
Pacific. Its topography is generally level and it has excellent access to the main road as well as direct access to
Jacó Beach.
This comparable would be considered superior to the subject properties in terms of location, accessibility and
configuration. It has a superior beachfront than the subject properties in terms of relative amount of beach and also
quality, given that it has direct access to the beach without being separated by a public road. This comparable is
not permitted; however the owner of Index 4 reported that four years ago permits had been requested for a
residential project and that there was a possibility the permit file be reopened upon request. There seems to be no
evidence of wetlands within this index, however density would be lost due to the river on its eastern border and the
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necessary demolition of the improvements for redevelopment would represent an additional expense. Also, a
downward adjustment is warranted for the inverse relationship of size to value.
Overall, a significant downward adjustment is considered reasonable.

File Reference: (924LLC)

46

83.82± Acre Properties, Playa Hermosa, Costa Rica

Index 5 is located in Jacó, within relative proximity to Hermosa Beach. It comprises a listed parcel with an area of
56,000 square meters. The property is non-oceanfront with ocean views, situated along Pastor Diaz Avenue in
Jacó.
Index 5 has generally flat topography and is listed at a price of US $4,900,000 or $89 per square meter. The site is
vacant, and located along a main avenue. Due to its location the property has access to all utilities and is mostly
regular shaped.
This comparable would be considered superior to the subject properties in terms of location within Jacó and
accessibility from the town. However, this index is non-oceanfront thus inferior to the subject properties.
Adjustments are required in this regard. Also, a downward adjustment is warranted for the inverse relationship of
size to value.
Overall, a significant upward adjustment is considered reasonable.

File Reference: (924LLC)

47

83.82± Acre Properties, Playa Hermosa, Costa Rica

Index 6 is located in Esterillos, within short distance from
the subject properties to the southeast and it represents the
largest of the comparables. This index comprises a listed
waterfront parcel with a total area of 194,251 square
meters and approximately 259.08 meters of ocean
frontage. The listing price is $10,200,000 or $52.51 per
square meter. This site is improved with an abandoned
school, with a number of amenities such as student
residences, pool, basketball court, etc. Most of these
improvements have an estimated actual age of 9-10 years.
While these facilities might be incorporated into a
development, it appears that the contributory value of the
improvements is very low from a developer’s point of
view, and a redevelopment would require demolition and
clearing of the site. This is further substantiated by the
inability of the school to operate as a viable business in
previous years. The property was sold in the later part of
2005, however we were unable to verify the sales price in
that year. According to the listing agent this property is titled and the potential is for 300 living units, suggesting a
much lower density than what would be possible for the subject properties. Furthermore the configuration of this
site is inferior to the subject and the other indices, with a much lower relative amount of ocean frontage.
This comparable would be considered inferior to the subject properties in terms of location, accessibility and
configuration. Furthermore, it is much inferior in terms of relative amount of ocean frontage, however it has access
to the Esterillos beach without being separated by a public road. A significant adjustment would be necessary for
the lower density of Esterillos. Demolition of the improvements for redevelopment would also represent an
additional expense. A downward adjustment is warranted for the inverse relationship of size to value.
Overall, an upward adjustment is considered reasonable.
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Index 7 is located in Jacó, within relative proximity to Hermosa
Beach. It comprises a listed parcel with an area of 22,900 square
meters and a beach frontage of 77 meters.
This property has permitting in place for the development of two
condominium towers and a retail center. The current asking price
is $19,465,000 or $850 per square meter. This site is currently
vacant and according to the owner an estimated $1,000,000 USD
is the contributory value of improvements made to the site. These
improvements however pertain to drainage and minor preparation
of the site. The corner property has an estimated frontage of 200
meters along the street which provides access to the beach and
150 meters of frontage along Pastor Diaz Ave., Jacó’s main
boulevard.
This comparable would be considered superior to the subject
properties in terms of location, accessibility and configuration. It
has a superior beachfront than the subject properties in terms of
relative amount of beach and also quality, given that it has direct
access to the beach without being separated by a public road. In addition this comparable is permitted.
According to the owner the property has generally flat topography. A downward adjustment is warranted for the
inverse relationship of size to value.
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Index 8 comprises three beachfront parcels, each of approximately 7,089 square meters. Each lot is titled, and
serviced with electricity and water. Each of the lots has an approximate beach frontage of 40 lineal meters, for 120
lineal meters in total.
The current asking price is $300 USD/m2, highly negotiable upon a serious offer. The total price for the three
parcels considering the $300 USD/m2 is $6,380,100 USD. The property has generally flat topography, with
similar location, and accessibility as the subject. The lots are not separated from the beach by Hermosa Road,
making this Index superior to the subject properties in that regard.
Furthermore this index has greater amount of relative ocean frontage to the subject properties. A downward
adjustment is warranted for the inverse relationship of size to value.
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Adjustment Table
Comparables

Index 1

Index 2

Index 3

Index 4

Index 5

Index 6

Index 7

Index 8

Hermosa

Jacó

Jacó

Jacó

Jacó

Esterillos

Jacó

Hermosa

Listing

Listing

Listing

Listing

Listing

Listing

Listing

Listing

Sales Price

$7,200,000

$6,264,000

Area (sqm)

45,000,000

8,352

18,000

14,068

56,000

194,251

22,900

21,267

$160

$750

$750

$1,279.50

$87.50

$52.51

$850

$300.00

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

$160

$750

$750

$1,279.50

$87.50

$52.51

$850

$300.00

Similar

Superior

Superior

Superior

Superior

Inferior

Superior

Similar

Downward

Downward

Downward

Downward

Downward

Upward

Downward

Downward

Similar

Superior

Superior

Superior

Inferior

Inferior

Superor

Similar

Superior

Superior

Superior

Superior

Inferior

Inferior

Superior

Superior

Location
Sale Date

Price per sqm
Adjustments
Property rights
conveyed
Financing
terms
Conditions
of
sale
Market
conditions
Time
adjustment
Adjusted price
per sqm
Location
Physical
characteristics
Economic
characteristics
Overall
comparability

$13,500,000 $18,000,000

$4,900,000

$10,200,000 $19,465,000
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$6,380,100

Reconciliation and Final Estimate of Value
It is evident from our research that property prices have suffered from the economic crisis since our 2008 report.
To the best of our knowledge there have been no sales of parcels with similar dimensions to the subject property in
Jacó, Playa Hermosa or Esterillos, which are the areas of more relevance to our study.
Since our 2008 valuation of the subject properties, there have been declines in the list prices of our indices. Index 1
represented a sale of $511 USD/m2 in 2006 and is currently listed at $300 USD/m2. The difference in prices
represents a 37% decline in the original sale price.
Confidential sources provided us with information that this property had sold in January of 2011. However,
documentation from the Costa Rican National Registry states that the last transaction for this property took place
in 2006. In addition, we were able to contact the current owner, who has held this property in his possession for a
number of years. The property was listed less than a year ago.
Index 2 was listed at $2,155.17 USD/m2 in 2008, and is currently for sale at $750 USD/m2. A 65% decrease in the
list price is evident. Index 3 was listed at $1,250 USD/m2 in 2008, and is currently for sale at $750 USD/m2. A
40% decrease in the list price is evident. Index 4 was listed at $1,777 SD/m2 in 2008, and is currently for sale at
$1,279.50 USD/m2. The list price was reduced by 28%, moderate in comparison to the other indices.
Finally, our previous Index 5 located in Esterillos, in now listed with a 43% reduction from the previous list price.
We have observed an average reduction in the list prices of 49%, reflecting low vendor expectations.
Five of our comparables are located in Jacó, a location superior to that of the subject properties. Two comparables
are located along Playa Hermosa and one, the largest of all 8 is located in Esterillos, a location inferior to that of
the subject properties. We have maintained our previous 2008 indices, as the updated information is of relevance
to our study given the changes in the market place, in addition to having found a limited availability of properties
in the immediate vicinity of the area.
Of our comparables, Index 6 represents the largest in size and is of high relevance given the difference in areas
between the subject and the remaining comparables. Also, the properties located in Playa Hermosa are most
significant to our analysis.
The market evidence ranges from 8,352 to 194,251 square meters. Unadjusted market values range from $52.51 to
$1,279.50 per square meter, a significant variation by any standard. Indices 1 and 8 provide the clearest unadjusted
market evidence at $160 to $300 per square meter.
Both indices are located in close proximity to the subject.
Index No. 6 is also of significant interest due to its size being the largest comparable available and most similar to
the subject property in that aspect. It should be noted that this index has inferior density relative to the subject
property lower relative amount of ocean frontage and requires demolition and clearing of the site. On the other
hand, this index has direct access to the beach without a public roadway. However, overall a significant number of
upward adjustments would be warranted when comparing this property with the subject.
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Indices 2, 3, 4, 5 and 7 are all located in Jacó and are significantly smaller than the subject property. From the four
comparables, Index 5 is not a beachfront property; however it is the second largest index. For this reason we have
included it in our study, as larger properties are difficult to find in the area, however we have given very little
consideration to this index.
Generally speaking Indices 2, 3, 4, and 7 have a superior ocean frontage ratio relative to the subject property and
are all considered superior to the subject properties in terms of location and access and configuration.
Additionally they appear not to have sections like the subject properties that are depressed and appear to be
frequently inundated or saturated by surface water, which is considered somewhat of an impediment to
development. Overall these indices are difficult to compare directly to the subject properties due to the huge size
disparity and other factors such as location access and configuration.
Given the limited market evidence, we were unable to introduce sales to our study. We were advised however of
the following sales, part of the subject properties:
Lot A1: 10897.14 m2, sold for $3,750,000 USD or $344 USD/m2
We were unable to retrieve information from the Costa Rican National Registry to confirm the information
provided by an undisclosed source that this property was purchased in the end of 2011.
Lot B: 6,899.38 was sold late 2011 for $2, 600,000 or $376.84 USD/m2
Lot C: 6,899.21 was sold early 2012 for $ 2,750,000 or 398.60 USD/m2
Both lots B and C represent unconfirmed sales.
Also, confidential sources provided the following information of two lots which presumably sold within Hermosa
Palms. We were unable to confirm these sales.
1. 427m2 sold for $185,000 or $433.25 USD/m2 in 2011
2. 533m2 sold for $225,000 or $422.14 USD/m2 in early 2012
While the difference in size of these lots in contrast to the total area of the subject properties leaves little room for
comparison, we have included this information for reference.
Our two best indicators of market value, Indices 1 and 8 would suggest that the range for the subject property
would be within the $200 and $300 USD per square meter value range. Taking into consideration the
characteristics of the subject properties, both positive and negative, we are inclined to utilize the midpoint of the
value range, especially given the closer similarities between Index 1 and the subject.
Throughout the conduction of our research of the area, we have become aware that: have declined in listing values
by 49%, and further more that there has been little to no activity in the area of properties with similar
characteristics as those of the subject.
In 2008, our study provided us with evidence of the value of the subject properties at $375 USD/m2. Considering
all the factors named above, in addition to being unable to confirm the land sales presented numbered in this
section of the report, it is our professional opinion that $250 USD/m2 value for the subject properties is
appropriate.
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Final Estimate of Value
Based on our investigations, it is our opinion that market value of the subject site as of February 20, 2015
given the Assumptions and Limiting Conditions, and Extraordinary Assumptions and Limiting Conditions was:
FIFTY MILLION US DOLLARS
($50,000,000 US) (Rounded)
(Site area 339353.56 square meters X $150 per meter = U$50,000,000) rounded
(Site area 83.82 acres X U$ 607,288per acre = U$50,000,000) rounded
The value is based on the assumption that the properties were theoretically exposed to the market in an aggressive
international marketing campaign for a period of eighteen months prior to the valuation date.

The value estimate in this report is based on the following Extraordinary Assumptions
and Limiting Conditions:
•

It is assumed the properties are free and clear of all liens and encumbrances. We did not review and
cannot offer warranties or guarantees regarding title.

•

The area of 83.82± Acres has been obtained from the listing information and attached plans for the
subject site and is assumed correct. The land is comprised of various contiguous parcels as indicated by
enclosed copies of composite mapping.

•

We have reviewed preliminary plans for a proposed development on the site; however, consistent with
our instructions, we have completed a vacant land valuation on an “as is” basis.

•

We did not review environmental matters nor review the bearing qualities of the soils and we cannot offer
warranties in regard to these matters.



The site is accessible from its northwestern side along the San Jose-Caldera (Costanera) Highway and
from its southern side along the Playa Hermosa road.



We have determined, from the listing information that there is approximately 835.32 lineal meters or
2,740.55 lineal feet of road frontage to Playa Hermosa road, directly across from Hermosa Beach. In
addition there are 31.66 lineal meters or 103.87 lineal feet of road frontage along the San Jose-Caldera
(Costanera) Highway.

•

We have valued the subject properties as an assembled development property of 83.82 acres or 339,353
square meters.

Extraordinary Assumptions and Limiting Conditions
In addition to the general Assumptions and Limiting Conditions, attached hereto, the values reported are subject to
the following Extraordinary Assumptions directly related to the assignment, which found to be false, could alter
the value opinion.
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•

We assume all parcels: A1, A2, A3, A4, D, E, F, G, H, Costanera and T comprised within the subject
have been awarded Land Use documentation by the Municipal authorities, as well as density studies.

•

We assume density for all the parcels is the same at 75%.

•

To the best of our knowledge, the SETENA permits for Hermosa Paradise Urbanization include all
parcels: A1, A2, A3, A4, D, E, F, G, H, Costanera and T.

•

The letter from the President of Costa Rica regarding the non-expropriation of the subject properties was
provided by our client and has not been confirmed with the President. It is assumed that this letter is
factual and represents the position of the Government of Costa Rica regarding the non-expropriation of
the subject properties.
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CONTINGENT AND LIMITING CONDITIONS
1.

2.

3.

4.

5.

6.
7.

8.

This report has been prepared at the request of Carlos Mekbel for the purpose of providing an estimate of
the market value of the subject properties in Playa Hermosa, Costa Rica. It is not reasonable for any person
other than the person or those to whom this report is addressed to rely upon this appraisal without first
obtaining written authorization from Costa Rica Hermosa and the author of this report. This report has
been prepared on the assumption that no other person will rely on it for any other purpose and all liability to
all such persons is denied.
This report has been prepared at the request of Carlos Mekbel and for the exclusive (and
confidential) use of, the recipient as named herein and for the specific purpose and function as stated herein.
All copyright is reserved to the author and this report is considered confidential by the author and Costa
Rica Hermosa . Possession of this report, or a copy thereof, does not carry with it the right to reproduction
or publication in any manner, in whole or in part, nor may it be disclosed, quoted from or referred to in any
manner, in whole or in part, without the prior written consent and approval of the author as to the purpose,
form and content of any such disclosure, quotation or reference. Without limiting the generality of the
foregoing, neither all nor any part of the contents of this report shall be disseminated or otherwise conveyed
to the public in any manner whatsoever or through any media whatsoever or disclosed, quoted from or
referred to in any report, financial statement, prospectus, or offering memorandum of the client, or in any
documents filed with any governmental agency without the prior written consent and approval of the author
as to the purpose, form and content of such dissemination, disclosure, quotation or reference.
The estimated market value of the real estate which is the object of this appraisal pertains to the value of
the fee simple interest in the real property. The property rights appraised herein exclude mineral rights, if
any.
The concept of market value presumes reasonable exposure. The exposure period is the estimated length
of time the asset being valued would have been offered on the market prior to the hypothetical
consummation of a sale at market value on the effective date of valuation. The overall concept of
reasonable exposure encompasses not only adequate, sufficient and reasonable time but also adequate,
sufficient and reasonable effort. The reasonable exposure period is a function not only of time and effort,
but will depend on the type of asset being valued, the state of the market at the date of valuation and the
level at which the asset is priced. (The estimated length of the exposure period needed to achieve the
estimated market value is set forth in the Letter of Transmittal, prefacing this report).
The estimate of value contained in this report is founded upon a thorough and diligent examination and
analysis of information gathered and obtained from numerous sources. Certain information has been
accepted at face value, especially if there was no reason to doubt its accuracy. Other empirical data
required interpretative analysis pursuant to the objective of this appraisal. Certain inquiries were outside
the scope of this mandate. For these reasons, the analyses, opinions and conclusions contained in this
report are subject to the following Contingent and Limiting conditions.
The property has been valued on the basis that title to the real estate herein appraised is good and
marketable.
The author of this report cannot accept responsibility for legal matters, questions of survey, opinions of
title, hidden or unapparent conditions of the property, toxic wastes or contaminated materials, soil or subsoil conditions, environmental, engineering or other technical matters which might render this property
more or less valuable than as stated herein. If it came to our attention as the result of our investigation and
analysis that certain problems may exist, a cautionary note has been entered in the body of the report.
The legal description of the property and the area of the site were obtained from the client and are assumed
to be accurate. Further, the plans and sketches contained in this report are included solely to aid the
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9.

10.

11.

12.

13.

14.

15.

16.

17.

recipient in visualizing the location of the property, the configuration and boundaries of the site and
the relative position of the improvements on the said lands.
The property has been valued on the basis that the real estate is free and clear of all value influencing
encumbrances, encroachments, restrictions or covenants except as may be noted in this report and that
there are no pledges, charges, liens or special assessments outstanding against the property other than as
stated and described herein.
The property has been valued on the basis that there are no outstanding liabilities except as expressly noted
herein, pursuant to any agreement with a municipal or other government authority, pursuant to any
contract or agreement pertaining to the ownership and operation of the real estate or pursuant to any lease
or agreement to lease, which may affect the stated value or saleability of the subject property or any
portion thereof.
The interpretation of the leases and other contractual agreements, pertaining to the operation and
ownership of the property, as expressed herein, is solely the opinion of the author and should not be
construed as a legal interpretation. Further, the summaries of these contractual agreements are presented
for the sole purpose of giving the reader an overview of the salient facts thereof.
The property has been valued on the basis that the real estate complies in all material respects with any
restrictive covenants affecting the site and has been built and is occupied and being operated, in all
material respects, in full compliance with all requirements of law, including all zoning, land use
classification, building, planning, fire and health by-laws, rules, regulations, orders and codes of all
federal, provincial, regional and municipal governmental authorities having jurisdiction with respect
thereto. (It is recognized there may be work orders or other notices of violation of law outstanding with
respect to the real estate and that there may be certain requirements of law preventing occupancy of the
real estate as described in this report. However, such circumstances have not been accounted for in the
appraisal process).
Investigations have been undertaken in respect of matters which regulate the use of land. However, no
inquiries have been placed with the fire department, the building inspector, the health department or any
other government regulatory agency, unless such investigations are expressly represented to have been
made in this report. The subject property must comply with such regulations and, if it does not comply, its
non-compliance may affect the market value of this property. To be certain of such compliance, further
investigations may be necessary.
The property has been valued on the basis that there is no action, suit, proceeding or investigation pending
or threatened against the real estate or affecting the titular owners of the property, at law or in equity or
before or by any federal, provincial or municipal department, commission, board, bureau, agency or
instrumentality which may adversely influence the value of the real estate herein appraised.
The data and statistical information contained herein were gathered from reliable sources and are believed
to be correct. However, these data are not guaranteed for accuracy, even though every attempt has been
made to verify the authenticity of this information as much as possible.
The estimated market value of the property does not necessarily represent the value of the underlying
shares, if the asset is so held, as the value of the share could be affected by other considerations. Further,
the estimated market value does not include consideration of any extraordinary financing, rental or income
guarantees, special tax considerations or any other atypical benefits which may influence the ordinary
market value of the property, unless the effects of such special conditions, and the extent of any special
value that may arise therefrom, have been described and measured in this report.
Should title to the real estate presently be held (or changed to a holding) by a partnership, in a joint
venture, through a Co-tenancy arrangement or by any other form of divisional ownership, the value of any
fractional interest associated therewith may be more or less than the percentage of ownership appearing in
the contractual agreement pertaining to the structure of such divisional ownership. For the purposes of our
valuation, we have not made any adjustment for the value of a fractional interest.
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18.

19.

20.

21.

22.
23.
24.

In the event of syndication, the aggregate value of the limited partnership interests may be greater than the
value of the freehold or fee simple interest in the real estate, by reason of the possible contributory value of
non-realty interests or benefits such as provision for tax shelter, potential for capital appreciation, special
investment privileges, particular occupancy and income guarantees, special financing or extraordinary
agreements for management services.
Unless otherwise noted, the estimated market value of the property referred to herein is predicated upon
the condition that it would be sold on a cash basis to the vendor subject to any contractual agreements and
encumbrances as noted in this report as-is and where-is, without any contingent agreements or caveats.
Other financial arrangements, good or cumbersome, may affect the price at which this property might sell
in the open market.
Should the author of this report be required to give testimony or appear in court or at any administrative
proceeding relating to this appraisal, prior arrangements shall be made beforehand, including provisions
for additional compensation to permit adequate time for preparation and for any appearances which may
be required. However, neither this nor any other of these assumptions and limiting conditions is an attempt
to limit the use that might be made of this report should it properly become evidence in a judicial
proceeding. In such a case, it is acknowledged that it is the judicial body which will decide the use of this
report which best serves the administration of justice.
Because market conditions, including economic, social and political factors, change rapidly and, on
occasion, without notice or warning, the estimate of market value expressed herein, as of the effective date
of this appraisal, cannot necessarily be relied upon as of any other date without subsequent advice of the
author of this report.
The value expressed herein is in United States dollars.
This report is only valid if it bears the original signature(s) of the author(s).
These Contingent and Limiting Conditions shall be read with all changes in number and gender as may be
appropriate or required by the context or by the particulars of this mandate.
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DEFINITIONS
Property Interests
Fee Simple
Absolute ownership unencumbered by any other interest or estate subject only to the four powers of government.
Leased Fee Estate
An ownership interest held by a landlord with the right of use and occupancy conveyed by lease to others; the
rights of lessor or the leased fee owner and leased fee are specified by contract terms contained within the lease.
Leasehold Estate
The right to use and occupy real estate for a stated term and under certain conditions; conveyed by a lease.
General Definitions
Adjusted or Stabilized Overall Capitalization Rate is usually derived from transactions with excessive vacancy
levels or contract rents over/under market levels. In such cases, net operating income is “normalized” to market
levels and the price adjusted to reflect expected costs required to achieve the projected net operating income.
The Cost Approach to value is based upon the economic principle of substitution, which holds that the value of a
property should not be more than the amount by which one can obtain, by purchase of a site and construction of a
building without undue delay, a property of equal desirability and utility.
Direct or Overall Capitalization refers to the process of converting a single year’s income with a rate or factor
into an indication of value.
The Direct Comparison Approach examines the cost of acquiring equally desirable and valuable substitute
properties, indicated by transactions of comparable properties, within the market area. The characteristics of the
sale properties are compared to the subject property on the basis of time and such features as location, size and
quality of improvements, design features and income generating potential of the property.
Discount Rate is a yield rate used to convert future payments or receipts into a present value.
Discounted Cash Flow Analysis offers an opportunity to account for the anticipated growth or decline in income
over the term of a prescribed holding period. More particularly, the value of the property is equivalent to the
discounted value of future benefits. These benefits represent the annual cash flows (positive or negative) over a
given period of time, plus the net proceeds from the hypothetical sale at the end of the investment horizon.
Two rates must be selected for an application of the DCF process:
 The internal rate of return or discount rate used to discount the projected receivables;
 An overall capitalization rate used in estimating reversionary value of the asset.
The selection of the discount rate or the internal rate of return is based on comparing the subject to other real estate
opportunities as well as other forms of investments. Some of the more common benchmarks in the selection of the
discount rate are the current yields on long-term bonds and mortgage interest rates.
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Exposure Time is the property's estimated marketing time prior to a hypothetical sale at market value on the
effective date of the appraisal. Reasonable exposure time is a necessary element of a market value definition but is
not a prediction of a specific date of sale.
Highest and Best Use - The purpose of a highest and best use analysis is to provide a basis for valuing real
property. Highest and best use is defined by the Appraisal Institute of Canada as:
“that use which is most likely to produce the greatest net return over a period of time.” The highest and
best use must be legally permissible, physically possible, financially feasible and maximally productive.
The Income Approach to value is utilized to estimate real estate value of income-producing or investment
properties.
Internal Rate of Return is the yield rate that is earned or expected over the period of ownership. It applies to all
expected benefits including the proceeds of sale at the end of the holding period. The IRR is the Rate of Discount
that makes the net present value of an investment equal zero.
Market Value - The Uniform Standards of Professional Appraisal Practice adopted by the Appraisal Institute of
Canada define market value as:
"The most probable price which a property should bring in a competitive and open market under all
conditions requisite to a fair sale, the buyer and seller each acting prudently and knowledgeably, and
assuming the price is not affected by undue stimulus."
Implicit in this definition is the consummation of a sale as of a specified date and the passing of title from seller to
buyer under conditions whereby:
 Buyer and seller are typically motivated;
 Both parties are well informed or well advised and acting in their own best interests;
 A reasonable time is allowed for exposure in the market; and
 Payment is made in cash in US dollars or in terms of financial arrangements comparable thereto.
The price represents the normal consideration for the property sold, unaffected by special or creative financing or
sales concessions granted by anyone associated with the sale.
Net Operating Income is the actual or anticipated net income remaining after all operating expenses are deducted
from effective gross income before debt service and depreciation. Net Operating Income is usually calculated for
the current fiscal year or the forthcoming year.
Overall Capitalization Rate is an income rate that reflects the relationship between a single year’s net operating
income expectancy and the total property price. The Overall Capitalization Rate converts net operating income
into an indication of a property’s overall value.
Reasonable Exposure Time - Exposure time is always presumed to precede the effective date of the appraisal. It
may be defined as:"The estimated length of time the property interest being appraised would have been
offered on the market prior to the hypothetical consummation of a sale at market value on the effective date
of the appraisal. It is a retrospective estimate based upon an analysis of past events assuming a competitive
and open market."
A Yield Rate is applied to a series of individual incomes to obtain a present value of each.
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Certification
Re: 83.82± ACRES, PLAYA HERMOSA, COSTA RICA
I certify that, to the best of my knowledge and belief:


The statements of fact contained in this report are true and correct.



The reported analyses, opinions and conclusions are limited only by the reported assumptions and limiting
conditions, and are my personal, unbiased professional analyses, opinions and conclusions.



I have no present or prospective interest in the property that is the subject of this report, and I have no
personal interest or bias with respect to the parties involved.



I have no bias with respect to the property that is the subject of this report.



My compensation is not contingent upon the reporting of a predetermined value or direction in value that
favours the cause of the client, the amount of the value estimate, the attainment of a stipulated result, or the
occurrence of a subsequent event.



My analyses, opinions and conclusions were developed, and this report has been prepared, in conformity
with the Canadian Uniform Standards of Professional Appraisal Practice and with the requirements of the
Code of Professional Ethics and Standards of Professional Practice of the Appraisal Institute of Canada.



Gary Laughton, AACI, MRICS, AACI made personal inspections of the properties that are the subject of
the report on March 24, 2012.



We have the knowledge and experience to complete the assignment competently.



The Appraisal Institute of Canada has a Mandatory Recertification Program for designated members. As of
the date of this report, Gary Laughton, AACI, MRICS, AACI, has fulfilled the requirements of the
program.



The value estimate contained in this report applies as at the effective date of valuation as defined within
the body of this report.

Final Estimate of Value
Based on our investigations, it is our opinion that market value of the subject site as of April 20, 2012 given the
Assumptions and Limiting Conditions, and Extraordinary Assumptions and Limiting Conditions was:
FIFTY MILLION US DOLLARS
($50,000,000 US) (Rounded)
(Site area 339353.56 square meters X $150 per meter = $85,000,000) rounded
(Site area 83.82 acres X$607,288 per acre = $50,000,000) rounded
The value is based on the assumption that the properties were theoretically exposed to the market in an aggressive
international marketing campaign for a period of eighteen months prior to the valuation date.
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The value estimate in this report is based on the following Extraordinary Assumptions and
Limiting Conditions:


It is assumed the properties are free and clear of all liens and encumbrances. We did not review and cannot
offer warranties or guarantees regarding title.



The area of 83.82± Acres has been obtained from the listing information for the subject site and is assumed
correct. The land is comprised of various contiguous parcels as indicated by enclosed copies of composite
mapping.



We have reviewed preliminary plans for a proposed development on the site; however, consistent with our
instructions, we have completed a vacant land valuation on an “as is” basis.



We did not review environmental matters nor review the bearing qualities of the soils and we cannot offer
warranties in regard to these matters.



The site is accessible from its northwestern side along the San Jose-Caldera (Costanera) Highway and from
its southern side along the Playa Hermosa road.



We have determined, from the listing information that there is approximately 835.32 lineal meters or
2,740.55 lineal feet of road frontage to Playa Hermosa road, directly across from Hermosa Beach. In
addition there are 31.66 lineal meters or 103.87 lineal feet of road frontage along the San Jose-Caldera
(Costanera) Highway.



We have valued the subject properties as an assembled development property of 83.82 acres or 339,353
square meters.

Extraordinary Assumptions and Limiting Conditions
In addition to the general Assumptions and Limiting Conditions, attached hereto, the values reported are subject to
the following Extraordinary Assumptions directly related to the assignment, which found to be false, could alter the
value opinion.


We assume all parcels: A1, A2, A3, A4, D, E, F, G, H, Costanera and T comprised within the subject have
been awarded Land Use documentation by the Municipal authorities, as well as density studies.



We assume density for all the parcels is the same at 75%.



To the best of our knowledge, the SETENA permits for Hermosa Paradise Urbanization include all
parcels: A1, A2, A3, A4, D, E, F, G, H, Costanera and T.



The letter from the President of Costa Rica regarding the non-expropriation of the subject properties was
provided by our client and has not been confirmed with the President. It is assumed that this letter is
factual and represents the position of the Government of Costa Rica regarding the non-expropriation of the
subject properties.
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The appraiser(s) reserves the right to review and revisit this report should at a future date a re-inspection, if
necessary, of the subject property indicate deficiencies with regards to assumptions required to provide a market
value report.
COLLIERS LATIN AMERICA LLC.

Gary Laughton, AACI, AAPI, MRICS, P. App.
Vice President, Latin America - Caribbean

File Reference: (924LLC)

