Dear Lender:

The purpose of this memorandum is to update you on the status of the sale of the Islamorada property.  As you should be aware, we received several letters of intent from potential purchasers of the Islamorada property.  These letters varied widely in purchase price and terms and after meetings with prospective purchasers and other due diligence, the Islamorada committee and I narrowed the proposed offers down to two—one from Landology and another from Stonehouse Management (owners of the Casa Morada).

The executed Landology LOI is attached. They are offering to purchase the property for $ 6,080,000 dollars. Of this amount, $ 3,000,000 will be paid in cash at the time of closing and $ 3,080,000 will be financed by you in the form of a first mortgage on the property. This mortgage will earn 6% and be paid off in no more than three years or four years if the buyer exercises a one year option to extend. Landology is proposing to invest $ 6,700,000 of equity (including the $ 3,000,000 cash to lenders at closing), which will come behind the first mortgage from you. They have already put up the $ 500,000 deposit as required by the LOI and this deposit will go hard at the end of a 60 day due diligence period which started upon execution of the LOI last Thursday. Finally they agreed to pay carrying costs for the property of $ 20,000 per month from the date the LOI was executed through the end of the due diligence period. This will be paid to us weekly once the property is dismissed from bankruptcy, which is expected to occur on July 2nd, 2009. Landology and Mac Construction (Frank Amedia) have disclosed that Landology intends to use Mac as construction manager for the job. In this position, Mac will assist Landology with an open bid process to obtain the lowest bid for each sub-trade. Landology and its investors view this as a positive in that one of the original lenders who will leave his money in (please see the paragraph below beginning “Additionally”) has knowledge of the project and the area and can help facilitate completion on time and within the cost budget. It should be noted that Mac will not act as GC.
Under this proposal, all lenders will receive the following. I am assuming the pari-pasu motion is heard and granted by order of the receivership court:

· Cash proceeds at closing of approx. $.10 per dollar invested after deducting the amount to pay off DIP loans, real estate taxes and legal expenses.

· Loan Interest over 3 years of approx. $.02 per dollar invested  
· And at loan payoff, approx. $.125 per dollar invested
· Total $.245 per dollar initially invested

Additionally, Landology will extend an offer to you to reinvest the cash you would receive at closing. You will hear more about that as Landology plans to host a conference call with a power point presentation that covers the material needed to make your decision.
· In this case, cash proceeds at closing would be reinvested in the Landology entity

· You would receive loan Interest over 3 years of approx  $.02 per dollar invested  
· And at loan payoff, approx. $.125 per dollar invested. 

· Return on equity investment of approx. $.22 per dollar invested.
· Total $.365 per dollar initially invested

Stonehouse Management, owners of Casa Morada, submitted a proposal to purchase the property for $ 5,042,500 all cash net to lenders. They offered a $100,000 deposit to be increased to $250,000 at the end of the due diligence period. They also agreed to pay the carrying costs but not in advance. The due diligence period would be 45 days from the date Stonehouse receives all the due diligence material with a right to extend for 15 additional days.
· The purchase price is $ 5,042,500 all cash ($5,200,000 – 3% commission = $157,500). 

· The proposed deposit is in two tranches: 1st Deposit :  $ 100,000  (escrowed with Stonehouse attorney) – asking for court order to approve their deal; 2nd Deposit : additional $ 150,000   (escrowed upon expiration of DD period.   

· Carry costs of $666 agreed to, but not escrowed or pre paid, 

As indicated above, I have signed the LOI with Landology. The major factors that influenced my decision are:

· The purchase price is $6,080,000 net to the sellers. I viewed the $5,042,500 from Stonehouse as too steep a discount to achieve an all cash offer. In several prior LOIs and in several meetings with this group, it was stated that they could not vale the property any higher.
· Landology is proposing to invest $6.7 M in equity into the project.

· The seller finance, although admittedly less attractive than all cash, will remain in first position and will, thus, be the highest priority secured by the property, now enhanced by the equity investment,in the event of default.

· Landology put into escrow a $500,000 deposit on execution of the LOI.

· Landology will pay our carrying costs from the date of execution of the LOI releasing the first payment to us when we have a court order dismissing the DB Islamorada case from bankruptcy ( which is scheduled to occur on July 2nd) and then sending weekly payments in advance thereafter.

· Stone house, as a condition of their offer, required me to obtain: 
a) written approval of transaction terms from the majority in interest of existing owners members; 
b) a court issue order approving contract and resolving all intra-existing owner issues (including para pasu and receivers certificates);

c) a bar order preventing any further litigation among the former members within 30 days after execution of LOI or Stone house can withdraw; the 30 day appeal period must expire without an appeal being filed.
I don’t know if I can obtain a) and c) above.
· Landology will allow us to take back up offers and continue to market the property during their due diligence period whereas Stonehouse’s offer prohibits  us from marketing and taking back up offers.
For your information both Randy Rieger and David Chambless did not submit offers.

The two LOIs have been posted on the website. for your review.  
Michael Goldberg
