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This Preliminary Information Memorandum (the “Memorandum”) has been prepared for the Center for the Americas (the “Center”) investment opportunity,.The sole purpose of this Summary Memorandum is to provide preliminary information to potential investors, assisting them in determining whether to proceed with an independent analysis of this opportunity. This Memorandum shall not be reproduced, distributed or used for any other purpose. 


I. Overview
The Center for the Americas (the "Center") will be a facility that houses a 3,500-seat Performing Arts Center, Exhibit Hall, and Office Complex that promises to be a profitable and exciting business located in San José Costa Rica. Currently, business, professional and government leaders, convention and entertainment promoters, and other stakeholders in local tourism have expressed the need for performing arts and meeting facilities in the region. The Center for the Americas will target the needs of these business, entertainment, and social groups that are looking for a centralized and prestigious place to hold a wide variety of functions.

The Vision Statement of the Center is "to bring to the people of Costa Rica and Latin America an internationally renowned music and fine arts center with convention facilities that will enrich their cultural, economic and social existence. [We] will provide pleasure to local and foreign travelers that will be celebrated in a beautiful, modern facility. Audiences from all over the world will be offered all the diversity, excitement and relaxation that musical and social events bring to our lives."

The Mission Statement of the Center is "(a) to provide business and social meetings the capabilities for large audiences with state-of-the-art sound, video, and lighting, (b) to present a diverse offering of the finest entertainment from classical music, rock, jazz, opera, theater and ballet in a sophisticated and modern setting, (c) to obtain for our investors a reasonable economic return for their interest in the project, and (d) to instill a sense of pride to all of Latin America in the Center for the Americas."

Investment Returns
This investment opportunity is projected to render, over the first five years of operations, an average 14.91% Return on Net Assets, an average 22.89% Return on Sales, and average Sales Growth of 18.25%.

II. Summary of the Project
The Center for the Americas will be a multipurpose, state-of-the-art, 3,500 seat Performing Arts Center with capabilities to adjust to different configurations to accommodate various types of events. Additionally, the Performing Arts Center will be configured to provide flexibility for banquets of 500 attendees, dance floor, disco or cabaret configurations, and 400 VIP luxury box seats.

The adjoining 6000 square-meter Exhibit Hall and 3000 square-meter Office Complex allow for a multiplicity of presentations and uses. The 3000 square-meter Office Complex will house offices, facility kitchen, storage, rehearsal and recording studios, retail shops and restaurants.

III. Strategic Opportunity
An investment in the Center for the Americas would enable a shareholder or debt holder to capture the economic and strategic benefits of a well managed company in a high-growth segment of the tourism industry. The Center for the Americas provides a platform by which an investor could (a) enter this segment of the tourism industry, or (b) augment, diversify, or hedge existing holdings in the tourism or other interrelated industries. The advantages over other prospective strategic opportunities that the Center for the Americas offers are its strategic location within an attractive investment climate, a degree of product differentiation in a currently undeveloped market segment, and the expectations of a high-margin product and demand-driven growth.

IV. Key Value Drivers
Several critical elements create the underlying value of the Center for the Americas investment opportunity, including factors that differentiate it from other prospective targets.
IVa. Investment Climate
The Center for the Americas' strategic positioning in San José, Costa Rica serves various beneficial functions. Costa Rica is centrally located within the American continent with Pacific and Atlantic ports, an extensive highway system, and two international airports. Costa Rica has been famed the "Switzerland of the Western Hemisphere" because of its stable democracy and peaceful business and political climate. In recent years, the country has experienced steady improvement in its infrastructure, transportation, telecommunications and significance of foreign investment. Costa Rica is an active member of the World Trade Organization, the Central American Common Market, and is prioritizing the creation (expected by 2005) of the Free Trade Area of the Americas.Costa Rica also enjoys a 95% literacy rate and competitive wage rates compared to those of highly developed countries. Based on studies performed by the Association of American Chambers of Commerce in Latin America, Costa Rica's labor force is among the most productive in Latin America. The population is also known for its computer literacy and English language skills.

The government has created laws to encourage foreign investment, such as those that protect the rights of corporations to have full ownership and control of their assets and property. Further assisting corporate activity in Costa Rica are the privacy of banking laws allowing companies to repatriate funds without restrictions. Costa Rica now enjoys the presence of almost 20% of all Fortune 500 companies.

Currently, tourism is the second-largest contributor to the country's GDP. Other important industries include production of electric circuits and microstructures, pharmaceuticals, food processing, agriculture, construction, electronics, apparel, and call centers.

IVb. Product Differentiation
Costa Rica is an attractive business location due to the lack of current industry competition. The government is interested in the success of this project due to the tax revenues, employment, and general tourist and economic activity in downstream industries that this project would generate for the country.

The Center for the Americas will provide a critical level of differentiation over its competitors in terms of products offered. This enterprise can provide versatility to its clients as well as the types of events serviced, the quality level of its products, and the market segment targeted for each sector. The Center for the Americas' CEO, Dr. Douglas Middleton M.D., has accomplished international site visits and has assembled a professional team of architects, engineers and consultants. His efforts ensure that the Center will be a world-class facility with a differentiated product from that which is currently offered in the market. The Center will be marketed as one of class and sophistication through the quality of its architecture, construction, sound, lighting, video, and other internal technical and esthetic features. The Center will prove to be one that will call for return business from circuits of entertainers, business and social groups. The marketing of the Center will consist of aggressive efforts in Latin America and internationally.

As globalization has exponentially expanded without precedent in recent years, it is expected that the market timing of this new product will significantly provide advantage to the Center's marketing and promotion efforts. Trade barriers continue to dissolve in Latin America, and this is expected to increase the Center's customer base and improve cost efficiencies in the marketing and operations of the Center.

IVc. High Margin Product
The expected operating profit margin for the Center averages 40.84% over the first eight years of operations.

IVd. Demand-Driven Growth
In recent years, Costa Rica has experienced a substantial increase in interest in its tourism activity, due to its amplified image as a safe, peaceful, beautiful and exotic destination. Based on a study by the ICT (the Costa Rican Institute of Tourism), between 1990 and 2000 the quantity of tourists arriving by air to San José grew from 435,037 to 1,106,300. This represents an average annual growth rate of 9.8%. Of these tourists, almost 22% came for business or work reasons in 2000. This quantity, both in absolute and percentage terms, will increase once the Center for the Americas is established. In addition, according to the ICT, approximately 4.5 million people from the United States are interested in visiting Costa Rica in the near future. In 2000, 38% of all tourists came from the U.S. Based on these figures, we can interpret that over 11 million tourists from other countries besides the U.S. are interested in visiting Costa Rica in the coming years. This figure, although only an estimate, proves very material for estimating the Center's potential international clientele, in addition to the Costa Rican market of approximately 4 million residents.

The Transaction
The Company is soliciting a capital raise of approximately $25 million dollars over the construction and start-up phases of the Center for the Americas. Minimum investment size considered is $100,000.

V. Financials Summary of Pre-Operating Years
Va. Income Statement Items (in millions of U.S. Dollars)

2003

2004

2005

Net Income

n/a

($1.433)

($5.819)

Vb. Balance Sheet Items (in millions of U.S. Dollars)

  

2003

2004

2005

Total Assets

$2.430

$4.520

$23.462

Total Liabilities

$0.000

$2.000

$11.000

Total Equity

$2.430

$2.520

$12.462

Total Capital*/Total Assets

N/A

55.75%

53.12%

*Includes Preferred Shares.

VI. Projected Financials Summary of Initial Operating Years 

VIa. Income Statement Items (in millions of U.S. Dollars)

  

2006

2007

2008

2009

2010

2011

Sales

$ 7.876

$ 9.626

$11.370

$13.396

$15.362

$16.175

Sales Growth Rate

N/A

22.22%

18.12%

17.82%

14.67%

5.30%

Cost of Goods Sold

$1.835

$2.244

$2.616

$3.072

$3.467

$3.572

Gross Profit Margin

76.70%

76.69%

76.99%

77.07%

77.43%

77.92%

EBITDA

$3.218

$4.323

$5.458

$6.760

$8.066

$8.627

Net Income

$1.045

$1.837

$2.686

$3.693

$4.747

$5.094

VIb. Balance Sheet Items (in millions of U.S. Dollars)

  

2006

2007

2008

2009

2010

2011

Total Assets

$23.450

$24.088

$25.571

$28.070

$31.616

$31.616

Total Equity

$12.266

$12.863

$14.309

$16.762

$20.269

$24.123

Return on Net Assets

9.69%

12.77%

15.40%

17.66%

19.05%

17.95%

Total Capital*/Total Assets

52.26%

52.63%

54.54%

57.77%

61.92%

66.06%

Times Interest Earned

2.09

3.01

3.99

5.16

6.37

7.01

*Includes Preferred Shares.




	


 
 

