Land Development Q&As: 

Investors are currently seeking safer investments with a clear exit strategy and timescale identified from day one. Traditional stock and shares, bank savings and other investments are under performing. We were asked to find investments for our clients with a term no longer than 36 months, with strong returns and an uncomplicated strategy. 

CB Capital has signed an exclusive agreement with the well renowned property developer Connexion. They have master planned a project of 165,000m2 situated on the Costa Calida in the Murcia district of Spain. Like many other international developers due to adverse market conditions they opted to become much more creative in finding a viable solution to progress their projects. 

With this project the developer has cleverly seen the continued demand and huge shortage of luxury gated developments embracing the real Spanish Culture. The project will consist of over 344 villas with luxury 5 star hotel on site offering facilities and services to these unique residences. 

As property experts with combined experience totalling over 60 years in all elements of the Real Estate industry, CB Capital have created a unique scenario for investors to partake in excellent returns and become developer partners in their own right. 

In any development project firstly the land must be secured and secondly developers must achieve an amount of pre-sales, (usually up to 30%) before any bank will lend the construction finance required to build out the development. With this opportunity we have advised the developer to supplement these initial sales, by bringing in investors to purchase sections of the development land project. 

We asked our investors what returns annually they would like to receive to attract them to invest now. Their uniformed response was that they would be extremely satisfied with an annual return of 10%. We are please to confirm an exclusive deal with a much stronger return, in fact the returns offered to you are 150% more annually than you asked of us. Also our investors can watch how the market unfolds over the next three years, before making a decision to take an excellent return or to invest with the developer and partner them on this excellent project to achieve even greater returns. 

With your investment the Developer will be able to secure construction finance and be able to commence construction, meaning that the project will likely be up to 50% completed at the end of the three year term. It is a very probable scenario that the developer will wish to exercise his option before the end of the three year period, if this was to happen you would receive your full total return earlier than the three year projected term regardless of how much time has expired since signing. 

We all know it is much easier to buy property than to sell it but in this instance your end seller has been identified from day one. This project would have a total sales value in today’s market of over €65,000,000; with projected construction costs calculated at €20,000,000 it is imperative the developer is able to exercise his option and purchase your land back from you allowing him to build out the development to maximise his profit. 

Option 1 

(This option maximises returns and allows the investor to watch the market before opting to either sell his land back to the developer or switch into the development partner option 3 at the end of the option term) 

•Investor gives the Developer an option to purchase the plot anytime over the next 

three years 

• For every year that the option is not taken the developers purchase price increases by 25% per annum 

• If the developer exercises his option at any time over the three years the investor would 

receive a 75% return on investment 

• Developer takes option on plot for £96,250 in three years 

• With this scenario the investor would make a profit of £41,250 on his purchase price 

• ROI 75% 

*Based on Signature option 

Option 2 

(Whilst still offering excellent annual returns this option suits a client that wishes to secure a lower but excellent return with a guaranteed annual payment placed into an escrow account by the developer in return for you granting him the option. 
Also if the client is borrowing the money to fund this investment, the 7% payment should cover any costs of finance. 

• Client gives Developer an option to purchase the plot anytime over the next 

three years 

• For every year that the option is not taken the developers purchase price 

increases by 15% per annum 

• If the developer exercises his option at any time over the three years the investor 

would receive a 45% return on investment 

• Developer takes option on plot for £79,750 in three years 

• With this scenario Investor makes profit of £24,750 

• Investor is paid 7% of the purchase price by the developer, in return for granting 

him the option on the land. This equates to a £3850 guaranteed cash payment, 

paid annually for three years* 

• Investor Total Profit £36,300 

• ROI 66% 

* Based on Signature option 

The option fee will be placed into an escrow account by a solicitor on behalf of the developer. 

Option 3 

(Many of our investors have always wanted to share in profits made by developers, with this option the developers allows the investor to transfer his funds into the development projects at an even higher premium, the investor can choose to take a share of the developer profits on completion of the project) 

• Client gives Developer an option to purchase the plot anytime over the 

next three years 

• For every year that the option is not taken the developers purchase price increases 

by 25% per annum 

• If the developer exercises his option at any time over the three years the investor 

would receive a 75% return on investment 

• Developer takes option on plot for £96,250 in three years 

• With this scenario Investor makes profit of £41,250 

• ROI 75% 

• Investor will be given a further option to transfer his £96,250 into the development 

company, where it will be given a new value of £110,000 

by the developer 

• ROI 100% 

• Plus future share and priority return of development profits 

* Based on Signature option. 
Q/A 

Q. Has the land been paid for in its entirety? 

A. Yes the land was purchased by the developer and has no finance outstanding. 

Q. Has the project got planning? 

A. The project received full outline planning in 2006 and has the full support of the Aledo municipality. It is of huge benefit to local councils to grant planning for a project of this caliber, as not only does it bring a lot of work to the area it will greatly increase the value of other land plots in the surroundings. 

Q. What is the worst scenario if the developer goes bust or does not receive construction finance? 

A. The client can approach the town hall to have his plot subdivided allowing him to apply for his own planning to build his own villa. With an average villa costing €200,000 in the area and clients purchasing our largest plot at £55,000 (€66,000), to construct a luxury villa would cost another €70,000 ensuring an excellent margin upon completion. 

Q. Can the investor sell his plot before the end of the three years to another investor? 

A. Yes the investor can sell his plot and all returns are transferable to the new investor and IAP will personally try and find you a buyer if our assistance is required. 

Q. Will the Spanish market have recovered within three years? 

A. The Spanish market peaked in 2004/2005 so it has already had five years to recover and will have had eight years before the end of this investment. Many clever investors are now coming back to invest in Spain as they see it as a safe and familiar haven to invest to capitalise on low purchase prices. 

Q. Should I be looking to invest in Spain as all I have heard recently is negativity surrounding the market. 
A. Though I share your concern on considering any investment, with this opportunity the location is less important and what is important is the excellent potential returns available here and clear exit strategy. 

Q. What will I receive on transfer of funds and signing. 

A. Upon signing you will receive a full legal option between you and the developer confirming to you of their intention to purchase your plot within three years. You will also receive a legal document confirming your interest on your designated plot.
