Address on Golf Course Project
June 8™, 2009

Fellow Anguillians,

Over the past twelve months the Gover nment of Anguilla has been
faced with a number of consequential impacts from the global financial
situation. Foremost among these have been a shortfall in tourism
arrivals, challengesto obtain and maintain financing for a number of
tourism projectsin the early stages of implementation; sowdown of the
construction schedule for onemajor project at an advanced stage of
completion; and the stoppage of all construction activity on one of our
main tourism development projects, namely, the Flag L uxury
Properties project known asthe Tenemos Resort & Golf Cour se.

The latter has become the topic of discussion and debate in daily
conversation; the print media; theradio talk shows; palitical platforms,
and; other fora. | will hereafter refer to it asthe Golf Course Project.

The Government of Anguilla has been extremely cautiousin its
approach to public discussion on certain aspectsof the Golf Course
Project negotiationsin the context of the legal and fiduciary issues
which areinvolved in the process. We have however on a number of
occasions sought to involve member s of the opposition both in the House
of Assembly and meetings at the Secretariat with the intention of
bringing some bipartisanship to the process. And to demonstrate our



readinessto adopt that approach --- weactually supported at least two
motions by the Opposition in the House of Assembly on thetopic.

While thisperiod may be characterized asa political year wefeel that
theissueisimportant enough to merit the participation of all sides of
the palitical spectrum. We are also awar e that the wider public has
great concern for thisissue and are anxiousto find a solution. Our
experience, however, has been that theissue is being used as a palitical
football without dueregard to thecritical realities surrounding the
ongoing delay in the resumption of the project.

It isin this context and at this strategic juncturein the negotiations that
the Chief Minister has asked mein my capacity as Minister for
Economic Development and Tourism to clarify a number of the
statementsthat have been tossed about; explain the reasons for
Government’s strong resolve to finding a way forward and outline the
progressthat we have made to date.

Sincethethird quarter of 2008, the Gover nment of Anguilla has been in
negotiations with the principals of the Golf Course Project to assist
them in finding a way to over come the challenges facing them since they
wer e for ced to shut down construction in early June last year. We
thought that it was important enough to take a motion to the House of
Assembly seeking support for developing an appropriate strategy for
assisting the project in itseffortsto obtain critical funding. We

under stood that this might require some unusual measures by the

Government of Anguilla but we felt that the impact that the closure of



this project would have on theidand would be devastating. Where we
stand today istestimony to that foresight.

Therewere many persons who perhaps, under standably, wer e not
supportive because the impression was malicioudly circulated that
Government assistance meant a direct cash injection into the project.
Preoccupation with quieting those negative concer ns could have been in
fact alost opportunity to bring an earlier response to the challenges of
the project. And unfortunately it ended up with the closing of the Golf
Courseitsdf including maintenance and watering. But of coursethat is
water under the bridge.

Still pressing forward in February of thisyear the principals of the Golf
CourseProject asaresult of the persuasion of the Hon. Chief Minister
and other Ministersdecided that they would devise a way to restart the
project and solicited the support of ateam of four local Anguillian
consultantsto work with them to develop a viable proposal. The
outcome of thisjoint effort wasa proposal presented to GOA on March
23, 2009. The proposal indicated that a suitable buyer/operator was
identified but certain preconditions were required to get the process
going --- the main one being the acquisition of the Golf Course

improvements by the Gover nment of Anguilla.

L et meclarify that when | say the golf cour se improvements| mean all
the costsinvolved in converting the over 100 acres of landsinto an

oper ating facility.



To put theissue even moreclearly, let me state that the buyer could not
in the present financial market conditions get funding for completing
the project because the inclusion of the golf cour se component would
make the overall business plan unattractiveto lenders. It isan accepted
fact that, a golf course, in and of itself does not make a profit --- it
usually requiresastrong real estate component to ensure viability. In
fact in the last twelve months of operationsthe facility lost
approximately 3.9 million US dallars.

It isin this context that the team’s proposal included three possible
optionsfor the GOA to acquirethe Golf Course. Thejudtification for
the acquisition of the Golf Course isbased on the premise that only two
entities can feasibly purchase the facility, namely, the buyer of the other
components of the property because of the value-added or the
Government of Anguilla because it would enhance the quality of our
tourism product and increaseitsthe overall revenue potential. Sincethe
potential buyer/operator was unableto put together a feasible business
plan to itslendersto include the pur chase of the Golf Cour sefacility ---
the team presented the GOA with a structure whereby it could acquire

the golf cour se improvements.

Thethree options presented to GOA were asfollows:

Purchasethe Golf Coursefacility via a fifteen year loan with

total payments of 83 million US dallars.



GOA put together a public/private partnership to acquire
the Golf Cour se facility via a fifteen year loan with total
payments of 93 million US dollars

Theowner immediately transfersthe Golf Course facility to
the GOA for a nominal payment of $1.00. GOA then grants
an incentiveto the project by the allocation of tax revenues
(the suggestion being accommodation tax) for a period of

thirty years.

The presentation of these three optionsrequired GOA toindicatein a
letter of intent itsreadinessto accept any one of them as a way forward.
However, the presentersindicated a willingness to discuss any

alter natives and modifications which GOA may wish to propose. You
may ask the question: why would the GOA even consider any of these

options? Let meexplain!

| find it at thisjuncture useful to quote a part of an open letter tothe
Chief Minister from Mr. Sheridan Smith, CEO/Owner, Sheritons
Development Inc. Mr. Smith writesand | quote: “If thisisthe only
logical way to get this property restarted, and to alleviate the financial
burden off the shoulders of the Anguilla people, some car eful thought
and action should be applied. We do not have the luxury of time on our
side. The state of the economy is speeding down adippery slopeand the
Government should --- in my humble opinion --- find the moral and
political will power to implement a prompt settlement of thisongoing
disaster.” Those are of coursetheviews of an assertive and enterprising



Anguillian who has built one of the most elegant and top classtourism
resortson theisand. He concludes by writing and again | quote: “This
Isamatter of economicsand should not be politicized.” | can assureyou
that Mr. Smith isnot an individual who would allow anyone to put
wordsin his mouth.

| have used that abstract from Mr. Smith to provide a backdrop for the
concernswhich led GOA to consider the options presented to us. Let me

list some of these concerns briefly:

The Golf Coursewasa major initiative by GOA to enhance
our tourism product and remainsacritical element of our

business plan and promotion strategy

We need to protect futurejobs and business opportunities

We must defend the interests of local creditors, vendors
and contractorswho are now owed several million dollars
collectively and in some cases separ ately. Including the
GOA.

Anguilla cannot afford a*white elephant” after committing

SO many resour cesto itsimplementation.

If we lose this golf coursethe next oneis probably about

two years from completion --- even so mor e than one golf



cour sefacility hasa multiplier valuefor golfersin terms of
choice of destination.

If we do not find a solution in atimely manner we can
conceivably end up in along period of litigation which in
terms of its complexity would exceed/dwarf the Cap Juluca

matter.

Thelocal rental sector which was encouraged to respond to
the needsfor all kinds of accommodation is beginning to
feel the pinch and if we do not protect their sour ce of
businessthey face areal threat of mortgage failuresand

foreclosures.

Anguilla does not have a formal social safety net system
that isinstitutionalized and funded to support per sons who
have lost jobs and business opportunities--- asa
consequencethereisareal chance of social and palitical
instability asaresult of thefailure of large venturessuch as
this.

The central government budgetary situation requires some
form of immediate to short term stimulation --- because our
key revenue streams ar e dependent on consumption which
requires purchasing power .



The project involves a number of stakeholdersnot the least
among which area number of international buyerswho
have chosen to invest in this project and Anguilla --- these
homeowner s/buyer s need our support and assistance ---
and they too are making sacrifices. They have not chosen
theroute of going to the World Press --- so to maintain
Anguilla’s good name and reputation as an excellent place
to invest we should not let them down.

While the foregoing list of concernsisnot exhaustivetherearea
number of reasons why the GOA decided that of the three optionsit
would prefer to negotiate on modificationsto option three, that is, the
immediate transfer of thefacility to the GOA for $ 1.00 and the
granting of an incentive to the project via the allocation of future
revenue streamsin particular accommodation tax for up to 30 years.

L et me explain:

In this option the GOA ownstheland and improvements
immediately without any direct liability. That means that we have

no commitment to pay any loan.

In this option the GOA paysonly if and when futurerevenuesare
payable. In other wordsif the project isnot completed the GOA
owes no one anything. In the other two options GOA hasa
liability to pay whether or not the project iscompleted.



This option represents an economic risk freetransaction for the
GOA becausethe owner on the basis of a negotiated long term
management agreement with GOA will assumeall costs
associated with the maintenance and oper ations of the facility.

GOA can also create a further revenue stream by charging a per-

round “recreation tax”.

The allocation of revenue from accommodation tax of the hotel

oper ationsis not the only revenue associated with the project.

We ar e cognizant of the fact that everything carriesa price and
any quoted price can be negotiated. It dependson the
commitment of all parties concerned to cometo a successful and
mutually beneficial arrangement.

On March 27" aletter of intent was sent to Flag by the Chief Minister
indicating our willingnessto negotiate the third option and a process of
duediligence dated to takeover a period of thirty daysbegan. When
this option of purchasing the Golf Cour se was floated one of the
Members of the Opposition who wasencour aged to use his self-
proclaimed influence with Mr. L ee Rizzuto, the owner of Cuisinart
Resort & Spa came back with thereport that Mr. Rizzuto was prepar ed
to buy the Golf Course. Discussionswith Mr Rizzuto and his agents by
the Chief Minister and myself clearly confirmed that thisis not the case.
In fact despite strict instructions from Mr. Rizzuto and his agentsthat



thiswas not so that member of the opposition continuesto say on
various media that Mr. Rizzuto intendsto purchase the Golf Course.

| believe that to dispd this misinformation once and for all | should
read a copy of aletter from the Senior Vice President & General
Counsd of the Company to the Chief Minister on the matter. Theletter
was dated May 29" and reads asfollows:

“It was a pleasur e meeting with you this mor ning regar ding the golf
courseissues. You asked meto confirm with Mr. Rizzuto if he has any
intention of actually paying moniesto purchase the golf course. Thiswill
confirm that the offer Mr. Rizzuto madeto Mr. Sillerman never
involved the payment of any monies by Mr. Rizzuto to purchase the golf
course. The considerationswhich Mr. Rizzuto will undertakeare
limited to the assumption of the operating costs and maintenance of the
golf cour se. In the event agreements can be worked out by all parties, |
hope this sufficiently clarifies this point. Please let me know if you
require anything further. Sincerely etc.”

Obvioudly, that member of the opposition either mistakenly or
deliberately is spreading the wrong infor mation. But even from a basic
business standpoint for Mr. Rizzuto to decide to purchase such a high
pricefacility and then operateit at alossfor several yearswould defy
the very principles which made him the successful entrepreneur that he
IS. Mr. Rizzuto himself has said this.
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| thereforewant to disabuse all listeners of theidea that that thereis
any one out there who has a feasible plan to purchase the Golf Course
as a separ ate entity. | repeat that only the GOA or the buyersof the
other components of the project can realize any practical benefit in
doing so.

But even in the face of overwhelming evidence that GOA could benefit
from thistransaction. Technical officersin therelevant ministrieswere
char ged with doing the necessary due diligence in resear ching the
matter. GOA employed two qualified international firmsat great
expenseto review the purchase and management agreements and do an
evaluation of the asset. Thisexercisetook sometime and the period for
due diligence having come to a close the principals of Flag opined that
GOA wasreneging on its agreement and decided to suspend the
maintenance of the Golf Cour se which they decided that at a cost of
US$200,000.00 a month without any resolution in sight would represent
a waste of valuable resour ces.

Nevertheless, Gover nment continued its due diligence and negotiations
and on Thursday May 28, 2009Executive Council instructed me to make
afinal offer based on a modification of option three. Rather than an
incentive based on allocation of accommodation tax revenuesfor thirty
years --- GOA offered ninety per cent of the allocation for fifteen years
and seventy-five percent for ten years. Added up this offer would
amount to 21 years of one hundred percent allocation. Wefedl that this
Isareasonable compromise for a valuable asset which GOA would

acquire. In other wordsit isnot a free concession but a transaction
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which includesthetransfer of an asset in exchange for futurerevenues.
Asl| said earlier nothing comeswithout a price and we believe that this
Isareasonable cost to pay for afully operational resort with a top class
golf coursefacility.

The point must be made that thisisnot an unusual gover nment
transaction. Gover nments use revenue in the form direct payments and
loans to buy goods and servicesfor its peopleincluding the pur chase of
roads; airports; seaports,; schools; hospitals; playgrounds golf cour ses
and so on, to develop its economy. Thisisthe samething. But in
addition GOA isacquiring a facility without any contingent liability if it
Isnot successful. In other wordsif it does not work out we owe no one
anything. But let me explain what this agreement triggersin terms of
the project. Bear in mind that immediately upon signing, this document
goesinto escrow until the other cogs of the arrangementsfall in place.

As soon as GOA successfully negotiates the terms of the purchase and
management agr eements, the other components of the larger strategy to
restart, complete and operate the project aretriggered asfollows:

Flag Properties settlesitslienswith itslenders

A new developer/owner isbrought in

The homebuyersarrangements are affirmed or mutually
modified if required
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A new construction loan isarranged

Agreement isreached with the Contractor for past due amounts
and scope of new work

Flag Propertiesmust cometoa mutually agreed settlement of
outstanding monies owed to local creditors, vendorsand

contractors, including GOA.

Thislast component asit relatesto local creditors, vendorsand
contractorswill be of major importancein the approval of the new
owner/operators of the project. GOA remainscommitted to ensuring
that Anguillianswho are owed monies have been dealt with

satisfactorily.

On the basis of the for egoing agreements which will shortly be approved
in the Anguilla House of Assembly the principals of Flag have in good
faith restarted the maintenance program for the Golf Cour se facility
and have begun negotiating the other components of the deal. We feel
that this represents significant progress and hope for afinal resolution
of the challenges of restarting this very vital project.

Whilel am on my feet | would also like to take this opportunity to
report that the Viceroy Project iswell on the way to a soft openingin
July which will result in the employment of a number of Anguillian
workers --- and the long awaited Medical School is scheduled to open in
August/September and will create opportunitiesfor the apartment
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rental sector and other businesses. The fiscal sSituation is challenging but
we ar e encour aged that with continued progress on all these frontswe
will experience some relief from the pressuresthat now attend us.

L et metake thisopportunity to thank you all for your kind attention
and wish you all the best asyou strive to manage the many challenges
which areaffecting all of usin thisunique period of global financial and

economic Crisis.

Blessings
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