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Welcome to Balcones at Majagual

This guide conveys information that may be useful to existing and potential homeowners in the
community of Balcones at Majagual.

tf SFAaS NBIR GKS RAAOfIFTAYSNI G GKS SyR 2F GUKAA aGDdz
Nicaragua

Nicaragua is a tourist and retirement destination, offering a beautiful ecosystem, cultural arts and

history similar to its southern neighbor, Costa Rica. Tourists, retirees and investors can all enjoy

bAOFN) 3dzZ Qa FNASYRf @ LIS2LIX S> o0SFHdziAFdzAd 1 yRaoOl LIS
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Law 306 offers tax incentives to developers and retirees in Nicaragua over the next several years.

San Juan del Sur

San Juan del Sur, once a sleepy fishing port, isa hubfort2 dzZNA &Y 2y b A Ol NI dodd: Qa { 2 dzi
San Juan del Sur is home to national surfing championships, uncrowded beaches and spectacular sunsets.

The town is conveniently located approximately thirty minutes drive from the Costa Rican border and

two hours from the international airport in Managua. Tourists visit San Juan for fishing, surfing, boating,

hiking and relaxing.

San Juan del Sur offers many amenities but keeps its authentic charm. Tourist services and
infrastructure are evolving. Visitors find many restaurants, hotels, shops, and internet cafes. National and
local projects continue to improve access to power, paved roads, water, sewer, physicians, gas stations
and markets. Cruise lines make San Juan del Sur one of their Central American destination stops.
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Balcones at Majagual - Location
Balcones de Majagual is located 7 miles north of the town of San Juan del Sur on the pacific coast of
southern Nicaragua.

This peaceful and private ecological-friendly resort overlooks the Pacific Ocean and jungle. Choose

between major international airports in Managua, Nicaragua (MGA) or Liberia, Costa Rica (LIR). Arrive by

plane, boat or car. The roads require 4WD most of the year, and all months of rainy season. San Juan
del Sur is about half an hour drive away.

TRAVEL TIMES

30 minutes from Rivas

2 1/2 hours from Managua International Airport (MGA)
3 1/2 hours from Liberia International Airport (LIR)

1 hour to the Costa Rica border

= =4 =4 =4 =4

DIRECTIONS FROM PAN AMERICAN HIGHWAY

1) From the Pan American Highway heading south, turn right (west) at the obelisk marking the
entrance to the San Juan del Sur Highway at La Virgen. Travel 12 miles (20 kilometers) and
watch for a large sign that reads "Welcome to San Juan del Sur", then on the right for the

Chocolate Road marked by MR signs painted on large rocks leading to the Morgan's Rock Resort.

If you arrive at the Texaco gasoline station in the town of San Juan del Sur or pass the Pali

ANPOSNE aG2NB 2NJ 82dzNJ £ STGZ &2dzQ@8S YAaas
2) You will pass the municipal center on your left and the local high school on your right and then

through a small town, always going straight. This road is called "La Chocolata". Keep on going
until you reach a bridge with crumpled metal railings.
3) Immediately after the bridge you will see an intersection where you must turn left. You will

know you are going the right way when you see a rock sign on your right, with the initials "MR"

painted on. Keep going for another 150mts and reach another intersection where you will see

another rock sign and must turn right. Keep going and you will pass through various small towns
and many real estate signs, and after that go up a hill, then down. On the right side of the road

you will see a small "ranchito" with a big sign that reads Morgan's Rock. Continue on for less

than one mile. You will arrive at the entrance to Balcones de Majagual on your left. The guard

will ask for your name

SUGGESTED MODES OF TRANSPORTATION

9 4 wheel drive vehicle rentals booked for pick up in San Juan del Sur, Managua or Pefias Blancas,

at the Costa Rican border crossing.

Balcones at Majagual Property Owners Association Page 5
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Philosophy of Balcones at Majagual

Balcones de Majagual is located 30 miles from the Costa Rican border in the lush Pacific coastal region,
nestled amongst abundant flora and fauna on rolling hills overlooking the Pacific Ocean 12 km north of
San Juan Del Sur. Experience seclusion and privacy amidst an exotic landscape steps from the beach.
Experience your own luxury safari in Nicaragua. We have monkeys, sea turtles, surf breaks, hiking,
kayaking, sunsets, quiet, tropical forests, and especially beaches. Yet, our proximity to the lively beach
town of San Juan del Sur allows for markets, restaurants, bars and entertainment.

Open air living and only 10 minute drive down our private road to the best surfing and swimming
beaches in Nicaragua: Playa Madera and Playa Majagual. USA Today includes Playa Madera in their
travel tips. We offer secure, private parking for your car or ATV at our home and our beach club.

On December 11, 2009, The New York Times recommends Balcones at Majagual as a great example of

the retirement lifestyle available in Nicaragua. As this article points out, we are dedicated to both
preserving and enjoying this special part of the world. We are challenged by the issues of living
responsibly within our ecosystem and dedicated to exploring progressive architecture and alternative
energy with an unyielding respect for the local environment.

Our planned neighborhood spans hundreds of acres from the beach through rolling hills up to ridges
overlooking the Maderas surf break and the Morgan's Rock farm. Click the map for a larger image.

MASTER PLAN - baolcones de majagual Coaslal Davelopmeant. $on Juan der Sor. Nooragua

We seek guests and residents who will take the time to enjoy the beauty and wildlife that our
community has to offer.
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Balcones at Majagual z Custom Homes and Undeveloped Land

Balcones at Majagual is the residential eco-neighborhood of the world-class hotel and eco-resort,
Morgan's Rock . Most homes in Balcones are designed, constructed and furnished by Simplemente
Madera and SM Construction, a Managua designer and manufacturer of modern solid wood furniture
and timber buildings. Founded in 2002 by architect Matthew Falkiner and agronomist father and son
Clemente and Eric Poncon, Simplemente Madera uses local FSC certified hardwood - much of which
comes from sister company plantations. Simplemente Madera believes in the potential of Nicaragua's
craft history and the wealth of its forests and land. It aims to manufacture the highest quality product,
be it furniture or building, while adhering to the highest standards of forestry management and
community participation.

There are a total of 37 lots within Balcones and an additional 23 Fincas. Of the 37 lots in Balcones, 26 are
custom home lots and 11 are Eco house lots. Of the 37 Balcones lots, 24 are individually owned and 13
are still owned by the original developer (HYESS). Of the Fincas only one has been sold and the rest are
owned by the original developer. There are 5 Eco houses completed, 5 custom houses completed and
one custom house currently nearing completion of construction.

To learn more about the art and architecture of homes within Balcones at Majagual, please visit the
website of the architect and builder: Matthew Falkiner and Simplemente Madera. This website includes

many additional photos of our homes, some during the construction process.

Today there are eleven homes in Balcones at Majagual, and many are available as rentals through the
marketing entity: Balcones Eco Resort. We assure that each rental home will be outfitted as advertised
and our staff will work with guests to make their vacation special. In return, we require a minimum of 3
nights and a non-refundable 50% deposit to guarantee each reservation. Our on-line reservation system
and concierge help make each vacation everything our guests expect! We aim for our guests to feel like
they are on a luxury safari in Nicaragua!

Five custom homes available as rentals:
Forest and Surf Villa oceanview for larger groups with a shared pool.

Casa Arbol the ultimate treehouse with oceanview, two bedrooms and a shared pool.
Casa La Serena Serena_oceanview, one bedroom, office and private pool with the best sunset.

Casa Tranquila sleeps 8 in four separate oceanview buildings clustered around a private pool.
Casa Lujan sleeps 4 in two oceanview bedrooms clustered around a private pool.

Several ecocasas available as rentals:
Ecocasa 9 oceanview two bedroom home with shared pool.
Ecocasa 10 oceanview two bedroom home with shared pool.

Balcones at Majagual Property Owners Association Page 7


http://www.morgansrock.com/
http://www.simplementemadera.com/architecture.html
http://www.balconesatmajagual.com/forest_and_surf_villa.html
http://www.balconesatmajagual.com/casa_arbol.html
http://www.balconesatmajagual.com/casa_laserena.html
http://www.balconesatmajagual.com/casa_tranquila.html
http://www.balconesatmajagual.com/casa_lujan.html
http://www.balconesatmajagual.com/ecocasa_9.html
http://www.balconesatmajagual.com/ecocasa_10.html

Guide to Ownership

Balcones at Majagual z Services in our Community

Balcones homes are primarily owned by people from outside Nicaragua and many are only occasionally
used by their owners. Many are rented on a regular basis while some are never rented. From time to
time a few owners have spent considerable time living at Balcones, but then at times we have no
resident owners. Balcones is peaceful, beautiful, and in the jungle with all the issues associated with
being isolated and quite a ways from a town. Without regular security, maintenance and a good on-site
manager, Balcones would simply disappear in the ever growing jungle.

The ad hoc homeowners group has worked over the past 3 years to develop an infrastructure and team
that can keep the jungle at bay provide effective security and the necessary services to keep things
running. All three of these objectives are big challenges in Nicaragua. Because Balcones is quite isolated,
these basic requirements become expensive and difficult to manage and deliver on a consistent basis.

The homeowners group has put together a package of services that is delivered by the Balcones on site
team that tries to meet the needs of all homeowners whether they are full time residents or only
occasional visitors. These services are supported by your dues and by specific fees passed on directly to
you; and the group takes every opportunity to hold these expenses in line to keep the dues as low as
possible. Because we have very limited, and 100% volunteer, oversight we need to keep the services and
accounting as simple as possible. For this reason, we offer only one level of service and all owners share
equally. We do not have the resources at this time to offer different programs for different situations.
The following outlines the basic service program offered at Balcones.

On Site Manager: We employ an onsite manager. He is in radio contact with the staff 24/7. He is
responsible for the management of all staff, scheduling all activities of the staff,
troubleshooting issues at all homes, overseeing all maintenance of common land and
assigned maintenance of homes, roads, water system, electrical system, internet
connection and almost everything in between. In addition, he provides onsite support
for renters and can help homeowners arrange for contractors to complete additional
repairs.

Security: Security is our single largest expense. Managed security is required throughout
Nicaragua and, in particular, at Balcones. We provide security 24/7 throughout our
community. Our current security plan staffs several positions, in 24 hour rotations
served by experienced security personnel. Each vehicle is stopped and identified before
being allowed entrance to Balcones at Majagual. Guests visiting a resident will be
allowed entrance after a brief conversation with the guard on duty. Balcones at
Majagual reserves the right to deny access to anyone at any time.

The security team patrols the grounds and the roads. Each guard has a radio to report
any incidents to the security chief in the guard house at the front gate.

Balcones at Majagual Property Owners Association Page 8
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Our on site manager supervises all security personnel. We cannot accommodate, and in
our experience it does not work, to have individual home security plans different from
the community plan currently in place.

House Cleaning: Homes at Balcones require constant cleaning and inspection to keep them in

Gardeners:

shape whether a homeowner is there or not. Given Nicaraguan employment laws, we

doy2i KI @S GKS 2LIA2y 2F KANXY3 aLI NI GAYSE

regular basis becomes very expensive. The labor force near Balcones is extremely
limited and we do not have the resources to drive staff back and forth to SIDS on a daily
basis. For this reason, we employ experienced full time maids. They currently clean
every home at least once a week and more often during rental periods. This program
has worked well so far. Unfortunately we cannot treat homes differently depending on
circumstances of the owners. Owners can request that their homes not be cleaned
when they are in residence but the cost of not having this maid service cannot be
deducted from your dues.

We currently employ experienced gardeners who take care of individual homes as well
as the common property. They are available on a limited basis to help with additional
homeowner projects, over and above their regular duties. They also help with
community maintenance projects and are more handymen than strict gardeners.

Pool Maintenance: These employees, like the gardeners, are more of a handyman rather than a

strict pool guy. The primary responsibility is to take care of all the pools. Because
chemicals are expensive and must be purchased from vendors in Managua, we have
found that buying chemicals in bulk is the most practical and affordable solution. In
addition, the jungle environment and high heat take their toll on the pool equipment.
These employees keep things going. The costs associated with the shared pools are split
between the homes sharing the resource. Individual pool costs are allocated to each
home.

Home Management: We currently provide limited home management services to all homes.

This is required to keep a home running at Balcones and for this service we charge $50

per month for an eco house and $62.50 for a custom home. This was originally

implemented for homes where the owners were rarely in residence and for homes that
6SNB NBYGSRO LG A& y2( F aO2yOASN®DSE FSS
renters, but is limited to managing and monitoring the house. The challenges of keeping

a home operating and renters happy is really a day-to-day effort and our overall staffing

level reflects the time and effort required. This service includes managing sheets,

towels, soap, toilet paper and other basic cleaning supplies. These things disappear in

Nicaragua on what seems like a daily basis, and renters use all linens within reach. As

soon as these things disappear at one home, the next home is raided and is soon

RSLX SGSR a 6Stfd ¢2RI&3 Y2aid adzZl) AsSa |
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building, with linens stored separately for each home. We have simply found it too
difficult to keep individual usage of services and supplies separate. Homeowners are
expected to supply their own toilet paper, soap, shampoo, cleaning supplies ¢ for their
own use. The maids will use community supplies during their weekly cleaning.

Laundry Services: ¢ KS K2YS2gy SNRa 3INEPdzL) Y ldklofhesddyinga
lines at the office near the main gate. Most homes do not have individual washer and
dryers. The closest laundry is in SIDS and is impractical for Balcones staff to use on a
regular basis. The initial purpose of the washing machine in the office was to wash
sheets and towels associated with rentals, however we have found that the
environment at Balcones requires washing of sheets and towels at owner occupied and
unoccupied homes, as well. Laundering of sheets and towels is part of the weekly maid
service. In the past, maids would use any washer and dryer, in any home for any
laundry. This resulted in misplaced linens, and we felt was not fair to those
homeowners paying for appliances and the electricity to run them. Our solution is to
provide the maids with a central washing facility and this seems to be working. All home
owners are encouraged to have their own washer and dryer; and we discourage use of
the central equipment for individual laundry. At the same time, we want to
accommodate occasional usage of the central machine and therefore we ask that
homeowners limit their usage of the central machine and shared clothes drying lines to
no more than once a week. This usage must be pre-scheduled with the onsite manager,
and is an offer only to the extent that the maids do not need the laundry equipment
that day. During periods of peak occupancy, homeowners in residence will be expected
to take their personal laundry into town to be washed.

Internet Service: Internet service is currently available by annual contract.

Electrical Meters: The on-site team monitors all electrical meters and troubleshoots any issues.
DISSUR or Union Fenoza, the local electrical company is not very reliable in reading
meters correctly; and it is not uncommon to suddenly get a large bill. Also, the well
pumps are electric and we need to keep track of the charges associated with these
common expenses, so they can be allocated equitably to homeowners. We encourage
homeowners to apply for a fixed monthly contract; to convert their individual meters
into their own names; and to pay their personal electric bills directly. Since this is
difficult for non-resident or part-time residents, the homeowner group and onsite staff
take care of this for many owners.

Water Meters: Each home should have its own water meter. We monitor the water meters
primarily as a way to allocate cost based on usage and to detect leaks and broken pipes
in the water system. Due to the soil conditions at Balcones, water leaks do not show up
on the surface of the ground. Water leaks that are not detected drain the water tanks;
requiring the pumps to run constantly and driving up huge electrical bills.

Balcones at Majagual Property Owners Association Page 10
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Road maintenance, water system maintenance, and other common services:

There are a whole host of other issues the homeowners need to take care of. Currently
all of these service and maintenance issues are taken care of by the onsite team.

Cost of Services: Balcones Property Owners Association runs as a non-profit organization. All

shared costs are allocated to consumers and all individual costs are assigned to
individual homes or lots.

Communications: Homeowners receive emails reporting on marketing events and activities at

For Sale:

Balcones at Majagual. The Balcones Property Owners Association additionally sends
informational emails as needed to inform homeowners about upcoming elections and
financial statements. All previous Balcones Property Owners Association and marketing
communications are available to review on a member-only page maintained on a

Cl OS 6 2 2 | BalkdhedPsopertygOwrers Associationé @

Homeowners who are interested in selling their lot or their home may list the number,
price and a short description of why they are selling or why they bought at Balcones.
This listing is free and maintained on the Balcones at Majagual website. No
commissions are charged by Balcones at Majagual on sales. All inquiries are passed
along to the respective owners.

We encourage everyone to post property for sale to help manage the flow of real estate
agents through our community. Any owner who expects their property to be shown by
a realtor must alert the front gate that the group is expected and the group must be
escorted by a resident homeowner or the onsite manager.

Annual meeting: An annual homeowner meeting is held at Casa Tranquila in Balcones at

Summary:

Majagual in November each year. Please plan to attend. This is an excellent
opportunity to meet and greet fellow homeowners and to talk about individual and
mutual concerns and issues for Balcones at Majagual.

This service plan is certainly not perfect and we understand that it does not allow for
individual customized plans, but after over 3 years of experience, it is the best we have
ever had. We continually work to improve the level of service while keeping costs as low
as possible. Participation by all homeowners in our email discussions, conference calls
and annual meetings is crucial to helping the group improve for the future and to meet
allhomeownSNNa AYRAGARdzZ f ySSRao®
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Use and Ownership of Common Land in Balcones

HYESS Corporation was the original developer of Balcones and, as mentioned above, still owns 13 lots

and 22 Fincas. The owner of HYESS is the Poncon family who also owns a number of other businesses in
bAOFNF3AdzZr AyOftdzZRAY3a a2NHlFIyQa w2013 GKS FR22AyAy3
Balcones since early 2008. In addition to the lots and Fincas, HYESS still owns the common lands at
Balcones including the parcel of ocean-front land with beach access and beach palapa structure (Pitaya
Baya) associated with Balcones. The Fincas comprise the area that sit in the valley behind the view home
sites at Balcones. HYESS developed the roads, water system and electrical system that we all use
commonly andstillownsg Kl 0 ¢S NBFSNI (2 Fa (GKS éntthevatled¥( = K ot
around the front gate. ThecampisK 2 dza S& | OF NBGF 1SN FlLYAf@&Z a2YS SYL
from time-to-time construction workers . A few Balcones employees live in the Balcones Office building

near the main gate.

The construction crew currently building Casa 6 is not associated with the developer. Balcones
employees work for the Homeowners group and have no association with the developer.

The community water system consists of 2 wells and 2 tanks all built by the developer and on common
land. Homeowners are responsible for the water connection and water meter from the buried pipes
under the road to their home. The homeowners group is currently doing all the maintenance work on
the water system.

There is an electrical grid throughout the development which was installed by the developer. We
understand that the electrical infrastructure was donated by HYESS to Union Fenoza. Homeowners are
responsible for the electrical connection between the closest transformer and meter and their individual
home.

The roads maintenance is currently the responsibility of the homeowners although the developer did
grade them for us in the fall of 2009.

The land that sits between Casas 3, 5 and 6 and the beach area is owned by LINKS, another developer,

and is known as Mariposa. Originally HYESS and LINKS were working together to develop Balcones but

that relationship has since faded. The road between Balcones, starting at Casa 3 towards the beach

(Pitaya Baya) actually crosses Mariposa before it returns to the beach area owned by HYESS. Although

LINKS has indicated that Balcones will always have access over this land, it is unclear if this is a legal right

of way. Several lots at Mariposa have been sold and we understand that a home may be started in the

YSIEN) FdzidzNBS® LG ¢l a GKS 2NAIAYIE AyaSydiAzy 2F o020
organization and services (security, internet, maids, pool cleaning, gardening, etc.) would be combined

into one entity but it is unclear if this will actually happen. We do have regular contact with the owner of

LINKS and have a good relationship with him.
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Next Steps for New Owners

We welcome you to the community of owners within Balcones at Majagual and hope to meet you soon
at your new home.

Step 1z Introduce Yourself

Please contact info@balconesatmajagual.com to introduce yourself and let us know your date of
purchase of your home or lot.

Step 2z Schedule Walk-through of Your Home or Lot
Please complete the Introduction Letter, attached as Appendix A.

If you plan to rent your home, you are required to maintain furniture, appliances, linens and fixtures in
your home to support the rental operation. If any inventory is damaged by rental guests, the damage
will be charged to the guests and repairs or replacement performed by Balcones at Majagual. Be sure
key are not removed by the previous owner ¢ or you will be required to replace them before renting
your home through the Balcones at Majagual rental program.

Please schedule a walk-through of your home with Balcones at Majagual housekeeping to sign off that
your home is clean and all required articles are present after the previous owner has departed. You may
be assessed a cleaning fee, if extraordinary cleaning is required to bring your home up to standards
required for inclusion in the rental operation.

Step 3z Schedule Financial Review and sign covenants and restrictions
document

Please schedule a time to review the finances of your home or lot with the Balcones Property Owners
Association. In some cases, homes or lots are sold with unclear expectations about operating costs,
assessments or past-due amounts.

As outlined in this document, owners are liable to support the Balcones Property Owners Association
operation. We encourage you to plan to rent your home to generate the necessary income to support
your allocation of costs.

To obtain water, electricity and other services for a home or lot and to use common property, the owner
is required to sign and abide by the covenants and restrictions. We encourage every homeowner to
contribute their good ideas to the group of homeowners that maintain the policies enforced within our
community.

Balcones at Majagual Property Owners Association Page 13


mailto:info@balconesatmajagual.com

Guide to Ownership

Buying Property in Nicaragua:
9 Should I hire an attorney to represent me in purchasing a home or land?

Yes. While it is not required, we think it is essential that you have a local representative looking

out for your interests and explain the process and intricacies to you. We can provide a few
ddzZaA3SadAz2ya 2F Fdd2NySeqQa GKFEG FNB FfdsSyd
will be an invaluable asset for your life in Nicaragua, helping you with tax issues, assessed

values, deciding to own property in a corporation or in your personal name, Nicaraguan estate
planning, etc.

I How much does title insurance cost?

Title insurance is available thru First American Title. The cost is about $1,000. It takes about 6
month to a year to finalize.

T Isit possible to buy directly from the developers?

Yes, maybe, but not easy. The developers are no longer actively involved in Balcones and
generally do not respond to emails. Some owners bought lots directly from the developers. The
developer currently holds 13 lots. We believe most of these are available for sale. We can
provide you with the appropriate contact information if you wish.

New Construction Questions:

What's the process for designing and building a new house?

According to our deeds, you are free to have your home designed by anybody but all designs
must be reviewed and approved by Simplemente Madera and must meet certain specifications
as outlined in the deeds. Practically speaking, having Simplemente Madera design your home is
the only viable choice given all factors. All the homes have been designed by Matthew and no
one has tested any other approach but due to the unique challenges of building at Balcones,
Matthew is the best qualified to provide a design.

To use Matthew, a lot owner should request a design quote from Matthew and then, once
happy with that, make a deposit on the design contract and move forward. As with designing
the home, you are free to use any builder you choose but should not make this decision until
after the design is complete. There are not a lot of options at this time for builders but we keep
exploring new options.

One builder, Levi Cruz, has a crew resident at the camp in Balcones and we screen people
carefully before allowing their staff to live with us.
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How long does the process take?

This really depends on the size and complexity of the building lot and the home. Choosing a
standard design along the concept of the Eco houses may speed up the process but basically all
the homes are custom designed. Matthew has designed a few smaller semi pre-fab homes but
none has been built at Balcones . Regardless of these choices, the process is slow like everything
else in Nicaragua. Best estimate based on the homes that have already been done is 9 to 12
months.

There is a backlog of homes to be built in our neighborhood, so it will be a good idea to get on
the list with your general schedule.

1 How often do homeowners need to be on-site during the building process?

Ideally, as much as possible. The Nicaraguan way of doing things is pretty loose and almost
every homeowner who has not been on-site regularly has had surprises when they do show up.
Quality construction discipline is not something that Nicaraguan builders are good at, so the
more they are monitored the better the job that is done. Plumbing and electrical service is an
area that you should pay close attention to and might consider bringing in an outside contractor
to inspect the initial design and the resulting work. The building process is also quite slow and
you should anticipate a 9 to 12 month construction time.

What's the typical cost to build a house? (2 bedrooms, 2.5 bath)

There is really no easy answer to this question. We have heard of homes being built for less than
S50 a square ft (questionable quality) and as much as $200 a square ft (on the high side). Our
best estimate at this time is that a home at Balcones should cost between $75 and $100 per
square ft. There is a 15% GST tax on all construction cost and design fees. There is also a local,
San Juan Del Sur tax of 10% on the value of the construction, which while not assessed
consistently in the past, may be applied retroactively on existing house and likely will be charged
on all new construction.

 How does one purchase major appliances?

Major appliances are now available in Rivas and Managua. It is very important not to buy fancy
or complex appliances with electronics. Balcones experiences many power outages and power
spikes, which drastically shortens the life of the electronic circuits. Although the appliances are
available, there is no reliable service available. We have seen many nice appliances junked
simply because they cannot be serviced.

9 Isitaffordable to ship larger items to Nicaragua? What is involved in getting the items through
customs? What is the duty on these items?
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and a vehicle without paying duty. This is a viable alternative, assuming you have the stamina

to work with officials in Managua to get your assets out of customs. This may take a serious

effort from a dedicated lawyer or Nicaraguan friends. The owners of Casa 4 shipped a container

and were successful in paying no duty and no bribes, butitwasnQU ¢ A G K2dzi aidNBaa Iy

1 How much does it cost to furnish a house through Simplemente Madera?

This is actually one of the good deals in Nicaragua. Simplemente Madera builds beautiful
furniture at their factory outside Managua. They use beautiful woods and the furniture is of
good quality. It depends how large the house and how many bedrooms. For example, a queen
size bed is about $1,000 before mattress which is $400 ¢ $900 and a night stand is about $275.
A couch and loveseat, with cushions is about $1,500. A solid wood floor lamp is about $350.
Matthew has recently opened a beautiful showroom in Managua with many examples of their
current line. A furniture package could likely be discounted 50% from the retail cost with a
contract for design and construction; and will probably cost between $8,000 and $20,000.

9 How much does it cost to add a solar power and/or solar heating system?

ECAMI from Managua provides quality solar hot water systems, including installation for
approximately $1,800 to $2,000. You must expect annual or biannual maintenance of about
$100, including transportation. Make sure you are onsite for installation with a GPS and
compass and understand how the unit should be oriented.

9 Isthere areputable electrician/plumber that owners have used?

Not really. This is the type of support that is simply not readily available in Nicaragua.
Construction is quite different in Nicaragua in that the general contractor does everything.
There are few building codes that are enforced (or inspectors to do the enforcing). A fire
department inspection is required. | am sure that in Managua there are more qualified
resources but trying to get them to Balcones may require going to Managua, picking them up,
bringing them to Balcones and then doing the whole thing in reverse. Not very practical, but a
necessary expense during design and construction.

Cost of Living Questions:

9 What are the typical/projected Balcones Property Owners Association costs per year for each
owner?

It is quite possible to rent your home and cover annual costs. However, you must actively
engage in the rental process during the time you will not be resident in Balcones.
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The current monthly dues paid to by a lot without a house is $150 per month. Lots with homes
pay $465 per month. These charges pay for our property manager, security, and infrastructure
associated with roads, water and power.

Other costs that a homeowner can anticipate are salaries for housecleaning, pool maintenance
and gardening, a monthly fee to monitor and manage the services to your home, shared
electrical costs for pumping water, actual electrical costs for your home, shared supplies (hoses,
exterior lights, pool chemicals, cleaning supplies etc.), shared internet, etc. Currently these
additional charges are about $335 for an Eco house and about $400 for a custom built home.

Nicaraguan property taxes are due annually. Managing your assessed value is a time-consuming
process annually, that you may decide to hire a lawyer to do for you.

Additional assessments arise from time-to-time. We have proposed that a guard service station
be built to provide bathroom, sink, power and microwave for the guards use. If this is agreed to
by the majority of the owners it will require an additional assessment to fund it.

9 Does Balcones at Majagual have a wireless network?

Yes. We are continuing to develop our internet connection infrastructure. We are planning to
buy bandwidth and maintain our own distribution network among the homes. For the most
part, the internet works reasonable well. The biggest problem is regular power outages which
then drive the need for resetting specific devices.

How much does home insurance cost? Who is a reputable insurance company?

Fire insurance is available for just under $3000 annually for a four bedroom home through
CSISA SEGUROS akisaseguros@gmail.com in Managua. Other types of insurance are not
available.

9 Is there some form of liability insurance required to cover possible accidents to renters?

No. If your guard shoots an intruder threatening a resident or a guest, the cost to resolve the
lawsuit will be $5,000 - $15,000 and the owner of the property may be placed in a Nicaraguan
jail during the time it takes the case to be settled. It is important to flee the country
immediately into Costa Rica in case of a legal incident. You will be detained at the airport in
Managua, but not in Costa Rica.

9 Whatis the typical monthly cost of living overall for owners living at Balcones?

We presently estimate about $750-800 per month for an eco house and $800-5900 for a custom
house for the costs paid through your escrow account held at Balcones. This does not include
repairs, furnishings, replacement of supplies, insurance, real estate taxes, etc.
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Other:

Who is the management team and how are they compensated?

Our property manager is paid from the monthly Balcones fees. Presently, advertising,
marketing, strategy, communications, accounting and collections roles are done by owners who
have volunteered their expertise and time. This will need to change in the near future with
more either more volunteers helping with the management functions or hiring others to do
these jobs. Dues will need to increase accordingly.

How difficult is it to rent a place out?

Owners who answer email requests in a timely fashion and/or place their homes for rent on the
AYGiSNYySi OFy 6S &dadaNBR 2F | NB3IdzZ F N adNBlIyYy 27
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paltry stream of rentals.

What do renters look for in a rental?

A response within 3 hours of their email request and a home with internet, hot water and a
backup system.

How is rental maintenance arranged?

The homeowner group, with the assistance on the on-site team will deal with rental

maintenance issues, with the help of a hired concierge at 10% of the rental fee. The

homeowners group provides security to the whole community as well as regular maid, pool,
garden,roadandcomY 2y f I YR YIAYGSylyOS Fa LI NG 2F @&2dzNJ
onsite team, can and will do minor maintenance items and will help arrange for contractors to

do anything major at homeowners expense.

Is it safe to leave a house unattended for part of the year?
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group single largest expense. Currently the homeowners group provides 24/7 security

throughout Balcones regardless of whether a homeowner or renter is in residence. Most of the

crime in Nicaragua is theft of cash, electronics, and small valuables. Most criminals do not have

transportation and are only interested in what can be easily carried. The security threat is

greatest when the house is occupied or there is an impression that cash is available.

We have worked hard to create an impression that we are heavily armed and guarded and have
an active security force. A home left alone without attention in the jungle would not survive
long. Our security plan is working very well at this point and we have had no incidences in quite
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a while. With security in place and the ongoing participation of the on-site team in watching
over and regularly cleaning and inspecting the homes for termites (yes, cleaning is required even
when a house is not occupied), a home can be left without any problems.

How much interaction does the BPOA have with the developers?

Effectively none at this time. The original developers are no longer actively involved in Balcones.
They did grade the roads for us this past fall but that is all they have done in over a year. The
homeowners group has had to take over the responsibilities of the developer and is continuing
to try and work with the developers to find a longer term solution. It is unclear how this will be
resolved, but in the meantime, the homeowners group has actually made really good progress
at continuing to keep Balcones going, growing and afloat. The developer has indicated
willingness to deed common land to any legal structure that the residents are willing to create.

9 Is there any guarantee about what the developers will or will not do with the common areas in
the future?

None. This is an issue we are very aware of and we are working towards finding a solution. We
do not feel overly concerned that the developer will do something negative but we do need to
get ourselves to a point where we can control the common areas as a group.

9 Is aspecial visa required to stay in Nicaragua for 6 months?

The US and most other countries offer 90 day visas without prior arrangements. Depending
upon your citizenship, you may need a visa prior to arrival and you may need to leave after 90
days. Most people need only pay a small daily fee after 90 days or go to Managua to request
and buy a visa extension.

We are a very diverse community with many unique personalities, backgrounds, interest and
talents. We are all there for a variety of reasons. Each of us has made substantial commitments
of resources and time, believing that Balcones de Majagual is a unique and magical place. ltis
not a short-term project to develop a community that thrives and succeeds, but we are
committed to the goal. Living and owning property in a foreign country is not without its
challenges, frustration, risks and rewards. We hope that this information will be your first step in
making an informed decision.
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Appendix A z Introduction Letter and Walk -through

Home or Lot Number:

Owner Name:

Legal Entity and/or names of persons who are legal owners of your home or lot. All owners are
100% responsible for all actions and all debts for Balcones Property Owners Association,
regardless of legal ownership of unit.

Additional Family Members:

Family members to be recognized as visitors with full permission of owners.

Physical Address of Owner:

Address of place of business or residence of owners.

Email address:

Email address(es) to receive board communications, newsletters and invoices.
Confirmation of Contents of Home or Lot:

Date and time of walk-through:

As an owner, if you decide to rent your home, you are required to maintain the required physical
inventory in your home to support the rental operation. If any inventory is damaged by guests, the
damage will be charged to guests and repairs or replacement performed by Balcones onsite staff.
Housekeeping maintains the official inventory list, but a general list follows so you can be sure the
following assets are not removed by the previous owner ¢ or you will be assessed for their replacement.

Specific inventory guidelines are available from the Balcones Property Owners Association, general
guidelines follow:

Living room Ccouches or couch and large chairs, coffee table, audio cabinet with TV and DVD players
with remotes and speakers.

Bedrooms Cbeds, mattress, two end tables with lamps, low bench. Two complete sets of bed linen and
bathroom towels for each guests accepted in your home.

Kitchen ¢ Kitchen table, chairs, full service for each guests accepted in your home, including plates,
glasses and silverware, cooking pots, pans and implements, toaster, coffee maker, microwave, etc.
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Homes available for rental must have hot water and a battery backup system. Generators are not
permitted in Balcones at Majagual. Quiet hours are from 9PM to 9AM ¢ including construction
activities.

Please schedule a walk-through of your home with Balcones housekeeping to sign off that your home is
clean and all required articles are present after the previous owner has departed. You may be assessed
a cleaning fee, if extraordinary cleaning is required to bring your home up to standards required for
inclusion in the rental operation.

Financial review and signing of covenants and restrictions:

Date and time of financial review:

To obtain water and electricity in a home, the owner is required to sign and abide by the covenants and
restrictions. We encourage every homeowner to contribute their good ideas to the group of
homeowners who maintains the policies enforced within our community.
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Appendix B zBalcones at Majagual covenants and restrictions

Note: This document is a loose translation of the convenants and restrictions on most deeds in the
community. Itis subject to change as our Balcones Property Owners Association matures.

1) Alot less than six thousand square meters (6,000 m2) may not contain more than one
building. Fincas may contain two buildings, one for the purchaser and one for operating
and maintaining the farm. In no case may buildings of more than three stories be
constructed, and height of buildings must depend on the slope of the lot and may not
compromise the view from neighboring lots.

2) The plans for each home should be designed by the company called "Simplemente
Madera" and if an owner wants to do design on their own, the design must be pre-
approved by "Simplemente Madera".

3) The size and design of septic systems must conform to the plan designed by
"HYESS, SA.€

4) The roofs of the buildings may only be tile or palm thatch.

5) Exterior and visible colors used in homes must be uniform and pre-approved by
the Balcones Property Owners Association.

6) During the construction process, no workers may be housed on the purchased lot.
Construction materials shall be stored on the lot and not in the street or neighboring
lots, whether occupied or sold.

7) Itis forbidden to make alternate roads anywhere.

8) The entrance and exit of the property must be retained.

9) Swimming pool may not be filled using the Balcones water supply. This is to
preserve the water resources of the Balcones and to maintain adequate
reserves. Therefore it is required to hire external water trucks to fill swimming
pools.

10) No construction may use any area outside the purchased lot and the boundaries
within Balcones must be respected.

11) All household garbage must be divided into organic, garden clippings and
recyclables.

12) The trash services, security guards, maintenance of roads, street lighting in
public areas, and drinking water will be managed by the developer until the sale
of half plus one of the lots. At that time, the property owners must organize a
Property Owners Association and take over such services without any further
responsibility from HYESS, SA. HYESS, SA will stay as a member of the Property
Owners Association and pay proportionately its obligations until all lots are sold.
Payment for services will be made quarterly, and is estimated at seven hundred
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US dollars ($700) per year per lot, a sum that may be recalculated by the
Property Owners Association.

13) In cases where a lot of trash is generated, for example: pruning, waste material

or any other objects, the owner must pay an additional charge for trash removal.

14) As of the date of sale, any national or municipal taxes on the lot or buildings are

the sole responsibility of the buyer.

15) No commercial businesses may operate within Balcones. Any business activity

must be reported to the Property Owners Association, who will inform the
person in violation that the business violates these covenants and restrictions.
The purpose of this rule is to assure the protection of owners, and to keep
Balcones a pleasant community.

HYESS, SA must abide by the following rules and obligations:

1)

2)

3)

4)

5)

6)
7)

Each lot shall be located within the area defined as Balcones - one hundred and
eighteen manzanas (118 manzanas), fully closed-off with a single entrance and
single exit, monitored and protected, until the sale of half plus one of the areas
of urbanization. At that time the Property Owners Association shall manage and
pay for security. HYESS, SA may remain as a member of the Property Owners
Association and shall pay its obligations in proportion to the unsold lots.

HYESS, SA will divide the land into lots and deliver the lots without any kind of
separation between the lots.
"HYESS, SA" will install electric power connected to Union Fenosa. The
theoretical demand of each lot under construction is estimated at ten kilowatts
(10 kw).
The meters are connected to transformers. A buried pipe shall be installed along
the path between the transformer and the lot. It shall contain a wire that will
assist the purchaser in running cable and connecting to power grid after
acquiring a meter from Union Fenosa. In the case that the buyers need more
than ten kilowatts (10 kW), the buyer will have to install a transformer according
to his need on his lot.
Water will be pumped from wells frilled in Balcones common land and will be
administered by the Balcones Property Owners Association.
Each lot will have defined access.
HYESS, SA makes the following recommendations to the purchasers:

i. no swimming pools larger than twenty thousand gallons (20,000 gallons)

are recommended.
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ii. Itisrecommended that separation between lots be constructed of living
plant material, for aesthetics and because the plants can be pruned in the
event of obstruction of visibility between neighbors.

If the buyers intend to do something different that these the suggestions, their plan must be
approved Property Owners Association.
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Disclaimer

The information presented above is for general information purposes only. The information is provided
by the Balcones Property Owners Association and while we endeavour to keep the information up to
date and correct, we make no representations or warranties of any kind, express or implied, about the
completeness, accuracy, reliability, suitability or availability with respect to the information, products,
services, or related graphics above presented for any purpose. Any reliance you place on such
information is therefore strictly at your own risk.

In no event will we be liable for any loss or damage including without limitation, indirect or
consequential loss or damage, or any loss or damage whatsoever arising from loss of profits arising out
of, or in connection with, the use of this information.
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