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Introduction 

Areté Real Estate & Development Company (Areté) is a Houston based residential community and 
commercial Land Development Company. In business for more than 25 years, Areté sets the 
standard for the nation's finest master planned communities.  

 

 

A Message from Joe Fogarty 
 

 

Joe Fogarty  
President/CEO  

Areté Real Estate & Development Co., 

talks about his life as a  

Builder and Land Developer.  

He further discusses the Houston 

housing market conditions and the 

extraordinary investment opportunity 

we now have. 

 

 

 

 

The effort to establish Public Improvement Districts performed by  
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Executive Summary 

In Houston today, the housing market has experienced record growth over the last couple of years the 

result of which is low available inventory. Average of 2.8 months across all categories. 

 Housing Starts are at their strongest since 3Q08 

 Annual new home starts are up 9.4% Year over Year  

Only lot supply constraints are stopping builders from ramping up more quickly.  

At Areté Real Estate & Development Co. (Areté), as developers it is our job to create communities. We 

do so by taking raw land and adding water, sewer, drainage, streets and subdividing lots for homes. 

Those lots are then sold to home builders. Currently there is a shortage of ready build lots available to 

builders. 

Areté to purchase up to 100 land tracts of prime undeveloped land strategically located throughout 

Houston. Each “land tract” is between 100 to 200 acres (approx. 14,493 acres in total) 

We intend to develop this acreage into approximately 100 communities over the next ten years. These 

communities will include of 48,640 buildable lots to be sold to home builders. The developed lots will 

sell for an average price of $47,569. The approximate gross revenue $ 2,313,755,488  

These projects will have a tremendous economic impact on Houston and provide for its population 

growth predicted to be 2.2 million per decade through 2050. These projects will create hundreds of jobs, 

house thousands of people and put billions of dollars into the economy. 

Because of the over-all public good, the State of Texas has created a 

Municipal Authority (Public Improvement District) for Areté projects and 

to provide for the reimbursement of the development costs of any project 

within the boundaries of the district. Areté has the authority to annex into 

the district any number of projects. 

A public/private partnership has been arrange between the Improvement District and Aqua Texas. Under 

this agreement Aqua Texas is require to provide water and sewer plants in each of the developments 

and to reimburse Areté for the cost of water and sewer, distribution and collection. Between the 

Improvement District and Aqua Texas we have secured 100% reimbursement of all development costs. 

Home builders will buy 35,000 – 40,000 lots a year for the foreseeable future. With our banking 

relationships for finance and an investment of $100,000,000 we can capture 10% of that market share. 

Because of our years of experience in our industry and our standing in Houston together with the 

confluence of the public/private partnerships that provide for 100% reimbursement of all development 

costs, we are presented with the opportunity to profit at a level never seen before.  
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Highlights 

 There is a shortage of single family homes 

 Home builders are working to meet demand, projected to purchase 35,000 – 40,000 lots a year 

 There is a shortage of buildable lots 

 We have identified land which is ideal for development 

 We have the experience and expertise 

 We have unmatched public/private partnerships providing 100% reimbursement. 

 With approximately $100,000,000 we can capture 10% of market share 

Investor Snapshot  

Option 1 - Investment Total: $ 100,000,000 

Preferred Interest: 8% 

Equity Share: 20% 

Estimated Return: $ 381,819,202 

Principle Repayment Term:          3 Years 

Project Term in Total: 10 Years 

Projected Net Proceeds for lot sales: $ 1,848,102,702 

 

Presale Strategy 

 We have already entered into agreements with local and national home builders 

 Before closing on the purchase of the land, the “planned” lots are pre-sold to home builders 

such as: KB Homes, LGI Homes, Grandview Builders, Perry Homes and others  

 These pre-sale contract provide mitigation of risk. 
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Locations 
Some of the proposed projects have already been planned and are ready to start. This map show the 

location of 14 projects 
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Partial Project List and Costs 
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Deal Structure 

 We will create multiple improvement districts in the Texas legislature and   will annex 

development tracts into the district.  

 We will form an individual Limited Partnership (LP) for each development tract.  

o Tracts will be acquired and developed by the newly formed LP.  

o Each Partnership will be a single asset entity.  

o The interest in all of these Limited Partnerships will be owned by a Master 

Limited Partnership. The President of both the Master and Sub-Partnerships will 

be Joe Fogarty, President of Areté. Additional responsibilities include Project 

Management.  

o The investors will be Limited Partners with ownership equal to 30% of the total 

ownership. 

 All planned lots will be pre-sold to both national and local builders in advance of the 

physical construction of each section of each project. A contract will be in place for the 

sale of all of the lots in each proposed development before land acquisition.  

 The Improvement Districts will have authority to reimburse 100% of the cost of 

developing the roads, including the cost of road right of ways, detention ponds and 

parks. 

 Aqua Texas will buy the water and sewer customer base created by the development 

at $5,000 each single family home connection effectively paying for the costs to 

produce. Aqua will then own the water/ sewer systems and the customer base and will 

maintain those systems at no expense to the district.  

 This milestone will provide capital to apply to principle and interest 

payments 

 Projected term to repay Investor Principle is 36 to 48 months. 
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Process 

1) Investor(s) will deposit $100,000,000 into an account at 
Patriot Bank Houston, TX. The account will be under the 
control of the Investor(s) alone. The capital account will 
accrue a return on investment at a rate of 8% per annum 
from the date of deposit until return. 

2) A new Limited Partnership will be created for each 
development project.  

3) Funding will occur at the direction of the Investor. Funds 
will be dispersed for the acquisition of the land tracts 
according to purchase contracts subject to Investor 
approval of a title company settlement statement.  

a) Draws for construction will be only in amounts spelled 
out in the project budget for work completed and 
approved by the project engineer. 

b) In each case, management will prepare a detailed cash 
flow analysis which would demonstrate total need for 
funds, estimate the total revenues to be generated and 
the new cash flow provided by each development.  

c) There will be a priority of payment in each partnership 
such that all subcontractors and vendors are paid first, 
all debt supported by debt instruments including all 
interest due the partner's capital account.  

4) Revenue will come in as projects are completed by  
3 Channels. 

a) Reimbursements from the Improvement District  

b) Connection purchases from Aqua Texas 

c) Closed sales contracts from home builders 

5) Distribution of net cash flow. 

 

 

  

Fund

Limited Partnerships

Aquire

Develop

Close Sales

Reimbursements

Distribute 
Profits

$$$
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Houston Economy 

Facts About Houston 

 Houston is the fourth most populous city in the nation (trailing only New York, Los Angeles and 

Chicago), and is the largest in the southern U.S. and Texas. 

 The three-airport system served 49.5 million passengers in 2010, including over seven million 

international travelers. 

 If Houston were an independent nation, it would rank as the world's 27th largest economy  

 Cost of Living Index shows that Houston's overall after-taxes living costs are 11.1% below the 

nationwide average, largely due to housing costs that are 24% below the average. 

 92 countries have consular offices in Houston, the third highest in the nation 

 Houston boasts more than 40 colleges, university and institutions - offering higher education 

options to suit all interests. 

 Houston is home to the Texas Medical Center, the largest medical center in the world, with a local 

economic impact of $10 billion. More than 52,000 people work within its facilities, which encompass 

21 million square feet. Altogether 4.8 million patients visit them each year. 

Houston is home to more Fortune 500 company headquarters than anywhere in 

America except for New York. 
There are 26 Fortune 500 companies headquartered in Houston, fewer than New York's 72 but well 

ahead of Dallas's 19 and Washington D.C.'s 20. Many are in the city's "energy corridor," the home of the 

oil and gas industry.  

They include Conoco Phillips, Marathon Oil, Sysco, Apache, Halliburton, and many more.  

 

               

http://www.houston.org/newgen/14_Company_Information/14A%20W001%20Fortune%20500%20Companies.pdf
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Employment 
When you think about Houston, Texas, you probably picture massive oil refineries, oppressive humidity, 

and a sub-par baseball team — a far cry from one of the nation's most up-and-coming cities.  

But you shouldn't dismiss Houston so easily;  
“the Bayou City is an economic juggernaut.” 

It's by far the country's No. 1 job creator and home to 26 Fortune 500 companies. A paycheck 

goes farther here than anywhere else in the country, and it has a medical center larger than downtown 

Dallas.  

Add a thriving restaurant and cultural scene, and you've got a winning case for Houston as the best city 

in America. Here are 18 reasons you may want to pack your bags and head south.  

It's got the jobs. Houston is the No. 1 city for job creation in the U.S. By a lot. 

 

http://www.businessinsider.com/%20http:/www.houston.org/newgen/14_Company_Information/14A%20W001%20Fortune%20500%20Companies.pdf
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It hosts the world's largest concentration of healthcare organizations, with scientists 

working hard to beat cancer. 

The Texas Medical Center is the largest 

single employer in Houston, and the 
largest medical center in the world, with 
21 hospitals, eight academic and research 
institutions, and 50 total related 
organizations, all not-for-profit. 

The complex is larger than downtown 

Dallas.  

Institutions include the University Of Texas 

M.D. Anderson Cancer Center, one of the 

world's premier cancer treatment and 

research hospitals, which is spending 

billions in an aggressive push to cure five 

types of cancer.  

Houston's unemployment rate is significantly below the national level. 

 

FRED 

 

Zdenko Zivkovic/Flickr  

http://texasmedicalcenter.org/about-tmc/
http://texasmedicalcenter.org/about-tmc/
http://www.economist.com/node/21542159
http://www.economist.com/node/21542159
http://research.stlouisfed.org/fred2/graph/?chart_type=line&recession_bars=on&log_scales=&bgcolor=%23e1e9f0&graph_bgcolor=%23ffffff&fo=verdana&ts=12&tts=12&txtcolor=%23444444&show_legend=yes&show_axis_titles=yes&drp=0&cosd=2000-01-01%2C2000-01-01&coed=2014-04-01%2C2014-04-01&width=670&height=445&stacking=&range=&mode=fred&id=HOUS448UR%2CUNRATE&transformation=lin&nd=&ost=-99999&oet=99999&scale=left&line_color=%234572a7&line_style=solid&lw=2&mark_type=none&mw=1&mma=0&fml=a&fgst=lin&fq=Monthly&fam=avg&vintage_date=&revision_date=
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A paycheck goes farther in Houston than 

any other major metropolitan area. 
Living well isn't just about high pay. It's about how 

much everything costs. You can't beat Houston 

here. 

When you adjust for cost of living, Houston has 

the highest pay in the country at $73,418, ahead 

of places like the San Jose area, which has high 

wages but extremely high costs.  

 

Economy & Trade 
Houston is home to a thriving business economy that has rapidly diversified from its strong energy base. 

This economic diversification includes growth in high-technology industries, medical research, health 

care and professional services. 

Today, the Houston economy is based on a broad spectrum of industries including: 
 
 Oil and gas exploration 

 Basic petroleum refining 

 Petrochemical production 

 Medical research and health care delivery 

 High-technology (computer, aerospace, 

environmental, etc.) 

 Government (City, state and federal) 

 International import and export 

 Commercial fishing 

 Agriculture 

 Education 

 Film and Media 

 Banking and finance 

 
 

 

Housing is more 
affordable here. 
Houston didn't 
experience a housing 
bubble the way the 
rest of the country did. 

 

   

http://www.newgeography.com/content/002950-the-cities-where-a-paycheck-stretches-the-furthest
http://www.newgeography.com/content/002950-the-cities-where-a-paycheck-stretches-the-furthest
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Economy & Trade (cont.) 

 #1 on Forbes fastest growing cities list 

 2015 Projected Growth rate: 1.74% 

 Job Growth rate: 4.5% 

 Unemployment: 4.8% 

 2014 GMP Growth: 3.52% 

 Median Income: $71,900 

 

 Houston  realtors  sold  more  than  425,000  homes  in  the  past  five  years.  The region is on pace 

to record 91,000 closings this year, which would set a record. Home sales are closing at the rate of 

one every six minutes.  

Read the entire Houston Partners Employment Forecast by Transwestern® at http://1drv.ms/1zU8HiE 

Real Estate 
 Annual new home starts are up 9.4% YoY; only lot supply constraints are stopping builders from 

ramping up more quickly 

 Housing Starts are at their strongest since 3Q08 

 Builder bottlenecks are causing strong appreciation in home values; with rental rates rising buyers 

have little choice but to pay higher prices 

December 2014:  The Houston new home market continued to surge in the third quarter, with builders 

starting construction on 8,531 new homes, about double the annual increase from last quarter. 

Representing a year-over-year gain of 9%, Houston hasn’t seen this many new homes since the third 

quarter of 2007. On an annualized basis, starts stand at 29,905, 8% above 3Q13, and the strongest rolling 

four quarters since 3Q08.  
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Forbes: America's Fastest-Growing Cities 2015 
Forbes publishes a list of the fastest-growing cities in America each year. This year Texas placed five cities 

on the list, the most of any state: after Houston, the top 3 of our list is rounded out by Austin and Dallas, 

followed by Fort Worth (No. 8) and San Antonio (No. 10), to give Texas half the cities in the top 10, 

propelled by strong population growth and unemployment levels under 5%. 

#1: Houston, Texas 
Thanks in large part to the boom in horizontal drilling and fracking, which has helped the Houston metro 

area add a whopping 667,800 new jobs since 2005.  

The “Energy City” is an economic powerhouse: its 4.5% year-over-year 
job growth rate is the nation’s fastest. Jobs at major corporations like 
ConocoPhillips and Halliburton help boost the median annual pay for 
college-educated workers to $71,900, fourth among America’s 100 
largest metro areas. Add to that an economy that grew at a 3.52% clip 
last year alone, and Houston lands the No. 1 spot on Forbes’ annual list 
of America’s Fastest-Growing Cities. 

 

Population 
Houston-The Woodlands-Sugar Land, TX MSA shows population of 6.64 million into 2015  

Projected 2.2 million person increase per decade through 2050 
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Appendix 
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Appendix 

Woodcreek Mortgage Income Statement 
12 months ending December 31st. 2014 

Income       

Sale of Property    $            1,186,652.42    

Commission Income    $                391,980.75    

Interest Income    $                169,146.21    

Reimbursement    $                125,279.19    

Other Income    $                  43,101.43    

     Total Income   $       1,916,160.00  

Expenses       

Development Expense    $                574,019.73    

Commissions    $                142,744.00    

Rental Expense    $                    6,901.37    

Legal & Accounting    $                103,010.78    

Overhead    $                442,317.34    

Interest    $                181,219.27    

     Total Expense   $       1,450,212.49  

        

     Net Income   $          465,947.51  

Woodcreek Mortgage Statement of Net Worth 
Assets         

Woodcreek Mortgage 25% of the stock   

Plus other assets*   $                  8,149,633   

    

   Total Assets   $             8,149,633  

Liabilities    

Deferred Income Taxes (30% Rate)  $                  2,444,889   

    

   Total Liabilities   $          (2,444,889) 

    

   Net Worth   $             5,704,744  
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Woodcreek Mortgage Balance Sheet 
Real Estate Assets    

Fair Value - Real Estate Interests (1)  $                34,735,742   

Real Estate Owned   $                      632,762   

    

  Total Real Estate Assets   $          35,368,504  

Reimbursements    

MUD Reimbursement -   Greenbrook   $                  1,711,020   

MUD Reimbursement -  Glen Eagles   $                  1,441,448   

MUD Reimbursement -  Mallard Crossing   $                  1,250,000   

    

  Total Reimbursements   $             4,402,468  

Other Assets    

Mortgage Receivables   $                  2,469,523   

Loans - Related Parties   $                      614,777   

Cash in Bank   $                      233,968   

Accounts Receivable   $                      111,348   

Earnest Money   $                        61,000   

    

   Total Other Assets   $             3,490,616  

    

   Total Assets   $          43,261,588  

 

Liabilities & Stockholders Equity 

Liabilities    

Accounts Payable   $                        99,279   

Taxes Payable   $                        26,963   

Mortgage Escrow Accounts  $                        31,090   

Note Payable - Patriot Bank  $                  3,745,499   

Provision for Federal Tax   $                  6,078,755   

  Total Liabilities   $                  9,981,586   

Stockholders Equity  
Common Stock 

  $                32,118,534   

    

  Total Liabilities & Capital   $          43,261,588  
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Areté Certificate of Incorporation 
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Woodcreek Mortgage Filing 
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Letters of Recommendation  

 

 

 
  



 

INVESTOR PROPOSAL - APRIL 2016 - CONFIDENTIAL 27 OF 36 

 
Investor Proposal 
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Contact 

 

 

 

For all requests please contact 

 

 

Sophia Filfil 
Principle Owner 
Director of Sales 

Office (281) 272-6134  
Direct (713) 398-7927 

SophiaFilfil@aretetx.com  

  

 

mailto:SophiaFilfil@aretetx.com?subject=Arete%20REDC%20Proposal

