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Disclaimer 

THIS PRESENTATION IS FOR INFORMATIONAL AND EDUCATIONAL 
PURPOSES ONLY AND SHALL NOT BE CONSTRUED TO CONSTITUTE 
INVESTMENT ADVICE.  NOTHING CONTAINED HEREIN SHALL CONSTITUTE 
A SOLICITATION, RECOMMENDATION OR ENDORSEMENT TO BUY OR 
SELL ANY SECURITY OR OTHER FINANCIAL INSTRUMENT. 

  

INVESTMENT FUNDS MANAGED BY WHITNEY TILSON AND GLENN 
TONGUE HAVE POSITIONS IN MANY OF THE COMPANIES DISCUSSED 
HEREIN.  THEY HAVE NO OBLIGATION TO UPDATE THE INFORMATION 
CONTAINED HEREIN AND MAY MAKE INVESTMENT DECISIONS THAT ARE 
INCONSISTENT WITH THE VIEWS EXPRESSED IN THIS PRESENTATION. 

  

WE MAKE NO REPRESENTATION OR WARRANTIES AS TO THE 
ACCURACY, COMPLETENESS OR TIMELINESS OF THE INFORMATION, 
TEXT, GRAPHICS OR OTHER ITEMS CONTAINED IN THIS PRESENTATION.  
WE EXPRESSLY DISCLAIM ALL LIABILITY FOR ERRORS OR OMISSIONS IN, 
OR THE MISUSE OR MISINTERPRETATION OF, ANY INFORMATION 
CONTAINED IN THIS PRESENTATION. 

  

PAST PERFORMANCE IS NO GUARANTEE OF FUTURE RESULTS AND 
FUTURE RETURNS ARE NOT GUARANTEED. 
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Background 

• At the last Value Investing Congress in NYC on October 13, 2010, 

David Einhorn of Greenlight Capital gave a 139-slide presentation 

entitled, “Field of Schemes: If You Build It, They Won’t Come”, in 

which he explained why he is short St. Joe.  A key pillar of his 

investment thesis is that many of St. Joe’s developments, like 

WindMark, are ghost towns – and are likely to remain so. 

• In response, Bruce Berkowitz of Fairholme Capital, who is now the 

Chairman of St. Joe (and his firm owns ~30% of the company), 

released in early February 2011 a 63-slide presentation entitled, 

“WindMark: Some truths about JOE brought to light by Fairholme 

Capital Management, LLC.”  It is filled lovely photographs that give 

the impression of a vibrant community with lots of construction, retail 

shops, restaurants, etc. 

So who’s right?  What is the on-the-ground reality of WindMark??? 

Note: A copy of the Greenlight presentation (with audio) is posted at: www.marketfolly.com/2010/10/why-david-einhorn-is-short-st-joe-joe.html. 

A copy of the Fairholme presentation is posted at: http://finance.fortune.cnn.com/2011/02/07/berkowitz-throws-the-gauntlet-in-the-battle-over-st-joe. 
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Background on WindMark 

• “WindMark Beach is a beachfront resort community situated on approximately 2,020 acres in 

Gulf County near the town of Port St. Joe. Plans for WindMark Beach include approximately 

1,516 residential units and 76,000 square feet of commercial space. The community features 

a waterfront Village Center that includes a restaurant, a community pool and clubhouse 

facility, an amphitheater and approximately 42,000 square feet of commercial space.” 

• Residential units closed since inception: 150 (less than 10%) 

• Residential units under contract as of 12/31/10: 0 

Source: St. Joe 10-K 2010.  Graphic from Greenlight presentation, 10/10. 
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Current Status of WindMark Phase I 

• St. Joe was able 

to sell nearly all 

of the lots in 

WindMark 

Phase I before 

the bubble 

burst, but there 

was very little 

actual building 

so there are 

only 10-12 

homes currently, 

with many 

foreclosures 

and widespread 

abandonment 

Source: Graphic from Greenlight presentation, 10/10. 
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Current Status of WindMark Phase II 

• St. Joe was only 

able to sell 42 lots in 

Phase II and only a 

handful of homes 

have been built 

• St. Joe owns the 

unsold lots but hasn’t 

been able to sell 

them: only 4 lots 

have been sold in 

Phase II since the 

beginning of 2010, 3 

by banks 

• Note the road that 

runs between Phase 

II lots and the beach 

(i.e., there are no 

beachfront lots) 

 Source: Graphic from Greenlight presentation, 10/10. 



The Cover Page of the Fairholme Presentation 
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Note that the presentation was released in February 2011, but the 

photographs were taken five months earlier in October 2010 

Note: A copy of this presentation is posted at: http://finance.fortune.cnn.com/2011/02/07/berkowitz-throws-the-gauntlet-in-the-battle-over-st-joe. 



St. Joe’s Sales Office 
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From Fairholme’s presentation: 



St. Joe’s Sales Office (2) 
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From Fairholme’s presentation: 



St. Joe’s Sales Office (3) 
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The Same Person Appears in Two 

Photographs 
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This is the same person, 

appearing as an office 

staff person in one 

photo, and a prospective 

buyer in another 



These Are Not Buyers, But Rather St. Joe 

Employees Who Are Property Managers 

and Run the Design Review Board 
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Dane Sarah 
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St. Joe Sales Office – Summary 

• Greenlight never claimed that the St. Joe sales office pictured in 

its presentation was the WindMark sales office – the title of the 

slide was: “JOE Sales Office – Port St. Joe” 

• St. Joe has apparently consolidated multiple sales offices, 

including the one in the trailer in the Greenlight presentation, 

into the one sales office pictured at WindMark 

• The photographs of the sales office used in the Fairholme 

presentation are carefully staged with no actual customers, 

using a special lens to make the office appear larger than it is 

• St. Joe is having almost no success selling Phase II lots. 

Indeed, a full sales staff using the 5,500 square foot beautiful 

marketing center shown on previous pages sold only a handful 

of Phase II lots in the last few years 

• If you contact them, the sales staff is happy to show you the 

resale listings in WindMark; nearly 40% of them are being 

offered by banks who received lots in foreclosure and are 

offered at a fraction of 2006 prices 



Fairholme’s Response to Greenlight’s Photos 
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From Fairholme’s presentation: 



Fairholme’s 52 Photos 
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This is the last sentence in 

Fairholme’s presentation (page 11 of 63): 



Fairholme’s Presentation Shows Two Retail Shops, 

Neither With Any Customers, And One Has Closed 
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Fuss Boutique is the only shop that remains in 

WindMark.  It is run by Lauren Spring, who says it 

is losing money.  Her husband, Bo, runs the only 

construction company that appears to be 

operating at WindMark.  

The other shop shown in Fairholme’s 

presentation, Joseph’s Cottage, was only open for 

a few months and was losing money so it closed 

permanently and moved back to Port St. Joe in 

November. 

Lauren Spring of 

Fuss Boutique 

Joseph’s Cottage Joseph’s Cottage 



Fairholme’s Presentation Has Four Pictures of the Great 

Southern School of Fish Restaurant – the Only Problem Is That 

Business Was Abysmal, So It Permanently Closed on 12/1/10 
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Five Fairholme Slides Feature Units That Were Constructed as 

Condos But Converted to Rentals Because There Were No Buyers 
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It appears to be 

deserted.  Note 

that not a single 

light is visible in 

any of the units 



Fairholme’s 52 Photos:  

Where Are the People??? 
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Fairholme’s 52 Photos:  

Where Are the People??? (2) 
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Probably Due to the Lack of Construction 

in Phase II, Fairholme’s Presentation 

Shows Construction on a Phase I Lot 
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The Story Behind This Lot Is 

Illustrative, However 

• In 2002, St. Joe sold the Phase I beach front lot for $575,000 

• From 2002-2005 the lot was flipped twice until it sold for $1 million 

• But in 2006 the music stopped 

• In 2008 the lot was foreclosed and a year ago the current owner, 

Lawrence Wagner, bought the lot for $200,000 from a bank – an 

80% discount to the previous (peak) sale – a price that made sense 

for the current owner to build in 2011 

• But St. Joe has no WindMark beach front lots left to sell because no 

WindMark Phase II lots are even on the beach 



The Story Behind the Faucher Home That 

Appears in the Fairholme Presentation 
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• Meet the Fauchers: John and 

Lynne Faucher had the 

misfortune of buying a Phase II lot 

from St. Joe for $280,000 on 

8/14/06 

• It’s not clear why the Fauchers 

are finally beginning to build on it 

– perhaps a clause in their 

contract with St. Joe compels 

them to 

• A better lot (larger and closer to 

the water) sold for $104,500 on 

9/29/10 
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The WindMark Reality: It Would Be Perfect 

for Someone in the Witness Protection Program 

• In summary, WindMark (like many of St. Joe’s developments) is a 

ghost town.  The only restaurant has closed, as have all but one 

retail shop.  Virtually no construction is going on, sales of lots are 

few and far between, and there is huge shadow inventory. 
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What is WindMark Worth? 

• St. Joe is carrying WindMark’s residential real estate at 

$160.9 million, but Greenlight valued it at only $17.8 million  

St. Joe 

10-K 

2010: 

Page 112 of 

Greenlight 

presentation: 
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Greenlight Valued WindMark’s Beachfront 

Lots at $350,000, But the Last Three Sales 

Have Been in the $150,000 Range 
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Lot 21 (8/09) Lot 4 (10/09) Lot 32 (12/09) Lot 29 (4/10) Lot 19 (11/10) Lot 16 (1/11)

Source: www.qpublic.net. 
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Greenlight Valued WindMark’s Non-

Beachfront Lots at $125,000, But the Last 

Four Sales Have Averaged $70,000 

$0

$50,000

$100,000

$150,000

$200,000

$250,000

* Interior, but with private beach access. 

Source: www.qpublic.net. 
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What is WindMark Worth? 

Page 112 of 

Greenlight 

presentation: 

Using current valuations of $200,000 for beachfront lots 

and $70,000 for non-beachfront lots (and maintaining the 

$5 million estimate for the condo units, which is likely much 

too high), WindMark is worth $12.25 million, 31% less than 

Greenlight estimated and 92% less than the $160.9 million 

that St. Joe is carrying it on its balance sheet. 
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How Did St. Joe Avoid Taking Impairments 

on WindMark and Other Similar Properties? 

• The key accounting concept is the “recoverability test,” which 

compares the carrying value of the asset to the undiscounted net 

cash flows directly attributable to the asset over the life of the asset 

• If the undiscounted net cash flows are less than the carrying amount 

of the asset, then asset has been impaired and must be marked 

down to fair value 

– Fair value is market value, but if there is no active market value, 

then fair value is equal to the present value of the expected 

future net cash flows, and the charge is recorded as a current 

expense 
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New Language in St. Joe’s 2010 10-K 

• Old language in St. Joe’s 2009 10-K: 

– The accounting estimate related to inventory valuation is susceptible to change 

due to the use of assumptions about future sales proceeds and related real 

estate expenditures. Management’s assumptions about future housing and 

homesite sales prices, sales volume and sales velocity require significant 

judgment because the real estate market is cyclical and highly sensitive to 

changes in economic conditions. In addition, actual results could differ from 

management’s estimates due to changes in anticipate development, construction 

and overhead costs. 

• New language in St. Joe’s 2010 K-1 (emphasis added): 

– The accounting estimate related to real estate impairment evaluation is 

susceptible to change due to the use of assumptions about future sales proceeds 

and future expenditures. For projects under development, an estimate of future 

cash flows on an undiscounted basis is performed using estimated future 

expenditures necessary to maintain the existing project and using management’s 

best estimates about future sales prices and holding periods. The projection of 

undiscounted cash flows requires that management develop various 

assumptions including: 
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New Language in St. Joe’s 2010 10-K (2) 

• New language in St. Joe’s 2010 K-1 (continued): 
 the projected pace of sales of homesites based on estimated market conditions and 

the Company’s development plans; 

 projected price appreciation over time, which can generally range from 0% to 7% 

annually; 

 the amount and trajectory of price appreciation over the estimated selling period; 

 the length of the estimated development and selling periods, which can range from 5 

years to 17 years depending on the size of the development and the number of 

phases to be developed; 

 the amount of remaining development costs and holding costs to be incurred over the 

selling period; 

 in situations where development plans are subject to change, the amount of entitled 

land subject to bulk land sales or alternative use and the estimated selling prices of 

such property; 

 for commercial development property, future pricing which is based on sales of 

comparable property in similar markets; and 

 assumptions regarding the intent and ability to hold individual investments in real 

estate over projected periods and related assumptions regarding available liquidity to 

fund continued development. 

…The results of impairment analyses for development and operating properties are 

particularly dependent on the estimated holding and selling period for each asset group, 

which can be up to 35 years for certain properties with long range development plans. 
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New Language in St. Joe’s 2010 10-K (3) 

• More new language in St. Joe’s 2010 K-1 (emphasis added): 

– In the event that projected future undiscounted cash flows are not adequate to 

recover the carrying value of a property, impairment is indicated and we would be 

required under generally accepted accounting principles to write down the asset 

to its fair value. Fair value of a property may be derived either from discounting 

projected cash flows at an appropriate discount rate, through appraisals of the 

underlying property, or a combination thereof. 

– Generally accepted accounting principles only allow an impairment to be 

recorded when the undiscounted cash flows for these properties are less than 

the carrying value. We do not calculate projected cash flows on a discounted 

basis, or obtain appraisals, to determine the fair values of such properties unless 

an impairment is indicated. The fair value of a property at a point in time may be 

less than its carrying value due to current market conditions. 

– In the event that our estimates of undiscounted cash flows are decreased in 

future periods due to changes in assumptions arising from economic or other 

factors, we could be required to recognize impairment losses. In addition, if our 

intentions to hold our real estate investments were to change, we could be 

required to recognize impairment losses. 
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WindMark’s Future Prospects 

• Might WindMark someday recover and become a thriving high-end 

development, allowing St. Joe to sell its residential and commercial 

properties at high enough prices to justify WindMark’s $160.9 million 

carrying cost? 

• We think odds of this are close to zero 

• If WindMark were located in well-developed central and southern Florida, it 

might have a chance, but instead it’s located in a area often called the 

“Redneck Riviera”, which according to UrbanDictionary.com is a “strip of 

surf and sand that stretches some 95-miles along Florida's Highway #98.”  

Here’s an example of how it is used in a sentence: “All of the girls from the 

local high school went to the Redneck Riviera to get drunk and cruise the 

strip.”  (UrbanDictionary.com).  Here’s a photo from Wikipedia: 

WindMark 
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How Did St. Joe Avoid Taking Impairments 

on WindMark and Other Similar Properties? 

• Answer: Applying the “recoverability test,” St. Joe’s management 

made “estimates about future sales prices, sales volumes, sales 

velocity and holding periods” to arrive at undiscounted net cash 

flows that exceeded the current $160.9 million carrying value of 

WindMark 

• St. Joe’s 10-K has clues regarding management’s assumptions, 

including up to 7% annual price appreciation and a development 

and selling period of up to 17 years for development properties and 

up to 35 years for operating properties 

• In light of the current state of WindMark and any reasonable 

expectation of its future prospects, we think it is highly likely that 

management’s assumptions are preposterous and an abuse of the 

recoverability test 

• If every company were able to make such assumptions, no company 

would ever have to take an impairment! 
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Buffett on Land Companies 

At a lecture to University of Florida MBA students on October 15, 1998 

(www.tilsonfunds.com/BuffettUofFloridaspeech.pdf), Buffett said: 
 

People sometimes get very confused about... they’ll look at some huge land 

company – I’ll take one that’s... that won’t, evoke any emotional reactions 

on the part of anybody – like Texas Pacific Land Trust, which has been 

around over a hundred years. 

[They’ve] got a couple of million acres in Texas, and they’ll sell 1% of their 

land every year, and they’ll take that as implying everything and come up 

with some huge value compared to the market value.  But that’s nonsense 

if you really own the property.  You can’t move 50% of the properties or 

20% of the properties.  It’s way worse than an illiquid stock.   

So you get these – I think you get some very silly valuations placed on a lot 

of real estate companies by people who don’t really understand what it’s 

like to own one and try to move large quantities of property.”  
 

Note the part near the beginning: "... that won't evoke any emotional reactions" 

– he didn't want to use St. Joe because he was speaking in Gainesville, FL! 


