
Good morning, everyone. My name is Chris Fraley. I’m the Chief Investment Officer 

here at RealtyMogul, and we’re here today to discuss the latest offering on the 

RealtyMogul platform, Baypoint Apartments located in Corpus Christi, Texas. But 

before we get started, let me start with some requisite disclosures.  

Today’s presentation is not an offer to sell or the solicitation of an offer to buy 

securities. Such an offer may only be made through the offering materials that are 

available on the RealtyMogul.com website. We are not attorneys, not CPAs and not 

financial advisors. We encourage you to speak with your own advisors about the 

offering and the terms related to it. Anything you learn today is for informational 

purposes only.  The information provided during this presentation, including 

information regarding targeted returns and investment performance is provided by 

the sponsor of the investment opportunity and is subject to change.  Forward looking 

statements, hypothetical information or calculations, financial estimates and targeted 

returns are inherently uncertain.  None of the opinions expressed are the opinions of 

RealtyMogul.  The investment opportunity we’ll discuss today is an illiquid investment 

into a real property, and you should be prepared to hold onto this investment for the 

long term. There is no secondary market for this investment, and there is no current 

liquidity for this investment.  Direct and indirect purchases of real property involve 

significant risk, including, but not limited to market risks, property specific risks, 

environmental risks, and loss of capital.  Investments are not insured by the FDIC, not 

bank deposits, not guaranteed by RealtyMogul and may lose value. 
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I would like to introduce our guests today, Jonas Levy and Justin Laub from Pegasus 
Real Estate. Welcome guys.  Also on the webinar is Michael Cohen. Michael is vice 

president at RealtyMogul, who was responsible for sourcing the opportunity, and 

he’ll be asking the questions at the Q&A portion. 

Sponsorship is the number one key of any investment opportunity, and maybe you 

guys could give us a little bit of your background.

••••• 

In 2008, I left JP Morgan and joined Behringer Harbor, specifically working with their 

multifamily funds. That was a non-traded restructure, and we ultimately raised close 

to $2 billion and went out and were buying class A multifamily throughout the Smile 

region of the U.S. from 2008 to 2011 timeframe. There, we ultimately got to about 

$3.5 billion to $4 billion of total assets, and that ultimately grew. We went public and 

then sold to Greystar back in 2017. I then moved on to the capital markets group at 

Behringer, working across all their different funds and multiple different property 

types.  In 2012, I joined a smaller private equity shop called Silverado Interest. There, 

I started off as their CFO and then ultimately moved into being their “deal guy.” 

There, we were again working across multiple different property types, including 

multifamily, retail, hospitality… some ground up, some value-add acquisition.

From 2012, until we started Pegasus in 2019, we did somewhere in the neighborhood 

of 88 deals, a little over $250 to $300 million in total equity that we put out. In 2018 

towards the end, Justin and I had this opportunity, and I’ll let Justin talk about his 

background, then we can talk about why we formed the company.

••••• 

My background was more on the structured finance side of the business. I’m from 

Dallas originally, but I was up in New York for a couple years doing my Master’s in 

Real Estate Finance at NYU. I was also working for a couple of major shops up there, 

Ackman-Ziff, as well as Aviva Investors. At the time, Aviva had a global real estate 

portfolio of, I think it was an excess of $35 billion, and I was doing a number of 

different things for them, but mostly looking for investments in the U.S.  Ackman-Ziff 

still exists, but is a boutique real estate investment banking firm. In 2012, I decided to 

make my way back to Dallas where I’m originally from.  I was with a company, here 

in Dallas, called Metropolitan Capital Advisors for several years before Jonas and I 

teamed up. Metropolitan Capital is really on the structured finance side. Raising debt 

and equity and everything in between; mezzanine debt, preferred equity, etc., for 

middle market real estate deals.

Usually deals that were anywhere from $10 million on the small end to the larger 

deals that I was working on were, call it in the $150 to $200 million range in size. It 

was across all different property types and around the country. In addition to that, 

Chris Fraley, 
RealtyMogul
(cont.)

Jonas Levy, 
Pegasus Real Estate

Justin Laub, 
Pegasus Real Estate



with the partners of Metropolitan Capital, I founded a small investment platform 

called Street Wealth Investments, where we would raise equity from our friends and 

family to invest in deals that we found interesting that were coming to us through the 

Metropolitan Capital platform. I was running that for a number of years and being the 

real estate deal junkie that I guess I am, I was also as just buying multifamily properties 

around the DFW area that I found interesting, was fixing them up, generally speaking, 

and would either refinance them once I was done with the rehab or sell them.

That was my background before starting Pegasus with Jonas. Jonas and I had been 

friends for a while, and nerded out on real estate deals ever since we’ve known each 

other. We were looking for the right opportunity to partner together but didn’t really 

want to leave our respective shops unless we had a strong financial backer to do so. 

We were fortunate to get that opportunity back in 2018, when we partnered up with 

a substantial family office here in Dallas.  Both Jonas and I know the gentleman who 

runs that family office. It’s a long-standing relationship.  Both Jonas and I have known 

this person for a number of years, and they were just forming their family office back 

in 2018. So, that was the impetus for getting Pegasus Real Estate started. We got 

everything planned out in late 2018 and launched the company in early 2019. We 

were able to hit the ground running.

We acquired our first deal in April of 2019, which is the Ashford apartments, which is 

shown on the track record sheet. That’s also one of the first deals that we ended up 

selling earlier this year, generating very good net returns to our LPs, as you can also 

see on the track record sheet. We then sold a couple other multifamily deals that we 

acquired earlier on, also have very good net-to-LP, IRRs, and equity multiples. We’ve 

developed what we think is a good track record so far, and we’re out there trying to 

acquire other deals that we find compelling. We’ve been active on the multifamily 

side, as well as the industrial side, all in Texas. Our latest deal is the Baypoint deal, 

which we will go through everything about it and why we like it. We’ve already closed 

on it August 8th.

It’s quite a bit of equity that was required for the deal, even after whatever investment 

amount that the RealtyMogul network decides to come in for, we still have a minimum 

we, and our family office have $8 million of equity in the deal. So we’re big believers 

in it, really like it, think we got a good cap rate basis going into it. So happy to get 

into the deal.

••••• 

And the only thing I would just add to Justin’s comments there is that generally, 

over the years, we’ve focused on not necessarily putting our foot to the gas pedal 

and buying everything. We’ve generally been very conservative, trying to find things 

where we think there’s true dislocations, or opportunities, or a great story. So we’ve 
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been more in the camp of buying three or four deals a year where we really find an 

interesting opportunity versus just buying everything and just purely riding with the 

market, but identifying opportunities we think are better returns than the market.

••••• 

And unique properties, in general. We generally try and buy properties that have 

something unique about them that helps them stand out from other properties, 

whether it’s a specific location, or amenities, or attributes to that property that 

make it not cookie cutter. We believe that’s the case here with Baypoint.  That was 

certainly the case with the first deal, Ashford that I mentioned. It had its own little 

private pond, a lot of direct access garages, a lot of things that made it unique, and 

it sold for top dollar when we sold it for those reasons. We have another multifamily 

property here in Dallas, that’s a high-rise called Rienzi. It’s in a great location. It was 

originally built as condos. The quality of the units is unparalleled for that vintage of 

property, and it’s in a very affluent part of inner Dallas. And so there’s some, I would 

say, attributes to that property that are unique, and that’s what drew us to that one.

With Baypoint, it’s always been considered the nicest property on the bay in Corpus. 

It has a very good longstanding reputation as such in the market. It has unbelievable 

views of the bay. It was built by a very reputable developer who’s based out of San 

Antonio, who had a good track record back when he was active.  It’s a very well-built 

property.

••••• 

Built as a resort style property, which also makes it unique in terms of the amenities 

that they provide, that aren’t really replicable by other properties in the market as 

well.

••••• 

Yeah, and certainly not today, because it sits on 30 acres along the bayfront in Corpus, 

which I don’t know that you’d be able to buy 30 acres right on the Bayfront at this 

point in Corpus. So again, we always look for unique attributes to the properties and 

feel like that’s the case here with the Baypoint as well. So Jonas has a point about 

the dislocation in the markets and looking for acquisitions where there’s some type 

of dislocation in the market where we feel like we’re getting a good basis and all that. 

Happy to go through that. I didn’t know if you wanted to go through the slide deck 

or if you want us to just keep going on.

••••• 
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Yeah, sure. Maybe you could tell us a little bit about Corpus Christi. What excites 
you about the market? 

••••• 

Sure. And maybe also, I guess maybe before jumping into that, just wanted to mention 

that on our team, we’ve also got a few other folks that have joined us over since 

we’ve founded the company. We brought on a lady, a little over a year ago, that had 

been a senior manager at KPMG. And so her background was international tax in the 

real estate world. Working for the very big players, such as Goldman, and Blackstone, 

and such. She joined us and has been very, very helpful. She’s our vice president with, 

and works on a lot of the accounting and financial and asset management related 

roles. And then, more recently we brought on a person who’s finishing up their MBA 

and was a senior credit analyst for a bank.  He’s focused on the asset management 

side of our business. Also, I think you had touched on the slide or hit the slide for our 

property management partner, which is Asset Living.

They’ve been our partner on all our multifamily. We spent some time getting to 

know them originally and found that we had various good relationships there and 

mutual acquaintances, and we started the conversation.  They were always the 

largest student housing, third party manager in the market, but their conventional 

side was actually around 12,000 units, I believe. We started the conversations with 

them, and we’ve got relationships there that go all the way to the top. So, we feel like 

we get really good treatment with them, but they’ve now grown to the fourth largest 

conventional management company in the U.S., so they’ve grown substantially, and 

they’ve done a really good job with us, and have always made sure we get the right 

on-the-ground people as well as the regionals and senior regionals. We’ve got a very 

strong relationship and I feel like we get very good attention with them.

••••• 

On that note, when we were looking at this deal on the front end, and to get back 

to your question about Corpus Christi, we look all around Texas for interesting deals, 

and this one had caught our attention because it was a particularly high quality, 

(late ‘90s vintage value add deal, right on the bay in Corpus.) So that was initially 

what drew our attention. And we started digging in.  We’ve looked at other deals in 

Corpus in the past, and for this or that reason, either we weren’t as competitive as 

somebody else on the price or couldn’t get there, what have you. But this one really 

sparked our interest. We started digging in, and one of the senior property managers 

at Asset Living who has been in the Corpus market for 25 years, we called her to ask 

her, “Hey, what do you think about this property?” What do you know about it? Its 

reputation? What do you think?”

She immediately knew the property. She just started salivating over the phone. She 

was like, “Oh my God, that’s always had the best reputation. It’s a great property right 
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on the bay. It’s a really clean property. You should definitely go after it.” And so that 

gave us a lot of confidence.  That’s what piqued our interest initially was probably, 

“Hey, this looks like a really nice property, good demographics, or legitimate value 

add story here. Some amenity sets that you can’t replicate in Corpus and a really 

good reputation.” So we started digging in and it is well situated within the Corpus 

market. Corpus is generally a slow, steady type growing city. It does play off a little 

bit of San Antonio and Houston, but it’s far enough away. It wouldn’t be considered 

part of the MSAs for either of those cities.

But, you do get a fair amount of people that either move down there from those 

MSAs or simply travel down there for tourism, for fishing, what have you. But there’s a 

couple of economic drivers in Corpus, that the property is located next to, which got 

us interested, which is its right next to the Corpus Christi Medical Center, which is the 

biggest medical center in the South Texas Area. And so that’s a big driver for Corpus 

Christi overall. And then, it’s also right next to Texas A&M’s Corpus Christi campus. 

It’s literally right down the road from it. And the A&M Corpus Christi campus, I think 

they have like 10,000.

••••• 

Yeah, I think might be 12,000. I think it’s 12,000 students on that campus.

••••• 

Yeah. 12,000 students at this point. So it’s a fairly sizable university. Once we started 

digging into the demographic reports on the property, they looked really good. So, 

the average incomes at the property, which were, and I can’t recall now, it’s either 

80,000. I think it was 92,000 a year of the average household incomes, which is a 

five and a half times income to rent ratio. The in-place rents were $1,400 at the time. 

And so as we continue to dig in, we were saying, “Hey, this looks really good. The 

demographics here at the property are good. It seems to feed off of a couple of 

the big economic drivers within Corpus.” And so we really liked all that. Of course, 

probably the biggest overall economic driver for Corpus is the port… it’s the third 

largest port in the country, by tonnage.

••••• 

And then, first largest by revenue.

••••• 

Yeah. And the first largest by revenue. So it’s a massive economic driver for the 

city. The city is expanding it. They’re dredging that port in order to create a higher 
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clearance on the bridge so that they can allow super tankers in there, but it’s already 

a massive port. It’s a very big oil and gas port, but with everything going on in the 

world right now, to us, that’s pretty interesting because they have some really large 

LNG terminals at that port that export LNG, (liquified natural gas) around the world, 

which we don’t see stopping anytime soon.

That is, of course a huge driver for Corpus, but you have other drivers. It’s a growing 

city, as it is. You have a lot of tourism from Texas, like I mentioned, Houston and 

San Antonio… you get a lot of tourism from residents of those cities. Then, with the 

medical center nearby, that’s the largest in South Texas and the Texas A&M campus 

nearby… those are also big drivers as well.

••••• 

Just touching back to some of the oil and gas activity, there have been some major 

announcements on commitments by Cheniere, to do some additional expansion of 

those LNG terminals… big, very large multi-billion dollar expansion. There’s just been 

a lot of momentum in that market recently in terms of economic activity.

••••• 

Again, I think we touched on a few of these, but these are some of the more specific 

in relation to A&M Corpus and some of the hospitals that are in that market. There’s 

also a big, large military presence with the Navy there as well and Army.

••••• 

Yeah. They have a big, (it’s decommissioned,) but they do have a large Naval base 

nearby that still hosts troops and activities. And actually, on that Naval base, they have 

the largest helicopter repair facility in the world. So even though it’s decommissioned, 

is still very active base.

••••• 

Focusing on, as we started to do our due diligence, and one of the things that we really 

liked the property as well is, we got a chance to dig in on the historical performance 

with the previous ownership. They did a really good job. They sunk $6 million into the 

common areas of the property, from blowing out the clubhouse and amenity areas 

to repainting and replacing the roof. So, they really took care of all of the deferred 

maintenance type items and had, over their ownership, seen pretty substantial rent 

growth and NOI growth. That was something we liked seeing as well. And as a part of 

that process, they did a few of the interiors of the units as a very much nicer upgrade 

versus the ownership prior to them, who had done more of a granite/faux granite, 

two tiered counter upgrade, and they had proved out that there was a premium you 

could achieve. That was one of the things that really had attracted us to the property 
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as well, is that it’s really down the fairway in terms of what the business plan is, to go 

in there and renovate the remaining units, and achieve something that’s already been 

achieved and not be setting the standard and doing something new in the market.

••••• 

Yeah. Let me just fast forward. Why don’t we dig right into the specific asset and 
the opportunity.

••••• 

Sure. And then, Justin had touched about some of the demographics at the property 

when we did lease audits and looked at those, but one of the things, other than just 

the fact that the incomes were so strong at the property, which is something we 

generally like to see.

••••• 

You’re not reprofiling those.

••••• 

Yeah. You’re not reprofiling. The tenants there can actually afford what you’re 

offering to the market, that new renovated rent. So, you’re not necessarily having 

to kick those tenants out and go find better tenants. So, that’s something we like 

to see, and generally we’ve had a lot of success when we’ve had that. But, also 

the diversity of the employment at the property is very strong as well. You don’t 

see any concentrations in one area that would present a risk, so that makes us feel 

really good about the demographic profile as well. I think just touching on also the 

market and kind of future rank growth, one of the things we look at is some of the 

third party data out there, and Axiometrics is one of the groups that is out there, 

and they had some above average rent growth projections for the first couple years 

of our ownership, so that’s what we believe is achievable, especially when looking 

back at the historical bumps and the bumps that they’ve been getting more recently. 

Then, after the first couple years, then going back to a more of what we’ll call market 

average rent growth. So that’s how we proforma’d the rent growth in the market, 

and maybe since taking over, we closed this on August 8th, we don’t have a ton of 

activity, but one tenant wanted to transfer into a different unit, and we’ve got that 

person now signed basically as a new lease in that, and we’re able to achieve what 

we thought the market should be on that, so we’re already starting to show that.  

I think at the time we started to look at this property, and again, this is a lengthy 

process of how we came about getting ahold of this deal, which we’ll share, because 

I think it’s helpful to hear that, but I think when we started looking at this property, 

the averaging in-place rents were $1,380. By the time we closed, I think they were a 

little bit above $1,400, and now we’re somewhere in the neighborhood of $1,416 to 
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$1,420. So again, we’ve been able to keep that momentum of rent growth, but we 

started looking at this property at the beginning of this year. It actually ended up 

being a widely marketed property. And we were very interested, as Justin mentioned 

earlier, based on some of the feedback we got from the asset limiting folks, and 

made it real run at it. At the time it was a seller’s market still, and part of that process 

was to the seller provided a PSA and said, “Hey, send your best offer back with a red 

line version of this PSA, (Justin Laub:Purchase and sale agreement,)” which we did. 

But, at the time we started to see a little bit of movement taking place in the debt 

markets, and so we told the brokers, “Look, actually, we’re probably not going to be 

as aggressive as we thought here on the pricing.” So they ultimately went down the 

path with another group, and that group was signed up with a PSA at north of $71 

million on the property. They kept going forward and were telling them all the right 

things that, “Nope. We want to do this,” and ultimately we stayed in the background 

and the brokers started to reach back out to us a few months later and were saying, 

“Hey look, guys, we’re not quite sure if these guys are really going to fall through 

or not. Where are you guys at?” And we’d let them know our price had changed 

dramatically.

••••• 

Well, and by that time, at the time they were circling back with us, all the volatility 

had started in earnest in the capital markets. So, with what happened with the stock 

markets falling, with whispering of the Fed increasing their rates, and then actually 

moving forward with some of those rate increases, and that created a huge amount 

of volatility in the real estate markets, and that was back in April, May timeframe.  So, 

by the time they circled back with us and said, “Hey, this other buyer group, they’re 

looking pretty shaky.” We said, “Well, yeah, we still love the property, but we’re not 

even near that price, given everything that’s going on in the capital markets,” and 

so from then it took a whole additional month of negotiating with them until they 

finally were able to meet us on price.  That was just a function of… there had been so 

much volatility by then in the capital markets that there were only so many players 

out there who could really transact right at that point in time, because the debt 

markets were so unknown as to what you could get. They’ve settled out now, by the 

end of the summer, you can now know what you’re getting, but at that time, the debt 

markets were very unclear. So, what we told them, we were able and willing to pay on 

price was significantly less due to the lack of clarity in the debt markets. What also 

helped us, and in order for them to meet us on price is, the lead investor for the seller 

is a gentleman based out of Dallas, happened to know our family office very well and 

knew that we were money good.

And so they knew that, “Hey, look, if we say we’re able and willing to buy at this price, 

we will really transact at that price.”
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Well, with that, Sandy, thank you so much for the update. Congratulations on the 

groundbreaking. It’s exciting to see the project moving forward and we look forward 

to further updates. Thanks very much for your time today.

••••• 

Yeah. So, we ended up coming to terms with them early summer. Again, when the 

debt markets were very unclear as to what you were getting. And then, we spent 

the whole summer lining up debt, which was difficult to say the least, but where we 

ended up was in a great spot. The loan that we have in place with Bank of Hope, 

all things considered with how squarely the markets have been, is a great loan. It 

starts off at 57% loan to cost. But, after the earnout that we expect to achieve, which 

are pretty low hurdles to get the earn out, we end up at 60.5% loan to all in costs. 

So good leverage, but not too much, not anything crazy. It’s pretty conservative 

leverage at a really great rate. SOFR plus 200 basis points. SOFR plus 2%, which we 

purchased when we closed on August 8th. We already had this in place.

We purchased a cap on SOFR and that cap is 2%, even though SOFR’s already 

above 2%. So it was an expensive cap to buy. I forget the exact price, I think it was 

$1.6 million.

••••• 

Today, I believe it’s another $250,000.

••••• 

Yeah. It would be more be expensive today. But when we closed in early August, we 

bought that SOFR cap for $1.6 million. What it does is it caps SOFR at 2% for the 

next three years. So we have an all in capped rate on our loan of 4%, which is pretty 

hard to come by in today’s market. That’s a really good rate and it’s especially good 

relative to our going in cap rate of 5%. So it’s positive leverage day one going in, and 

we’re still very active buyers on other properties. We were having this discussion 

with you guys a little bit before the webinar here, but it’s a really competitive market 

out there. And you’re seeing a lot of deals that are negative leverage going in.

Your cap rate is below the cost of your debt going in, which we’re not against doing 

either on the right deal. If you think that there’s enough lift in the deal and all that. 

So that’s not to say that we wouldn’t look at those types of deals, but what gives us 

a lot of comfort on this deal is that you have positive leverage day one going in. And 

just to finish up on the loan, it’s a five year term bank loan, which gives us comfort 

that we have a full five years of runway should we need to finish out our business 

plan, and sell the property on an opportunistic basis. A lot of times what you have 

with these floating rate loans, whether they’re debt funds or banks, is they’re usually 

an initial three year term plus two one year extensions, and there’s usually extension 



tests for that. That’s not the case here. We have an actual five year term loan from 

the bank, so no extension test or anything needed.

So we have quite a lot of runway, again, to finish our business plan and sell when we 

see fit. So if there’s a good time in the next three years, and there’s an opportunistic 

time to do that, great. But if we need the additional runway it’s there. And I guess 

lastly, what I would add on that is its interest only throughout the five year term of 

the loan, which is really attractive and helps produce some really compelling annual 

cash-on-cash yields in our proforma.

••••• 

And I would just add, again, being active that we are at the time when we were 

getting this one under contract at that cap rate, the premium of that cap over some 

of the other things we were seeing in the market was very meaningful. And even 

today, I mean, where you’re seeing price guidance and things potentially getting 

under a contract. I think there’s a very meaningful premium on this property in 

comparison to a lot of stuff that’s out there. I mean, a lot of stuff still in that three 

cap range to maybe a four cap. You’re, again, getting that 125 basis point premium 

on this and it feels really, really good and compelling.

I think we touched on previously some of the amenities on this property, but there’s 

some unique things. The 30 acres on the bay, 1,800 feet of bay frontage, that’s just 

very unique. It’s got the largest dog park in the market. It’s being built as a resort 

style property, there’s basketball, there’s volleyball, there’s a putting green, there’s a 

playground, there’s just a lot of unique amenities on the property. And a couple of 

other unique things that quite frankly I haven’t seen on any other property is that 

there’s a self-storage facility, as well as boat and RV parking. So again, the folks that 

live at this property want to live here because it’s on the bay, and because they like 

to go fishing or kayaking or various different things. It’s a lifestyle that they’re going 

for. And then the property itself, some interesting things they do and why we were 

comfortable with some areas, we’ll talk about, are ways to increase the other income.

They do a lot of different events. They do one to two events per week there, including 

yoga on the bay and margarita nights, and various things like that, and they really play 

off the amenities set there. So besides what we’ll discuss on the interior renovation 

business plan, there were some unique opportunities we identified to increase the 

other income. One of those being that historically the property had done a one-time 

annual $75 amenity fee. And after doing some research, we believed we could push 

that to a monthly $30 amenity fee. Before we took over, the property management 

group started signing leases at $25 for about two months prior to takeover. And 

since we’ve taken over, we’ve already started to sign leases at that $30 premium. So 

we’re proving that out. We also identified some places on other income, including 

pushing the packaging fee up a few dollars.
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two months prior to takeover. And since we’ve taken over, we’ve already started to 

sign leases at that $30 premium. So we’re proving that out. We also identified some 

places on other income, including pushing the packaging fee up a few dollars.

There were some various different parking options in terms of garages and things 

like that. We felt there was a little bit of room there to push as well. And then, on the 

trash fee, we felt we could push that on another $5. Again, some of that being data 

that was backed up by our property management partner, Asset Living, because 

they manage a number of properties in the market. Touching on the interior plan, 

again, I mentioned this briefly that the group that previously owned it before us had 

done this. If you look at this bottom left hand picture, this is the nicer renovation. 

This is the quartz counters with the back splash. They’d done a few units that way, 

and we’re achieving a $201 premium, but the prior management group before that 

were doing a two tiered granite finish. And we don’t plan to touch any of those units, 

but they were getting about a $126 premium.

The quartz units were getting that $75 additional premium. So, once they proved 

that you could get that type of premium, we felt like that was the better approach. 

It’s more of what you’re seeing today. And so our plan is to take all the units that 

would be considered classic and renovate. And to that approach, doing the stainless-

steel appliances, doing the quartz countertops, updating the fixtures, doing the 

faux wood flooring throughout the unit. And that’s what we have modeled in our 

proforma. And we’ve got about $3.15 million geared towards that, or about $14,000 

on average per unit that we plan to renovate. So again, we’re not having to set 

the standard in the market. This has already been approved out. We feel like it’s 

nice to have that evidence. And we think that’s very achievable. Again, with that 

demographic that we mentioned earlier, a lot of those tenants we believe will want 

to stay at the property and move into, or have their unit renovated. And we think it’ll 

be an attractive offering to the market.

••••• 

Yeah. For the interior renovation, the group that we’re using to do it is a general 

contractor who is active in the Corpus market, but based out of San Antonio. And 

that general contractor is currently doing this exact same scope of renovation for 

us for a ‘90s vintage multifamily property in San Antonio. Where we’re lowering the 

counter height to be flush with the kitchen and doing quartz countertops, stainless 

steel appliances, back splash, everything that Jonas mentioned. That exact same 

scope, we have this general contractor doing in San Antonio, and it looks really nice. 

That contractor will be doing these interior renovations for us in Corpus. And so we 

feel very confident on the cost that we’ve modeled out and the group that we’ll have 

doing those renovations.   

•••••
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Yeah. To that point, I think today, tomorrow we’ll be finalized on everything, and we’ll 

kick off the first few units to start renovating. And again, all the numbers are coming 

in line with what we expected. And again, a lot of that was driven by the fact that we 

were utilizing some of the same resources and had current pricing. So feel like, again, 

what we have in the proforma is very in line with what we’ll achieve. And then again, 

obviously some of the photos here on this page just shows some of the really nice 

work that the previous owner did here. On blowing out and doing a good job on those 

common areas, which again, takes some of that heavy lifting out of the equation for 

us.

••••• 

Yeah. The clubhouse was down for, I think it was six months, during the previous 

ownership. I mean, that materially affects leasing and operations at the property. We 

fortunately don’t have to go through that. We are inheriting, as you can see from the 

pictures, a really nice looking clubhouse, leasing office, fitness center, pool area. We 

don’t have to do anything particularly disruptive at all really to the property. All that 

has been done. We just go in and renovate unit by unit, which is definitely the cleaner 

part of the renovation process, which we appreciate.

••••• 

Yeah. One additional thing we are looking into is potentially adding a fishing pier on 

the property. So we did set aside a little bit of funds for that purpose. And some of 

the feedback we’d received, if we can figure that out, the previous property manager 

was saying, she thought we’d be at 100% occupancy. So that’s something we are 

looking into and think would be a really cool unique feature to add to the property. 

But generally, again, our common area and exterior related items are very minimal, 

more focused on just the interior renovation game plan.

The unit mix here just shows the different floor plans and compares some of the 

renovated to unrenovated units, and where they are in their market rents versus 

actual in place occupied rents. The market rents are what we also believe is market. 

And so what you have is you have your in-place occupied units, but that’s because not 

everybody in the rent role’s leases have expired yet. So you haven’t had a chance to 

go in and push them up to market, which we expect to do over the next year.

••••• 

Yeah. And starting to maybe touch a little bit on competition out there. There’s a 

couple of newer properties in lease in the market. One of which we actually had 

identified in our comp set in the deck, one that we got the information posts, putting 

all this information together. But the Lighthouse Point is the one here at the top that 

is a little further away, but it’s a newer property that’s achieving $250 higher rents 

than where we think, ultimately, we’re going to be with our renovation program. And 
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then, there’s another one called Alexa that is getting $300, $350 higher on rents. And 

their amenities sets are very minimal. They’re just the nice new shiny penny, and an 

interesting anecdotal story in talking to the onsite folks is one tenant had moved over 

to this Alexa property and is already trying to now come back. Because they haven’t 

really finished out some of those amenities yet.

Not that we think we’ll necessarily compete all the way up to those prices, but we 

feel good about knowing that our renovated rents are still going to be anywhere 

from $250 to $350 less than those newer assets. And we don’t think beyond those 

two that there’s really going to be much supply that hits the market over the next 

few years, just with where costs have gone on construction. Rents will really need to 

move meaningfully to drive new development in the space. So we think that you’re 

not going to see a huge amount of supply coming in the near future. It may be the 

next two or three years before you start to see some of that apply. So that gives us 

a good runway.

••••• 

And furthermore, with the capital markets where they’re at today, getting development 

financing, so construction loans, and finding equity to do developments is just a lot 

tougher to come by right now. So that’s, again, why we don’t expect to see much new 

supply coming online in the market for the foreseeable future.

••••• 

And the other thing I would just highlight about those comps, is all those properties 

are generally more inland, and there’s certainly a premium for being on the bay versus 

inland. So again, that gives us comfort since we’re showing ourselves on a renovated 

basis being in line with those, and there’s probably actually an additional premium 

you would achieve there. And similarly, when you look at those sales comps that were 

a little bit below the averages on our unit pricing and then our square foot pricing. 

We think, and hence why we added that section on the right where you show what 

we estimate to be cost, if you were to build those properties today, your land pricing 

along the bay would be significantly higher than the more inland sites, driving up 

that cost.

Unlikely that you would probably build this type of property today. You’d probably 

build something denser if you could find the land. But again, it feels good, what we 

believe were significantly below replacement costs on this. And even when we go 

to sell in the future, I think we’ll be well below replacement costs. So that always 

feels good as well. There’s another slide where we show that a little bit more in 

depth of how we got to our replacement cost. But again, some great photos of how 

the property stacks up and where it’s located, and how close it is to some various 

different demand drivers.
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We’ve highlighted how we structured this deal from a financing standpoint. We 

believe that the way we’re able to finance this property allowed us to show an 

average cash-on-cash and return profile on this with a really, actually reasonable, 

leverage level that it gives you a lot of downside risk mitigation. You can handle 

occupancy dipping or pull back if there was anything with the economy and still 

be fine on the debt side. And that is just something that’s been hard to find more 

recently. Generally, a lot of the bills that we’re seeing out in the market are probably 

more like your average four or five cash-on-cash. And it feels really good to show 

something that’s nearing an eight average cash-on-cash over the whole and strong 

return profile like this.

••••• 

Yeah. And also the exit cap that we’re using. We’re showing a five and a quarter exit 

cap as our base case scenario, which as our performance shows gets a net 18.4% 

IRR, and 1.88x equity multiple to the LPs. We think that’s a pretty conservative exit 

cap rate. We’re still seeing that even with what the Fed’s been doing and the big 

interest rate jump. This summer cap rates are still in the three to low 4% range on 

most properties. Selectively sometimes you get a little bit higher cap rate, but point 

being is that there wasn’t some huge blowout in cap rates. But to be conservative, 

again, we are showing a higher exit cap rate for our proforma. And we’ve run some 

sensitivities on it to show if we outperform and sell it a lower cap rate than expected. 

We have this little sensitivity table down in the bottom right, can juice the returns if 

we hit that.

And conversely, if the cap rate is unexpectedly even higher than five and a quarter, 

and which equates to a lower per unit exit, we’d still be hitting interesting net returns 

to the LPs.

••••• 

Yeah. And speaking back to some of those sales comps, once again. We’ve spoken 

to the brokers on all those transactions and most of those properties transacted 

either around a four to a four and a half cap. So again, we feel like we’ve got cap rate 

that we were able to achieve that was better than other properties in the market.

••••• 

And I know the question that’s being asked and solved, maybe try and preempt it 

before it comes up on the Q&A. So how’d you get it for a five cap? I think there’s a 

couple reasons for it. It’s a particularly large transaction for Corpus, being nearly, at 

the time, a $70 million transaction, and ultimately, of course, we got it for $65.5 million. 

But that’s a particularly large transaction size for Corpus Christi. But furthermore, 

that was, again, right during the time of the most volatility in the capital markets and 

in the debt markets. So people were having trouble figuring out, how much debt can 

Jonas Levy, 
Pegasus Real Estate

Jonas Levy, 
Pegasus Real Estate

Justin Laub, 
Pegasus Real Estate

Justin Laub, 
Pegasus Real Estate
(cont.)



I really get right now? What kind of loan can I get? And what does that really look like?

And we had enough confidence at the time and fortunately it played out the way we 

thought. But we had enough confidence at the time to say, “Look, it’s a little unclear 

right now, but we have a very substantial family office that backs us.” If we needed 

to ultimately put in some more equity, than we are expecting, we have the ability 

to do that. Not everybody can step up and backstop close to $30 million of equity, 

especially during a time of a lot of turbulence in the capital markets and debt markets. 

So there just weren’t very many groups that were willing to step in at that time for 

a large transaction in Corpus during that time of so much uncertainty, and we were 

able to.

And again, the seller’s main JV equity partner, happened to know our family office 

very well and knew that we had a high certainty of execution and had the capital to 

do this deal. So we were able to lock it up at what we think is a very compelling price 

and cap rate.

••••• 

We see a lot of development opportunities, as well as a family office that backs us, 

sees a lot. And so we feel like we’re showing real world, real time pricing and what 

it would be to build something similarly today. And then, based on what we think 

land pricing is and how we got to what we think current replacement cost is today. 

Also just assuming a 3.5% inflation factor to show what we think you would exit at 

and where that replacement cost would be at the time. Although I tell you, I think 

replacement costs right now are projected to go much higher next year. And so that 

3.5% average over the whole may actually end up being higher than that. I think it’s 

obviously demonstrated in the materials provided, but on this property, we’re showing 

an 8% preferred return, then return of all capital to all the equity. And thereafter, the 

sponsor receives a 30% promote, and then all the LPs and equity would receive 70%.

••••• 

Great. Well, thanks a lot, guys. That was a very thorough review. For those of you who 

are new to our format we’re now opening up to the Q&A section of the webinar. If you 

have a question for Jonas and Justin, please go ahead and type it into the Q&A, and 

Michael will read it through. Oh, and by the way, I do want to mention that all of these 

slides are available on the RealtyMogul website under the Document section. So if you 

want to download them and review them at your own leisure, they are available for 

your review in greater detail. Take it away, Michael.

Thank you, Chris. And thank you, Jonas and Justin, for that great presentation. So 

I’m going to consolidate a couple of these questions into one. Can you speak to the 
history of this property being on the Gulf Coast, in the face of tropical weather. 
Any issues during Harvey? And does this property sit in a flood zone? Or is it at any 
higher risk of damage due to flooding or weather events?
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••••• 

So I can start off there. The property itself is not in a flood zone, it’s actually in the 

500 years. From that perspective, no, shouldn’t be any issues there. When Harvey 

happened, this property is tucked back in the bay. It didn’t actually have any issues. 

There was a little bit of impact to the Corpus market, but it was actually more so in the 

Ingleside, Rockport area, which is about 30, 40 miles north of where this property is. 

That stuff jets out more into the Gulf than where this property is. So, it fortunately did 

not have any impact and historically has not had any impact for major storms.

••••• 

Yeah. And then, just to be clear, we do of course have property insurance on the 

property that covers major storms, including hurricanes. And it’s the umbrella policy 

that we get through Asset Living, which again, Asset Living is the largest student 

housing management company in the country, plus they’re the fourth largest 

conventional multifamily management company in the country. So they have huge 

economies of scale, get really good terms and pricing on their umbrella insurance 

policy. We tap into that insurance policy for the insurance coverage on this property. 

If you were to go get a standalone insurance policy for the property due to its bay 

frontage, yes, it would be a materially higher cost. But we are benefiting from the 

fact that we’re tapping into Asset Livings program and getting a good cost for our 

insurance that’s very comprehensive, and covers in the event of any storms. And what 

we have modeled out in our proforma is the actual cost of the insurance since we’ve 

already closed on the property.

••••• 

Great. Given that you’ve got a large land holding and fairly low density, is there any 
ability for additional units to be developed here in the future? Just as potential for 
additional upside, whether it’s you or somebody in the future?

••••• 

There is a possibility for something like that. That’s not something we have anticipated 

in our business plan. The green area you probably would not build on, but there are, 

like where the self-storage is, you could theoretically do something there. I think it’s 

probably going to stay as a garden style multifamily property, I would imagine, for 

the near term. But at some point, just again, the fact that you’ve got 30 acres running 

in the bay, there might be a developer that thinks there’s a better use that can make 

sense of it.

••••• 
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Yeah. I mean, realistically I think if anybody were to do that, as Jonas mentioned, it 

would be on the storage area. You’d be sacrificing some amenities, but if you thought 

you’d get something out of it. Or you might frankly take one of the buildings at the 

southern end of the bay, maybe, and build something higher density, if you could 

get the zoning rights for it and go build like eight stories or something. But again, 

that’s not part of our business plan.

••••• 

That’s great. Can you give us a sense for how some of the units that have already 
been renovated and leased by the previous owner, how those rents compare to 
the renovation rents that you’re underwriting in your proforma?

••••• 

So our proforma renovation premium is 100% tied to what they’ve achieved. We are 

not putting anything in there that hasn’t already been achieved. As I’d mentioned, if 

it were just the faux granite or granite two-tiered counter renovation that the prior 

ownership group did, those are about $126 premiums on average. But if it’s the nicer 

quartz lowered counters, quartz in the bathroom, quartz in the kitchen with the back 

splash, those are $201 premiums, which are what we’re doing our business plan.

••••• 

Okay. One investor did want to confirm the co-investment from the two of you.

••••• 

Yeah. So the two of us, along with two people who work with us in the family office, 

we’ve put in over $3 million ourselves. And then, with the family office, because they 

manage another person’s money, collectively, all combined, that’s over $8 million, 

which is over 25% of the total capital. 

••••• 

And then, high level, generally on some of the other LP investors besides RealtyMogul 

investors we’ve got another family office that has invested with us and is one of the 

largest pieces in this one. I think somewhere around $10 or $10.5 million. So it’s 

generally comprised of family office type investors or friends and family of ours. 

•••••

Well, that’s great. Thanks a lot, Jonas and Justin, that was a really thorough 

presentation. For those of you who we were not able to get to your questions, 

feel free to reach out to your RealtyMogul representative, and we’ll make sure your 

questions are answered. For those of you that have pledged, this opportunity is 
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now open for funding. If you have pledged, you should have received a text or an 

email giving you directions on how to fulfill your pledge. If you have not pledged, 

you can just go right in and invest currently through the RealtyMogul platform. So 

again, thanks a lot, guys. Really appreciate your time today and congratulations on 

your closing.
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