
Good morning. Welcome to today’s webinar. I’m Ian Rosa, Vice-President of 

Commercial Real Estate here at RealtyMogul. We’re excited to talk to you about 

one of DB Capital’s  latest offerings, Cleo Apartments. It’s located in Denver, 

Colorado. The purpose of today’s webinar is to allow DB Capital Management to 

address some of the common questions that we’ve received from investors about 

this deal, as well as going to investors to give them an opportunity to ask questions 

they still might have. Before we get started, I do want to provide some of the 

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 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 term 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 will discuss today is an illiquid investment into a real 

property, and you should be prepared to hold 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 risk, property specific risk, and environmental 

risk, 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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Now, before I introduce Brennen, I just want to acknowledge that the structure of 

today’s webinar is a little different than the first one we did with DB Capital for Cleo. 

Today’s webinar will not give an overview of the deal. So if you would like to review 

the business plan and financial structure in more detail, please review to the offering 

documentation located on RealtyMogul’s website.   

Now, that we have that out of the way, I’d like to introduce our guest, Brennen 
Degner from DB Capital. Thank you for joining us, Brennen. I’m going to turn it over 

to you so you can give a quick background on yourself and the company and Cleo 

Apartments, and then we’ll get into questions.

••••• 

Great. Thanks for having me. Yeah. So DB Capital Management is a Los Angeles 

based real estate operator. We focus on multi-family. We’re a unique hybrid between 

both an operator deal team and a family office, so our mandate is to act on behalf 

of a large family that made its wealth in the veterinary clinic industry. And part of 

what we’ve done is going to grow our portfolio outside of LA into secondary growth 

markets, Denver being one of them. On top of that, I grew up in Denver. I was born 

and raised probably 20 minutes or so from this property. So I’ve really seen it develop 

and how the area’s changed and grown and improved over time.  

We started buying assets in 2015. Today, we have about half a billion under 

management, which is about 3,500 units. We’ve done a significant amount of that in 

the last 12 to 24 months. We’ve built out a vertically integrated organization. We have 

a construction company that’s based in Dallas that really allows us to go into a deal 

without the cost variation or cost risk of the construction industry. So every deal that 

we go into, we sign a GMAX with our construction company, and that really hedges 

the volatility and the pricing of materials and labor and stuff like that because it’s 

sheltered in that entity.  

And we did the same thing with a property management platform. Currently, 

they’re in Los Angeles. They’re actually in the process of moving to Austin. And with 

both organizations, we’ve partnered with other multi-family focused multi-family 

experts. So Chris Faber who heads up our construction team used to be with United 

Renovations and ran a platform for them, which is one of the largest multi-family 

focused renovations specialist groups in the country. And Michael Chuckerman 

similarly has a background in overseeing 15,000 plus units prior to partnering with 

us.   

Prior to starting DB, I was an executive at MJW investments. I oversaw asset 

management, and we specifically focused on student housing and multifamily value 

add. So I pulled out of the student housing industry when I started the firm with my 

partners and really chose to focus exclusively on value-add multifamily and secondary 

growth markets. This is our bread and butter. Most of our deals are 100 to 400 units. 
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We’ve done heavy renovations on the $50,000 unit side down to $5,000, a unit side 

and everywhere in between. But Cleo is representative of that core strategy where 

we buy well located assets with the ability to improve them and draft under new 

construction in areas that really cater to the broadest swath of renters, which is that 

median income renter profile.  

And so Cleo is a good representation of that. It’s in the Lowry submarket, which has 

seen a massive amount of gentrification with the redevelopment there. So it’s really 

directly in line with what’s our bread and butter.

••••• 

Perfect. Thank you. That’s helpful. As I touched on, this is going to be a little different 

than the last time you were on. We’re just going to get into questions. So anyone that 

is attending the webinar, feel free to be sending questions in now. I’m not going to go 

back and discuss the deal in great detail, with these plans, we’ve already done that. 

One of the first questions we had is, due with market volatility, a lot of deals have 
fallen out of contract and have been re-traded. Is there any closing risk on this deal?

••••• 

No, we already closed it. So as I mentioned, we’re a partnership with the family 

office. So we come with a very large balance sheet behind us. We look to partner 

with other high net worth accredited investors and institutional clients. And so on 

this deal specifically, we closed and still have an opportunity to backfill some of the 

position and gain access for other accredited investors.

••••• 

And to that point, you said you partner with a large family office. What kind of skin 
in the game have you guys put into any deal generally and this deal specifically?

••••• 

Yeah. We’re generally 20% plus or minus of the equity. On this deal, we’re greater 

than that. We’re about 30% of the equity, I believe. Part of it was, at the time, we 

had seven deals or so in our pipeline that we had to allocate capital to, and this was 

our favorite of the assets we had. We had two in Denver, two in San Antonio, one in 

Austin, and another in Salt Lake City. And out of all those, we’re generally trying to 

allocate to the, like I said, 10, 20, maybe 30%. And specifically, this asset, we really 

saw value in, so we increased that allocation compared to what we normally do.

••••• 
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Sure. And then this deal has floating rate debt. So can you talk about modeling the 
floating rate, especially in this environment? And is there a rate cap? And just your 
solution for exit plan in case rates keep expanding?

••••• 

Yeah, so we executed at 3%. So for rate cap, our models are all based off of forward 

looking SOFR curves. So that’s baked back into the discounted cash flow. So I think 

we’ve mitigated a lot of that interest curve risk, obviously with growing our exit cap 

rates substantially to our exit compared to anything that’s remotely close to where 

markets are trading for today. I think is an additional hedge to that interest rate 

volatility. So I think between the conservative nature of how we grow rent, interest rate 

cap, and how we grow our exit, we’ve done as many things as we can to mitigate that. 

And I think it’s always important to know that there’s plenty of studies that show 

that over times of rising interest rate environments, private real estate is one of the 

better performing sectors as well. So I think looking at that and understanding the 

dynamics of the submarket and where it’s positioned and what the opportunities are, 

it helps really hedge that interest rate volatility risk.

•••••

Yeah, that makes sense. One of the questions we received was entering exit caps. 

And so you just touched on how you’re comfortable with the exit cap and how you 

put it, I guess, as a wider spread than what you’ve seen in the market. What about 
entry cap? Are you still comfortable with your entry cap? How are you feeling with 
that? And then tying that into, is the property currently cash flow positive?

•••••

Yes, it’s currently cash flow positive. The Denver market’s been on fire as I’m sure 

you’re aware. We’ve seen things in the high two cap, three cap range for a while now. 

Our closing cap rate adjusted for property taxes and everything is about a three and 

a half on this deal. I’d say, with the lease trade outs that you’re seeing month over 

month, that without touching CapEx or anything like that, we see the real cap rate 

on this deal probably closer to a four, which I think is generally where the markets 

is headed right now. And then on top of that, we’re growing significantly to our exit. 

So between our entry and our exit, we’re 170 basis points wide of our entry cap rate.

 

And so I see that we’ve baked that volatility. If you look at where things were pre-

2019 and back all to where you see the so curve go, I don’t see cap rates above a 

five in this market by any means. There’s too little supply and too much demand per 

capital to be in the market to go too far. So I think we’re pretty conservative from exit 

cap rate perspective. And on the entry cap rate, it’s really what month do you look at 

it and it changes substantially month over month. I think that every time you update 
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the T12 on this deal the cap rate increases by about 10 basis points.

•••••

Got it. And then for exit, as far as gross dollars, you’re in line or slightly higher than 

some of the sales comps, but you’re projecting forward. So are you still comfortable 
with your exit and how it’s been underwritten?

•••••

Yeah, absolutely. I think that from a price per unit, price per foot perspective, those 

are obviously outputs, so for us, it’s getting comfortable with where our rents are. 

Are we conservative on rents? Are we able to execute on our operating expenses and 

OPEX? And everything else flows in between. So we’re very comfortable, like I said, 

I think we’re very conservative on our rank growth assumptions, which in the event 

those outpace where we’re going, I think you’re going to see returns to the upside 

potentially or additional stability with more volatility in the cap rate or interest rate 

environment.

So theoretically, if rents continue to grow where they are today, high single digits, 

low double digits in the Denver submarket, you’re going to be significantly ahead of 

anything that we’re projecting, even solving for 20 to 25 basis points higher or lower 

in your cap rate.

•••••

Got it. It makes sense. In the next few questions we’ll deal more with the business 

plan. Can you speak a little bit about the differences between the two units specs 
that you’re doing as far as what you have modeled in the CapEx budget?

•••••

Yeah. It’s super simple, the 57 units that the prior owner didn’t touch we’re doing a 

full renovation to, which is appliances, quartz countertops, flooring, cabinet faces, 

lighting, plumbing, fixtures, paint, new baseboards, bathroom accessories, framed 

mirrors, ceiling fans. And so that’s really just a full renovation including the addition 

of washers and dryers. And I think that’s a huge value add we’re seeing in really all of 

our markets as that becomes more of a norm. And then the second spec is just that 

they had already renovated to a certain degree, 85 of the units. And so it’s just the 

cost difference between what we’re able to recycle from their current renovation plan.

And then those units, we’re really just doing the addition of washer and dryers 
and then framing the bathroom mirrors and keeping it pretty light. So we see an 
opportunity to take those to another level from a revenue perspective through 
the additions and upgrades. We’re going to do the common area and then 
the washer and dryers and minor tweaks that we’re going to do to the units. 

•••••
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Right. And the washer and dryers are add connections also, right?

•••••

Correct. Adding appliances and the connections through the construction plan.

••••• 

Right. And that’s a more in depth construction project for a lot of people. So how are 
you guys comfortable undertaking than those that haven’t done it before?

••••• 

We’re doing it right now in several projects in Denver, so again, going back to our 

construction company, a lot of our background was in the Denver market, Chris’s 

background, and so we’ve got a very deep bench of resources and ability to execute. 

This would be a very light renovation project as far as our overall scope goes. And so 

we’re actively doing similar deals right now. Again, the numbers in the underwriting 

are based on a hard bid from our construction team so there’s not volatility in those 

numbers. So we’re highly confident in the ability to execute on that and we’ve had 

experience in the broader market. And specifically in Denver we’re doing that, 

because it does vary a little bit market by market.

Some markets are a little bit tougher to get through the permitting and approval 

process. In Denver I would say it’s one of the ones that’s in the middle. It’s not as hard 

as say like a Portland, which is a nightmare, but it’s not as easy as say like a Dallas or 

a Houston.

••••• 

Got it. And then how do you guys plan on staffing this project from a management 
perspective?

••••• 

Typically when we’re sub 150 units, we can generally manage them with three employees. 

It’s usually depending on the age and asset quality third employee bounces between, 

are they in office or out? On this asset specifically, we’re actually doing one manager 

and then a maintenance lead and a maintenance tech. So anything older than 1990, we’ll 

typically balance that with a maintenance tech, just because inherently, a little bit older 

building comes with a little bit more maintenance. But under 150 units, you’re typically 

able to, as a manager, balance the leasing and collections and all that kind of stuff. 

And so on top of that, we have a network and support system in Denver because of 
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the other assets that we own in the submarket that really help us keep the property 

level lean because they have resources and a backstop from the corporate level in 

the market.

••••• 

Sure. And then in terms of the day to day management, do you think there are 
any inefficiencies that you can improve upon or that you plan on improving upon 
compared to current management, and will this positively affect the NOI?

••••• 

One of them right out of the gate was with our master insurance policy, we were able 

to get a slight reduction on the insurance, so that goes straight to the bottom line. 

Through the aggregation and the type of management software or the economies 

of scale and the software that we use, we’re generally able to find and have found 

on this deal, significant cost savings in the general and administrative. And the same 

thing on the marketing side is we have in-house marketing on the construction team 

and that helps really dial in and spend the dollars where they need to be spent.

And that’s generally a category where we have been able to find significant cost 

savings over a lot of groups that either also self-manage or use some of the bigger 

management firms. Because there’s a lot of waste that goes into the marketing 

when dollars aren’t strategically allocated and they’re just rubber stamp versus 

other deals. Every deal is its own unique organism as far as marketing program goes. 

••••• 

Got it. And finally because we’re running at time here and want to keep this brief, 

and you’ve already answered a lot of the questions previously:  I know we’ve already 

successfully done or you’ve successfully used the RealtyMogul platform to do 

Renew at TPC, which was San Antonio based, you have a big portfolio in Austin, you 

mentioned a couple of deals in Denver. Can you speak to your knowledge on Denver 
as a whole and just to get investors comfortable, so a lot of different deals, different 
areas?

••••• 

Outside of the current portfolio that we have there, we also have our regional vice 

president who’s focused on acquisitions and asset management is based in Denver, 

and I grew up and was born and raised there. So like I said at the beginning of 

the call, I’ve seen over time how Denver’s changed, where it’s changed. And I think 

there’s uniqueness to, other than other operators that also grew up in Denver, there’s 

a uniqueness to that you see things and learn neighborhoods differently than if you 

parachute in and are just looking at things through a real estate investment lens, like 
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I grew up going to basketball tournaments everywhere all over the city.

So there are just places I’ve been, areas I’ve seen that the average person wouldn’t 

who either just has acquisitions lens on Denver or is just looking to invest there.

••••• 

Sure. That makes sense. And so with that, I think we’re coming up to the end of our 

time here and I wanted to thank you for taking the time to do this again and answer 

some questions from investors. I’d like to thank our investors for joining us, and if 

they have any questions, please refer to their offering documentation onto Realty 

Mobile platform. With that, thank you everyone, and enjoy the rest of your day.

••••• 

Thanks. Good seeing you.

••••• 

You too.

••••• 

Bye.
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