
Good afternoon, everyone. My name is Chris Fraley and I’m the Chief Investment 

Officer here at RealtyMogul. We’re here to do a follow up, call it a fireside chat, 

with Sandy Schmid, regarding the Dobson Station multifamily development from 
StarPoint Properties. And just for a little background, this is in addition to the 

webinar, which we conducted a couple of months ago now, and really intended 

to give potential investors an update on what’s been happening at the project. So 

before I get started, I’d just like to read 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 target 

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 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, 
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including but not limited to, market risk property, specific risk, environmental risk, 

and loss of capital. Investments are not insured by the FDIC, not bank deposits, not 

guaranteed by RealtyMogul, and may lose value.

And now, before we get started, I just wanted to let you know that this webinar 

is in addition to the content that’s available on the RealtyMogul website and the 

original webinar. So with that, Sandy, why don’t I turn it over to you? Just give some 

background on the project in your firm. And while you’re giving that overview, we 

have some very exciting photographs from your groundbreaking of the project, which 

I guess occurred a couple weeks ago. So, we’ll go ahead and show that slideshow 

while you’re giving that overview.

••••• 

Yep. Thank you, Chris. These slide photos were from July 7th at the project site, 

and I will circle back to the event that our audience is seeing right now and that 

groundbreaking ceremony. Before jumping into that, I’ll just give a quick reminder to 

everybody about StarPoint. We were started in 1995, we’ve transacted on over one 

and a half billion dollars of real estate over our operating history. We currently have 

about a billion dollars in assets under management. About half of that is commercial 

and about half of that is multifamily. We own and operate in the Western US. So 

that’s California, Arizona, Texas, Colorado, Utah. Right now, we’re a fully vertically 

integrated firm, besides myself. I lead acquisitions, development and construction. 

We also have accounting, we have operations, we’ve got legal, asset management, 

and property management. That puts us with about 40, 45 people in the office at 

our headquarters in Beverly Hills and then another 60, 70, or so property manager, 

people personnel in the field.

So, I think that’s probably the quick update on StarPoint. On this project, we have 

exciting news and updates, and we’ll have more to come next week. It’s gathering 

a lot of momentum and it’s moving pretty quickly. So as everyone may remember, 

this is a $75 million project for 245 units in a garden style, with four stories of wood 

frame and surface parking in Mesa. We are adjacent to a Safeway grocery center. 

And then, less than half a block to the light rail station that takes you to downtown 

Tempe. And then from there, you can get to downtown Phoenix. So that’s the quick 

background on the site and the project. We had a groundbreaking ceremony, July 

7th, as I mentioned earlier, with the mayor of Mesa and the vice mayor of Mesa. 

They both attended, as did the director of economic development, the planning 

staff, and the other members of the economic development staff. In addition to our 

grading and demolition contractor, there’s one of the council members. We’re giving 

the pledge of allegiance here and walking through a speech of gratitude for all the 

people who came together to make this milestone happen. It was a pretty exciting 

event. As you can tell from the photos here, the site has been demoed. The grading 

has started. It’s a dirt lot right now, and it’s moving. It’s got a lot of great momentum. 

We’re out there with our partner and local construction manager, Creed, and we’re 
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moving ahead. So I think from a scheduling standpoint, we’ve completed demolition, 

we’re starting the grading activities, along with utility infrastructure, and those will 

occur through the end of August and into the first week of September.

That’s just our grading contractor working on that. Parallel, I should say, overlapping 

with the grading, we will start the actual building construction by mid to late August. 

That’s when we expect our vertical building permit, by the middle of August. So 

obviously we’ve pulled the demo permit. We’ve pulled the grading permit. Those 

things are underway. Next, we’ll get the building permit and that’ll start mid-August. 

Relative to the contractor for the building permit, we have three very strong, very 

competitive raw bids right now. We just received them last Friday from some highly 

qualified general contractors. They’re all local, they’ve all built multifamily before. 

And the numbers that we’re seeing right now in raw form are within our proforma 

budget. By the end of this week, we will have a very detailed scrub of these budgets 

and have more detail to share with the investor base here.

••••• 

Great.

••••• 

I could keep going, maybe moving onto the lender side of things?

••••• 

Sure, sure. Maybe you could give us an update on the debt?

••••• 

Sure. On the debt side, we have Principal Life. We have worked with them before. 

We’ve got a set of loan documents that we’ve already agreed to with them before. 

They are our construction lender on one of our projects under construction in San 

Bernardino. They’re familiar with us now, we’re familiar with them. We really like 

the relationship. They gave us indicative terms about a couple weeks ago. They’re 

confirming internally that everything is on track. They don’t expect any material 

changes to the financing terms. And we will have that update, similarly to the general 

contracting update, by end of this week, early next week, and in more detail.

What I would add to that is, I would say we expect the lender to close by the end of 

August, coterminous with that start of building construction. What else? We took a 

look at our rent comps and rents today in our area are ahead of where we had last 

forecasted them to be at this time. So we’re excited about the momentum in the 

market from the rent side, and right now we’re trending well on the budgeting side 
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of things as well.

••••• 

Great. A couple of questions have come in, and for those of you listening to the 

webinar, if you have a question, please go ahead and input it in the chat box. We also 

had a number of questions come in from members via our Investor Relations team. 

Can you comment on cap rates today versus the assumed exit cap rate, and how 
you got to that figure? Do you feel the assumption makes sense, given potential 
inflationary and recession risks, and lastly, do you anticipate making any changes 
to the underwriting?

••••• 

I would say right now, per co-star, multifamily cap rates in the Phoenix Metro are 

3.9%. That’s very strong. Our assumed exit cap rate is actually a 5% exit cap on the 

proforma ROI. Right now, we think we’ve adequately mitigated that the cap rate 

risk, although no one’s got a perfect crystal ball. I think our assumptions are very 

credible and defensible, especially noting that we’re over a hundred basis points 

higher than the market average today. So we think that there’s a lot of room to 

continue to perform at our modeling assumptions. We also see a lot of growth in 

Phoenix. Natural job growth is still really strong. In migration is also really strong. So, 

the fundamentals are in place, and those have not changed.

Inflation is real, and that’s why we’ve budgeted for that with our cost escalation 

contingency. That looks to be giving us the right amount of room to continue to 

perform to the format. This time we’re not expecting changes. And then I would also 

add that part of inflation is the cost of housing and rents. And so, there’s a positive 

side of the inflationary circle.

••••• 

And before we move on from that Sandy, that’s a really great point about your 
escalation contingency, not every sponsor does that. Can you talk a little bit about 
how that works?

••••• 

Sure. So every time we price a deal, we price it at that point in time. We’re pretty 

diligent about marking that date. We know that GCs pricing is as of that date, and 

nobody can really tell you where it’s going to be 60 days, 120 days, or 365 days 

hence. So, what we do is we take that pricing amount from that date, and we forecast 

forward to the construction start date when we’ll have a GMAX contract. The GMAX 

contract sets the construction pricing in contract, which the GC must keep as part 

of the contract. So that sets the pricing, it stops the escalation at that point. At that 

point, the inflationary risk has been shifted to the general contractor who signs the 
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contract because they know that they can perform to that. And we work together 

on buying out the contract. So, we used a pretty high inflationary rate to get to our 

escalation contingency, and it seems to be working about the right amount needed.

••••• 

You touched on this a little bit, but can you give us an update on what’s going on 
in the market, in the submarket overall, since the webinar?

••••• 

Sure, sure. I would say that the big story for us is rent growth, that the rents in the 

market today are exceeding where our rent growth projections put us, where we 

thought we would be today. And the vacancy rates are still low. The job creation 

is still really strong in terms of the diversity and high quality of jobs. We still see a 

lot of, I would say, hardware tech growing in Phoenix. And there’s a certain amount 

of onshoring, manufacturing onshoring, that’s happening in Phoenix with Taiwan 

Semiconductor. They’re building out a $12 billion campus in Phoenix, and they’re 

building a semiconductor manufacturing plant. They call it a fab plant, and that is 

underway. That’s under construction. $12 billion is a lot of money to pump into a 

Metro economy.

It’s doing a lot of job creation in a positive way, in addition to lithium-ion battery 

manufacturers, which are locating there. Such as KORE Power, there’s Lucid Motors, 

and EEV companies, their manufacturing is setting up there. So, these are thousands 

and thousands of jobs that are getting created, and they’re 21st century jobs. They 

are for all those items that you read about in the headlines on inflation, right? All the 

automakers are unable to deliver their cars because they don’t have the semiconductor 

chips. And all the semiconductor chips are made in Asia. Well, now they’re going to 

start manufacturing them here and they’re going to start manufacturing them in 

Phoenix. So, I think there’s a positive story there.

••••• 

Thanks. Can you speak to the land valuation, given that it was contributed at a 
stepped up basis? What were the drivers of value creation from the initial purpose 
to now?

••••• 

Sure. So there has been market lift in the land. The market values have really 

increased on land. We bought in the low twenties per square foot and today the 

market value for land is low to mid thirties per square foot for residential land in 

Phoenix. What we’ve added in terms of the process is entitlements. These are actually 

pretty significant entitlements that not anybody can get. We added a development 
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agreement and a GPLET. A GPLET is a property tax abatement. It’s an eight-year 

property tax abatement, and not every property gets that. It’s actually rare. So, that 

adds about $4 million of present value in abated property taxes to the project. I think 

what we’re talking about in terms of our stepped up basis is somewhere in between 

what we bought it for and where market land values are. It also accounts for the fact 

that we’ve carried it on our balance sheet, since we closed on it in May of 2021.

••••• 

Can you discuss your experience with Creed, the general contractor, and how many 
projects you’ve worked with them on and maybe a sense of their track record in 
terms of ability to meet deadlines?

••••• 

This will be our first project with Creed. Creed is a group that we’ve known, and we’ve 

followed. They have a very strong track record in Phoenix and in the Southwestern 

US for building multi-family and industrial. Creed is an investor in this project, so 

they’re also a partner. We think they are fully aligned with us to keep things moving 

on budget, on time, and right now there are no changes to schedule. So we’re excited 

about having them as part of the team and aligned with us on the execution.

••••• 

Can you cover how the right of first refusal clause works? Have you had that clause 
in previous deals, and how will you determine fair market value to either to buy it 
yourself or make the decision to take it to market?

••••• 

Yeah, so the ROFR will allow StarPoint to execute on our primary business plan, 

which is to sell the asset pre-TCO, which is pre certificate of occupancy, into a 

StarPoint controlled opportunity zone fund. So this is part of the opportunity zone 

strategy, which we are currently building out. This allows us to not only maintain 

complete control of the asset, but also give future StarPoint investors the chance to 

take advantage of the OZ program. We will get to a fair market value by going to 

a broker to get an opinion of value and also potentially taking it out to market. We 

are still confirming which path exactly we’re going on, but we’re going to make sure 

that there’s a maximum value that is identified through a broker opinion of value 

appraisals and a marketing process so there is a fully maximized exit to investors on 

the development.

••••• 
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Great. And then we’ve got a handful of questions coming in from the audience. Do 
you anticipate the IRR and multiple to be the same as reflected in the offering?

••••• 

At this time, the answer is yes. If we see material changes by the end of this week, 

early next week, relative to the construction or the debt, we’ll communicate that. 

Absolutely. And we will have full updates. I think we’re going to have full updates no 

matter what happens. Right now, it’s trending in the right direction. There’s nothing 

that we know right now that says that anything is going to change.

••••• 

The investment shows pending. That actually should have changed this morning. We 

moved it back to active. So, if you are still seeing that on your console, please feel 

free to reach out. It is reopened for funding, and we have a small allocation left that 

is available at this time. How often do you provide investors with progress updates 
and what is the information you provide? I’ll answer the second half of the question 
after you answer the first one.

••••• 

Yeah. So, our typical process is quarterly updates, and we put those together with 

a lot of care between the construction team, the operations team, and accounting. 

Everybody puts their mark on that investor update.

••••• 

There was a follow up question, as the development is moving forward, if there are 

specific questions, who at StarPoint is available to answer questions? And typically, 

the way this works is, for those of you who are familiar, our investor relations team 

is very up to speed the on the project. We also have a team of asset managers who 

track the project very closely. So, if the investor relations team can’t answer the 

question, they’ll bring in the asset manager. And if the asset manager still can’t ask 

the questions, then we’ll reach out for further feedback with StarPoint. It looks like 
we have one more question here, about the tenant in common structure, why is 
that being used?

••••• 

Why I use that structure?

••••• 

Yes
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Yeah, yeah. So, great question. It’s really related to the opportunity zone and that 

some investors are coming in as opportunity zone investors, and some are just 

coming in as investors, regular investors without consideration for the OZ. But by 

using the TIC structure, then we accommodate both investors. We preserve the OZ 

benefits for those who have OZ dollars. And the non-OZ guys, their equity gets 

treated as is as non-OZ equity.

••••• 

I think this is the last question. Are there any disadvantages for the non-tenant in 
common investors with being in a partnership with tenant in common investors?

••••• 

Maybe that means for like the non-OZ investors? I mean, yeah.

I guess both OZ investors and non-OZ investors will have different vehicles, which are 

bound together as tenants in common. So everybody is really a tenant in common in 

the structure. Our assumption is that, especially for the non-OZ guys, they’re going 

to get taken out at full deal returns upon completion of the project. And they’ll get 

their money back, they’ll get the return on the money. And that’s the offering. That’s 

the business plan. The OZ investors have the ability to stay on or get taken out, and 

then can get rolled into a separate project, there’s flexibility. So there’s no advantage 

to one over the other. It’s just that everybody’s dollars get appropriate tax treatment, 

according to what type of dollars they’re investing.

••••• 

Great. And as always, on a legal or accounting question, we always recommend that 

you speak to your advisors as well.

••••• 

Yes. I am not a tax lawyer or a tax accountant. This was done under the advisory of 

our tax council and the details are there. I’m the guy that buys the dirt, not the guy 

that files the 1041.

••••• 

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.

••••• 
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Awesome. I really appreciate it. Thank you, Chris. And thanks everybody for joining.

••••• 

Yes. Thank you everyone for joining as well.Chris Fraley, 
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