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This information (The “Investment Memorandum”) is furnished on a confidential basis to potential investors for the purpose of providing certain information about an investment in that certain 
apartment community located at 2112 Floyd Ave, Modesto, CA 95355 (the “Property”) by way of a purchase of a Membership Interest in RM 2112 Trails LLC, a Delaware limited liability 
company (the “Investment” or the “Company”). The Company has been formed to acquire a limited partnership interest in 2112 Trails LP, a California limited partnership (the “Partnership”).  
The general partner of the Partnership and the manager of the Company is VC 2112 Trails LLC, a California limited liability company, an affiliate of Valiance Capital LLC, a California limited 
liability company (the “Sponsor”). By accepting this document, the recipient agrees it will, and will cause its representatives and advisors to use the information only to evaluate its potential 
interest in the investment and for no other purpose and will cause its representatives and advisors not to divulge any such information to any other party and agrees to promptly return to 
Sponsor these materials and any other documents or information furnished at the request of the Sponsor.

This document is solely intended as a business overview, and no recipient shall release this document or discuss the information contained herein or make reproductions of or use this summary
for any purpose other than assessing the business of the investment. This document is protected under the copyright laws of the United States and other countries as an unpublished work.
Neither this document nor any of the information contained in this document may be reproduced or disclosed to any person under any circumstances without the express written permission of
the Sponsor.

This investment overview does not constitute an offer to sell or solicitation of an offer to purchase interest in the Investment. Nothing contained herein is, or shall be relied upon, as a promise
or representation as to the future performance of the Investment. Each recipient must rely on its own evaluation of the investment including the merits and risks involved, in making a business
assessment with respect to the Investment, which qualifies in its entirety the information set forth herein and which should be read carefully for a description of the merits and risks of any
investment in the Investment. Any decision to invest in the Investment should be made after, conducting such investigative due diligence as the investor deems necessary and consulting the
investor’s own legal, accounting and tax advisors in order to make an independent determination of the suitability and consequences of an investment in the Investment. Neither the
Investment nor any of its affiliates makes any representation or warranty, express or implied, as to the accuracy or completeness of the information contained herein. No person other than an
authorized representative of the Sponsor has been authorized to give any information or make any representations other than those contained in this Investment Memorandum, and if given or
made by any other person, such information must not be relied upon as having been authorized by the Sponsor.

Certain statements in this Investment Memorandum are “Forward-Looking Statements” which can be identified by the use of forward-looking terminology such as “may,” “will,” “should,”
“expect,” “anticipate,” “target,” “project,” “estimate,” “intend,” “continue” or “believe,” or the negatives thereof or other variations thereon or comparable terminology. These forward-looking
statements involve known and unknown risks, uncertainties and other factors. These risks, uncertainties and other factors may cause the actual results, performance and achievements of the
Investment, or industry results, to be materially different from any future results, performance or achievements expressed or implied by such forward-looking statements.

The Sponsor does not provide any tax advice. Any tax statement herein regarding any U.S. Federal Tax is not written to be used, and cannot be used, by any taxpayer for the purpose of avoiding
any penalties. Any such statement herein was written to support the marketing or promotion of the transaction(s) or matter(s) to which the statement relates. Each taxpayer should seek advice
based on the taxpayer’s particular circumstances from an independent tax advisor.
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The leadership team has a proven
track record of over 30 principal-
sponsored, value-add multifamily,
residential, and student housing
transactions. With over 45 years of
combined investment experience,
the team is continuing to grow its
portfolio of operating assets, which
currently has a market value in
excess of $120 million.

Leadership 
Team
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NHAN T. NGUYEN LE MANAGING PRINCIPAL | STRATEGY & ACQUISITIONS

Nhan Nguyen Le is the CEO and Managing Principal of Valiance Capital. He leads the firm’s strategic vision, planning, 
investment decisions, and manages all aspects of the firm’s operations. With over 12 years of real estate investment 
experience and a track record of 32 principal-sponsored, value-add and opportunistic transactions, he has grown a 
current portfolio of operating assets to a market value in excess of $180 million. Nhan heads the Acquisition Division for 
both California and Texas markets. 

WINSTON H. LEE PRINCIPAL | DEVELOPMENT & CAPITAL MARKETS

Winston Lee is a Principal at Valiance and brings over 16 years of real estate development and structured finance 
experience to the team. Having closed over $650MM in transactions, from debt placements, equity capital raises, and 
JV equity structures, Winston brings a multi-faceted depth of experience in support of the firm’s strategy, investment 
decisions, construction management, operations, and the overall execution of our opportunistic investments. Winston 
heads the Development and Construction Division which oversees both California and Texas markets. 

AMANDA IRISH-AUBERT VICE PRESIDENT | ASSET MANAGEMENT & FINANCE

Amanda Irish-Aubert is responsible for overseeing the company’s portfolio and asset performance, corporate-level 
financial operations, investment reporting, financial management and regulatory compliance, bringing more than a 
decade of experience in real estate management. Amanda heads the Asset Management and Investor Relations 
Divisions. 

ANDREW CAMERA VICE PRESIDENT | PROPERTY MANAGEMENT & OPERATIONS

Andrew Camera is responsible for driving performance in the company’s multifamily and student housing portfolios and its 
operating teams. He is a member of the leadership team and oversees the strategy and execution of property-level 
business plans. Andrew brings over 10 years experience of property and operations management. Andrew heads the 
Property Management and Hospitality Division. 



$240M
Principal Transaction
Experience

32
Principal-Sponsored
Investments

100+
HNW
Investors

WINNING TRACK RECORD

25.5%
Average Net
Annualized Returns

$48M
Total Equity
Invested

2.8x
Average Equity
Multiple

$120M+
Assets Under 
Management

Growth in Assets Under 
Management ($MM)

NORTHERN CALIFORNIA EXPERIENCE:
Berkeley | Oakland | San Francisco | Hayward | Pinole | Vallejo | Stockton | Modesto
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PORTFOLIO ASSETS
Property Name Property Type City State Units Acq Date NAV
Trails at 2112 Multifamily Modesto CA 97 01/2021 20,765,000
Morgan House Multifamily Berkeley CA 16 09/2020 2,380,000
The Prospect Multifamily Berkeley CA 95 05/2019 20,781,075
The Mattox Multifamily Hayward CA 57 07/2018 20,346,910

Vivante Apartments* Multifamily Hayward CA 51 11/2017 23,900,000

Solis Apartments* Multifamily Hayward CA 62 12/2016 22,580,000

Greenleaf Apartments* Multifamily Hayward CA 22 08/2016 8,350,000

Adeline Apartments Multifamily Berkeley CA 6 08/2016 4,000,000

Piedmont Multifamily Berkeley CA 39 03/2016 6,520,000

22nd Ave* Multifamily San Francisco CA 8 03/2016 4,400,000

Solstice Apartments* Multifamily Hayward CA 37 03/2016 16,200,000

College Multifamily Berkeley CA 3 12/2015 6,813,333

Channing Way Multifamily Berkeley CA 24 11/2015 4,500,000

Warring Multifamily Berkeley CA 29 11/2015 5,419,000

MLK Jr Multifamily Berkeley CA 3 05/2015 4,345,945

La Loma Multifamily Berkeley CA 34 11/2014 6,943,314

College Ave Multifamily Berkeley CA 10 06/2014 5,250,000

Regent Multifamily Berkeley CA 2 07/2013 3,417,562

Ellsworth Multifamily Berkeley CA 7 04/2013 4,515,728

Total / Average 602 191,427,868

Property Name Property Type City State Units Sale Date NAV
Alvarez Ave #1 Multifamily Pinole CA 52 09/2020 14,200,000
Alvarez Ave #2 Multifamily Pinole CA 12 09/2020 3,150,000
Aloha Apartments Multifamily Hayward CA 70 10/2018 20,473,900
Alcatraz Apartments Multifamily Berkeley CA 15 12/2015 4,300,000
24th Apartments Multifamily Oakland CA 16 03/2015 1,960,000
Commerce Multifamily Stockton CA 2 02/2015 155,000
Filbert Apartments Multifamily Oakland CA 16 11/2014 1,895,000
Benvenue Condos Multifamily Berkeley CA 3 10/2014 1,860,000
Lincoln Apartments Multifamily Vallejo CA 10 12/2013 1,000,000
Fulton Multifamily Berkeley CA 2 08/2013 910,000
Total / Average 198 49,903,900

REALIZED ASSETS

TOTAL TRANSACTION VALUE 800 241,331,468

* VC principal is a member of the GP, but not a managing member or principal of the GP

Knowledge meets Experience

0.1 0.6 1.5 5.8
15.1

27.1
41.4

63.8 61.5

79.4

120.0

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
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Executive Summary
Property Summary

Property Name Trails at 2112

Address 2112 Floyd Ave, 
Modesto, CA

Units 97

Rentable Square Feet 84,946 SF

Parcel Number 066-029-099

Lot Size 231,739 SF

Year of Construction 1985

Key Property features:
• 2-story wood frame construction
• Total of 12 buildings across 5.32 acres
• All units feature private patios/balconies, 

separate dining rooms, central heat & air, 
in-unit laundry

• 90 of 97 units were recently remodeled in 
during the last two years

• Community amenities include fitness center, 
covered parking, and swimming pool

Unit Type Size (SF) Count

Studio 550 1

1 x 1 707 28

2 x 2 950 68
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Trails at 2112 Apartments (“Trails”) is a 97-unit apartment community (70% 2x2s, 
30% 1x1s) built in 1985 and located in Modesto, California. The Partnership acquired 
ownership of Trails on January 20, 2021, for a purchase price of $17,750,000—a price 
below replacement cost. Upon acquisition, the Partnership assumed an existing 
FNMA loan of $11,065,000 and a supplemental FNMA loan of $2,000,000.  The 
Company has been formed to acquire a limited partnership to be issued by the 
Partnership concurrently with the redemption of a limited partnership owning a 
limited partnership interest of like tenor that had agreed to provide equity at 
property acquisition on a short-term basis. An investment in Trails by way of an 
investment in the Company represents a fantastic opportunity to generate a high 
cash on cash return of 11.6%, a 63.5% cumulative return of original equity over the 
first 2 years, and a stable cash flow generating investment return of a 16.0% IRR over 
our proposed 8-year hold period.

Built in 1985, Trails is a two-story garden style apartment community spread across 
12 residential buildings on 5.32 acres. Designed with a great unit mix of spacious 
one-bedroom and two-bedroom floor plans, we see an opportunity in the market to 
renovate and deliver superior upgrades to capture unmet demand in the mid-level 
luxury category of apartment homes.

While the existing common areas and amenities are in marketable physical condition, 
the Partnership will invest capital to rebrand the property with plans to enhance curb 
appeal, improve upon existing and implement new amenities, add security systems 
with gated entry, and high-speed fiber optic internet connectivity. The Partnership 
will also renovate the interior units to have superior finishes compared to nearby 
communities. FPI Management, the unaffiliated property manager, will continue to 
cover all day-to-day operations, from handling leasing inquiries to properly 
upkeeping an online marketing presence with professional photography and a 
custom website with interactive tenant capability. Lastly, we estimate that the 
current rental rates are approximately 24% below achievable market rates. Given the 
in-place occupancy and lease structures, we expect the asset to fully stabilize by 
March of 2022.



Investment 
Summary

Our Strategy:
• Acquired by Partnership at $17,550,000, below replacement cost
• Reposition the property into a mid-level luxury product, which has 

limited supply
• Capture unmet demand and capture higher rents
• 59.8% additional Cash-Out refinancing potential after Year 2, 

contingent upon Fannie Mae’s approval of second supplemental loan
• Target average annual cash-on-cash return of 11.6% and annualized rate 

of return of a 16.0% Investor IRR, net of fees, over an 8-year investment 
hold period

KEY INVESTMENT HIGHLIGHTS

THE OPPORTUNITY Attractive, 
expected risk-
adjusted return, 
net of fees

Attractive Tax 
Shelter 
Strategy

Below Replacement 
Costs

Favorable 
Submarket 
Drivers

Potential of 
high cash out 
at post-Year 2 
refinance

Strong Property 
Metrics Despite 
COVID

16.0% IRR*

1.96x EM*

59.8%
Refi Cash Out Potential*

$244 Per SF

$214K Per unit

$1.05
tax benefits per 
dollar invested*

100
only new market 
unit delivered 
since 2010

97% Average 
occupancy

95% Collections
rate
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*There can be no assurance that the methodology used for calculating IRR, equity multiple, and tax benefits is appropriate or
adequate. The information is presented solely for the purpose of providing insight into the investment objectives, detailing its
anticipated risk and reward characteristics and for establishing a benchmark for future evaluation of the investment’s performance.



Investment 
Opportunity

After

KITCHEN UNITS
Quartz Countertops Plush Carpeting in bedrooms
Stainless-Steel Appliances Wood Vinyl Flooring in Bedrooms, Kitchen, Living, and Bath Areas
Electric Range/Oven In-Unit Stackable or Full-Size Washer / Dryers
Hood-fan Ceiling Fans
Dishwasher Window Coverings
Refrigerator Recessed Electrical Lighting
Built-in Microwave Patio or Balcony
Disposal Outdoor Storage Closet Room
White Shaker Cabinets Separate Dining Room

REPOSITION TO A MID-LEVEL 
LUXURY COMMUNITY FOR TOPLINE 
UPSIDE

• Investment strategy is to reposition the asset as a 
mid-level luxury multifamily property

• With minimal upfront investment, property could 
warrant higher rents, an average expected bump 
of 31.4%

Before

Unit Type Current Rent Pro Forma Rent % Increase Size (SF) Count

Studio $1,015 $1,350 33.0% 550 1

1 x 1 $1,248 $1,650 32.2% 707 28

2 x 2 $1,411 $1,850 31.1% 950 68

$1,360 $1,787 31.4% 97
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ACQUIRED WELL BELOW REPLACEMENT COST 

Low-Cost Basis Can Translate into Higher Yield and downside 
Margin of Safety protection:

$244/SF
$214,072TR
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$350,000NE
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33%

38%

$244 / SF
$214,072 / unit

$366 / SF
$350,000 / unit

2112 Trails New Construction
Versus
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COST BASIS BELOW 
REPLACEMENT COST



Attractive, 
Risk-Adjusted Return

LOW CONSTRUCTION RISK

LOW TENANCY EXECUTION RISK

LOW REGULATORY RISK

LOWER RISK INVESTMENT PROFILE

16.0%
Targeted Investor IRR, 
net of fees

11.6%
Targeted average
annual cash yield

59.8%
Targeted 
Refinance Cash-
out distribution

Annually compounded 
across assumed 8-year 
investment horizon

Positive cash-on-cash yields 
starting Year 1
Not inclusive of yield from sale,  
Calculated over entire investment period

Potential to return capital 
to investors after 24-
month stabilization period

AB
O

VE
-M

AR
KE

T
RE

TU
RN
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• 90 of the 97 units have already been partially renovated by the seller
• We are budgeting an average $20,265 per unit to reposition the units into mid-level luxury units
• Based on our experience, we have completed larger capital expenditure plans at similarly sized 

communities (recent case study provided as 1282 Mattox in Hayward, CA).

• Internal demand for renovated units is strong, and out of 92 residents surveyed, 91 have committed 
to transfer/renew or relocate, which represents a 98.9% acceptance rate to turnover.

• Nearly 1/3 of the property or 30 units have already been renovated and turned over since our 
acquisition with leases signed above proforma rents.  

• The property is subject to California rent control regulations, which limit annual rent increases (lesser 
of 5% + local CPI and 10%) and requires ”just cause” for lease terminations.

• Relative to the highly regulated cities such as San Francisco, Berkeley, Oakland, and Los Angeles, 
the Modesto rent control regulations are relatively more manageable.



Business Plan
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Reposition Property
to a Mid-Level Luxury
Apartment Community 
via Manageable Capex Plan

Value-Add 
Investment Strategy

01 02 03

ADDING VALUE: OUR EXECUTION PLAN

Professional Management
and Rebranding

Tax Optimization

04
Refinance through 
Fannie Mae 
Supplemental Financing
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• Full renovation of 7 units
• Significant improvements to 90 partially renovated 

units (kitchens & bathrooms)
• Upgrades of common areas, amenities, and 

exterior
• Add new community amenities (security cameras, 

dog park, BBQ area, new fitness equipment)
• Improve branding and signage
• CapEx Cost: $2,639,751
• Construction Timeline: 13 months

• We expect to cash out an additional 59.75% of 
original equity upon refinancing upon stabilization 
within the first 2 years. Success will be contingent 
upon Fannie Mae’s approval of a second 
supplemental loan.

• Upon completion of renovation, the Sponsor will 
execute special programs and studies, including a 
cost segregation analysis, to fully capture tax 
efficiencies specific to the real estate industry.

• Due to extensive local expertise and strong 
performance, VC has selected FPI Management as 
the property manager for 2112 Trails. They will 
bring institutional quality property management to 
the asset along with key market relationships 
stemming from its 100,000+ units under 
management.



• Residents are leasing renovated units at substantially above proforma rents up to 7.8%. 
The table below outlines advertised rent data:

Business Plan
…how we’ve performed
Since we acquired the property in January 2021
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Positive Market Trends extend further

• Having decreased from a 7.5% Vacancy Rate in Q3 2020 to 5.8% in Q4 2020, East 
Stanislaus County continues to show resilience and is maintaining its 5.7% Vacancy 
Rate through the Q1 2021 to date.

• Market Rents have continued to grow achieving a 4.0% Q4 2020 quarter over 
quarter growth and has accelerated to a 5.7% Q1 2021 YoY growth quarter-to-date.

Demand for Renovated Units is Strong Relocation & Renewal Program is Strong

• As of mid-June, we are pleased to report that we have engaged with all 97 residents at our 
property and confirmed a total acceptance rate of 98% to Transfer/Renew or Relocate.

• As of date, we have completed the full renovation of forty-six (46) units. This marks an 
exciting milestone: that’s nearly 50% of our property completed in under six (6) months!
Additionally, renovation of an additional fifteen  (15) units is currently underway this 
upcoming month. 

• If we continue to move at our current pace on the construction end and we continue to 
make great progress with tenancy relocations, we are on target to complete all interior unit 
renovations by December 2021. We originally planned for 19 months, but we are now 
looking at potentially completing all interior renovation scope within 11 months, reducing our 
timeline by 8 months!

Floor Plan Highest Achieved Proforma Rent Advertised Rent % Increase

2x2 $1,995 $1,850 $1,995 7.83%

1x1 $1,695 $1,650 $1,695 2.72%



Soft Costs As of 3/31/21
City Permit Fees $7,000 
Marketing, Staging, Photography $15,000 
Operational Costs $9,874
Tenant Buyouts $25,000
Engineering $9,900
General Goods $5,000 
Onsite Storage $2,478 
Soft Cost Contingency $3,200
Construction Fee $125,702
Soft Cost Total $203,154

Hard Costs
Exterior
Branding & Signage $10,000 
Security Gate Entrance System $25,000 
WIFI Fiber Optics System $134,370
Security Cameras $10,000
Amazon Locker $17,150
Dog Park $22,960
BBQ Patio Areas (2) $10,000
Gym Renovation & Renovation $16,744
Pool Area Improvements $24,000 
Community Mural $7,500
Landscaping & Hardscape $49,650
Exterior Painting $38,800 
Asphalt Repairs $25,000 
Tree Trimming $15,000
Stair Repairs $1,500 
Concrete Repairs $10,000 
Exterior Lighting $12,000
Contingency $41,236
Exterior Total $470,910

Interior
1x1 Renovated Unit Improvements $442,746
2x2 Renovated Unit Improvements* $1,347,146
Non-Renovated Unit Improvements $175,794
Interior Total $1,965,686

Total Hard Costs $2,436,596

Total Project Cost $2,639,751

Capital 
Expenditure
Budget
CAPEX PLAN TO REPOSITION 
PROPERTY AS A MID-LEVEL LUXURY 
APARTMENT COMMUNITY
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Vetted Capital Expenditure Budget

• Each line item in the capital expenditure budget was determined via our 
internal construction team and 10+ years of contractor/wholesale supplier 
relationships.

• Our due diligence uncovered a few deferred maintenance items that we 
expect will become material through the hold period, namely HVAC, Water 
Heaters & Water supply lines. We have allocated $1,058/per unit of annual 
operational replacement reserves (or $102,644 per year) to address these 
items.

* 2x2 renovation scope increased to include a full open concept floorplan layout that 
significantly increases marketability and has achieved rents above pro-forma. 



• New LVP Flooring

• Recessed Lighting

• New Quartz Countertops

• New Vanities and Newly Refinished 
Cabinets

• New Bathroom & Kitchen Finishes

• New Stainless-Steel Appliances

• Performing Open Concept Kitchens on 
select units.

BEFORE AFTER

KEY SCOPE 

RENOVATION PLAN TO 
REPOSITION PROPERTY AS 
A MID-LEVEL LUXURY 
APARTMENT COMMUNITY

Valiance Capital will utilize its vertically integrated 
construction arm, Bruno Construction to perform all 
interior renovations at 2112 Trails. By leveraging its 
in-house construction team, Valiance Capital can realize 
improved construction timeframes and increased cost 
savings, while minimizing execution risks. 



MID-LEVEL LUXURY  
RENOVATIONS 

AFTER
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01

03

05

07

09

11

Branding
02

05

04

06

07

03
01

08

09
10

11

12

Capital 
Expenditure 
Program

PROPERTY-LEVEL RENOVATIONS

• Improved Branding and Signage
• Add New Community Amenities

• Dog Park
• Amazon Locker Facility
• Entrance Security Gate
• 24/7 Security Camera System
• Fiber Optic Internet Infrastructure
• New Common Area Furnishings

• Upgrade Common Area Amenities
• Fitness Facility Renovations
• New Exterior Painting
• Resort Pool Renovations 
• Select Landscape refresh

• Deferred Maintenance Upgrades
• HVAC & Subpanels
• Water Heaters
• Water Supply Lines
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02

04

06

08

10

12 HVAC

Tree Trimming

Asphalt

Painting

Landscaping / Painting 
within Pool Area

Pool Area

Fitness Center / 
Clubhouse

Dog Park

Amazon Lockers

Leasing Office – Fiber Optic 
Internet / Security Cameras

Security Gate 
Entrance System



1/20/2021 3/11/2021 4/30/2021 6/19/2021 8/8/2021 9/27/2021 11/16/2021 1/5/2022 2/24/2022

Unit Renovations - 10 units / month

Interior

Exterior Painting

Landscaping

Pool Area Improvements

Dog Park

Gym & Club Improvements

Exterior & Common Area

Project Timeline
TRAILS EXECUTION STRATEGY
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Accelerated Project Timeline expected to complete 6 months sooner than expected.

Today

4 months

3 months

2 months

3 months

12 months

12 months

3 months

4 months



Property Management 
Overview

Our key reasons for engaging FPI include the following:

• SCALE: FPI is the 4th largest management company in the nation with over 100,000 units under 
management.

• LOCATION: FPI is headquartered locally in Folsom, CA.

• EXPERIENCE: Established in 1968, FPI has amassed 49 years of professional property management 
experience.

• MARKETING & LEASING: Viewed as an industry leader in marketing and product branding, FPI 
specializes in the lease-up of multifamily units.

• ACCOUNTING: FPI will generate monthly financial statements that fulfill our accounting requirements.

• TRAINING: FPI currently has an onsite manager at 2112 Trails who will continue to utilize best practices 
in administrative, marketing, maintenance, and financial management and save us the opportunity cost 
of training up a new onsite manager

• PREFERRED VENDORS: FPI has a network of preferred vendors for all facets of 
property management. Because of its size, FPI can often procure favorable pricing. Furthermore, 
to mitigate conflicts of interest, FPI does not own, operate, or have any interest in any vendors that 
provide services to FPI-managed properties.

• INFORMATION MANAGEMENT: FPI utilizes an online operating platform that allows property owners 
to access the operational and financial data of their properties.

FPI Management will provide property management services and will 
assist us to execute our lease-up plan for 2112 Trails. As the nation’s 4th 
largest property management company, with over 100,000 units under 
management, over 2,800 employees, and over 49 years of experience, 
FPI brings a high level of professionalism and experience. It has strong 
market presence in Modesto and is headquartered in Northern 
California. FPI will assist in all areas of property management for 2112 
Trails, from marketing and leasing to general property operations and 
maintenance once we have stabilized the property.

FPI holds the greatest market share in the Modesto market as one of the 
largest property management companies in the MSA, having a 
stronghold on some of the key multifamily assets in the Modesto 
Submarket, which includes the following:

• Allure at 2920 (New Construction)

• The Marina Apartments
• Stoneybrook Apartments

• Manchester Court

• The Edge

• Park Lakewood
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Additional
Key Potential Tax 
Sheltering Benefits

$6,817,242
Depreciable Building Value
x 43% (Final Results 3/31/21)

$105,677
Tax Deductible Losses 
(1.2987% x $8,137,118)

POTENTIAL TO HARVEST FAVORABLE 
TAX SHELTERS

COST SEGREGATION
TAX LOSS CALCULATION (EST.)

$8,137,118
= Total 1st Year Accelerated 
Depreciation Tax Losses (Est)

=x
|   CONFIDENTIAL22

$7,700,000
Of Total Project Equity Amount

$100,000
Assumed Investment Amount

1.2987%
= Ownership Percentage (%)

$1,319,876
+ Depreciable CapEx Value
x 50% (Estimated 5/30/2021)

COST SEGREGATION STUDY
ACCELERATED DEPRECIATION ANALYSIS

OWNERSHIP %
CALCULATION

$47,554
Net Cash Savings (Est.)

45.0%
Assumed Tax Bracket 
(Varies on Individual)

x
=

47.6%
Return on Investment based 

on Tax Losses! 
(Varies on Individual)

01 02

03
The Sponsor will execute special tax programs and 
studies, including a cost segregation analysis, to fully 
capture tax efficiencies specific to the real estate 
industry. 



Refinancing & Exit Assumptions
Loan Terms Permanent Supplemental
Starting Month 0 24

Payoff Month 100 100

Loan Amount $13,065,000 $5,177,663

Interest Rate (%) 4.42% 4.59%

Amort (mos) 360 360

I/O Period (mos) 34 0

Accrual Method 30/360 30/360

Index Used 7Y Treasury

Index as of 05/04/21 1.29%

Assumed Rate Increase 1.00%

Loan Sizing Parameters

Cap Rate N/A 5.60%

Sizing NOI N/A 1,459,413

Implied Value N/A $26,060,948

Floor Rate N/A 4.59%

DSCR N/A 1.30x

Loan to Value N/A 70.0%

Loan to Cost N/A 0 

Limiting Parameter N/A Loan to Value

Max Proceeds N/A $18,242,663

Actual Leverage / DSCR N/A 70.0% / 2.40x

Acquisition Assumptions
Purchase Price $17,550,000 

Price per Unit $180,928 

Price per SqFt $207 

Closing Costs 3.28% $575,249 

CapEx $27,214/unit $2,639,751 

All-in Basis $20,765,000 

Acquistion Cap Rate 6.18%

Stabilized Cap Rate 6.58%

Exit Assumptions
Exit Year 8 

Terminal NOI $1,665,447 

Exit Cap Rate 6.40%

Exit Disposition Price $26,393,773 

Sale Price per Unit $272,101 

Sale Price per SqFt $310.71 

Transaction Sale Costs 1.63% $431,366 

Total Proceeds from Sale $25,962,408 

FINANCIAL ASSUMPTIONS ACQUISITION VS EXIT ASSUMPTIONS
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Valiance Capital expects to capitalize on Fannie Mae’s agency loan with a fully-amortized, fixed-rate 2nd supplemental loan upon stabilization
to capture additional value for investors. The Sponsor has strong familiarity with Fannie Mae’s refinance process and loan-sizing criteria. 2112
Trail’s refinance loan size is underwritten to an DSCR coverage ratio of 1.30x along with an LTV of 70% based on Fannie Mae’s underwritten NOI.



Summary of Deal Terms
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Sources & Uses of Funds

*Closing Costs includes impound accounts, inspections, legal fees, title/escrow, lender & RM fees.

Sources Total     Per Unit     Per SqFt     % of Total    

Senior Loan Proceeds $13,065,000 $134,691 $154 62.92%

Sponsor Equity (GP) $1,850,000 $19,072 $22 8.90%

Non-RM Equity (LP) $2,850,000 $29,381 $34 13.73%

Realty Mogul Equity (LP) $3,000,000 $30,928 $35 14.45%

Total Sources $20,765,000 $214,072 $244 100.00%

Uses Total     Per Unit     Per SqFt     % of Total    

Net Purchase Price $17,550,000 $180,928 $207 84.52%

Closing Costs* $499,908 $5,154 $6 2.41%

Interest Reserves $55,694 $574 $1 0.27%

Capex $2,639,751 $27,214 $31 12.71%

Cash Reserves $19,647 $203 $0 0.09%

Total Uses $20,765,000 $214,072 $244 100.00%
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Loan Assumption Summary
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Balance Information

Loan Type Fannie Mae – Fixed Rate, Partial IO Estimated Current Balance

Original Balance – 1st TD $11,065,000 $11,065,000

Original Balance – 1st Supplemental $2,000,000 $2,000,000

Total Original Balance $13,065,000 

Current Balance (Estimated) $13,065,000

Term & Maturity

1st TD Start Date 2017-12-01 12 Years

1st Supplemental Start Date 2020-03-31 Coterminous with 1st TD

Loan Maturity Date 2029-11-01

Prepayment Premium Period End 2029-04-30

Loan Characteristics

Loan Type Fannie Mae – Fixed Rate, Partial IO

Interest Rate – 1st TD (Mo. Pmt) 4.42%

Interest Rate – 1st Supplemental (Mo. Pref) 4.51%

Interest Rate – Blended 4.43%

Estimated Total Monthly Payment $48,273

Interest-Only End / Term 2023-11-01 6 Years

Loan Assumption Fee (Percent & Estimate) 1% $130,650

Amortization 30

Term 12

The Partnership assumed at acquisition in-
place Fixed Rate, Partial IO Fannie Mae loan
along with the in-place supplemental loan.

The target disposition date is at the end of
the Prepayment Premium Period of April 30,
2029 (8 years).



Cash Flow Pro Forma
Investment Period Current Year 1 (YTD) Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 TOT/AVG
Date In-Place T12 07/2021 07/2022 07/2023 07/2024 07/2025 07/2026 07/2027 07/2028 NA
Investment Year NA 1 2 3 4 5 6 7 8 NA
Cash Flow Years NA 1 1 1 1 1 1 1 1 NA
Operating Assumptions
Physical Vacancy 2.84% 7.49% 3.89% 4.60% 4.59% 4.58% 4.57% 4.56% 4.55% 4.85%
Total Economic Vacancy 6.02% 30.53% 14.63% 9.10% 9.32% 9.54% 9.76% 9.98% 10.16% 12.88%
Rent Growth - 0.00% 0.73% 1.25% 3.00% 3.00% 3.00% 3.00% 5.73% 1.18%
Controllable Expense Growth - 2.00% 1.04% 0.83% 2.00% 2.00% 2.00% 2.00% -6.60% 0.47%
NOI Growth Rate - NM 40.35% 10.64% 3.08% 3.00% 3.14% 3.14% -5.58% 8.25%

Gross Potential 1,632,540 2,091,638 2,106,810 2,133,145 2,197,139 2,263,054 2,330,945 2,400,874 2,263,263 17,786,868 
less: Loss to Lease (53,355) (481,796) (226,241) (96,035) (104,009) (112,362) (121,109) (130,267) (127,068) (1,398,888)
Net Potential 1,579,185 1,609,841 1,880,569 2,037,110 2,093,131 2,150,692 2,209,836 2,270,606 2,136,195 16,387,979 
less: Vacancy (44,843) (156,684) (82,024) (98,126) (100,824) (103,597) (106,446) (109,373) (102,898) (859,971)
Net Collected 1,534,342 1,453,158 1,798,544 1,938,985 1,992,307 2,047,095 2,103,390 2,161,233 2,033,297 15,528,009 
Other Income 155,569 146,624 191,083 193,471 199,275 205,253 211,11 217,753 205,272 1,570,143 
Effective Gross Income 1,689,910 1,599,782 1,989,627 2,132,456 2,191,582 2,252,349 2,314,801 2,378,987 2,238,569 17,098,152 

Operating Expenses
Salaries 136,246 137,135 138,722 139,878 142,676 145,529 148,440 151,409 141,418 1,145,207 
Administrative 20,634 22,434 22,433 22,620 23,072 23,533 24,004 24,484 22,869 185,448 
Leasing/Marketing 10,007 9,966 10,082 10,166 10,369 10,576 10,788 11,004 10,278 83,228 
Maintenance 59,842 55,432 56,073 56,540 57,671 58,824 60,001 61,201 57,163 462,904 
Total Controllable 226,729 224,967 227,309 229,204 233,788 238,463 243,233 248,097 231,727 1,876,788 
Utilities 101,166 111,098 121,766 122,781 125,237 127,741 130,296 132,902 124,133 995,954 
Insurance 17,445 26,352 26,657 26,879 27,416 27,965 28,524 29,094 27,175 220,062 
Property Taxes 150,775 191,665 193,883 195,499 199,409 203,397 207,465 211,614 197,651 1,600,583 
Management Fee 40,607 43,994 54,715 58,643 60,269 61,940 63,657 65,422 61,561 470,199 
Total Expenses 536,722 598,077 624,330 633,005 646,118 659,506 673,175 687,130 642,246 5,163,585 

Net Operating Income 1,153,189 1,001,705 1,365,297 1,499,451 1,545,464 1,592,843 1,641,627 1,691,857 1,596,323 11,934,567 
Repl Reserves 24,250 103,500 104,697 104,697 107,720 112,032 114,272 116,558 108,867 872,342 
Gross Operating Cash Flow 1,128,939 898,205 1,260,599 1,394,754 1,437,744 1,480,811 1,527,355 1,575,299 1,487,456 11,062,224 

Asset Management Fee - 35,995 44,767 47,980 49,311 50,678 52,083 53,527 50,368 384,708 
Net Operating Cash Flow 1,128,939 862,210 1,215,833 1,346,774 1,388,434 1,430,133 1,475,272 1,521,772 1,437,089 10,677,516 
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Note: Financials marked “NM” are not meaningful



Summary of Investment Terms
Purchase Price $17,550,000

Price / Square Foot $207

Price / Unit $180,928

Going-in / Exit Cap Rate 6.18% / 6.30%

CapEx $2,691,140

Average Cash-on-Cash Yield*
Targeted Cash out Refinance (Yr 2)*
Targeted Investor IRR*
Targeted Investor Equity Multiple*

11.6%
59.8% 
16.0%
1.96x

Disposition Price* $26,826,038 ($316 Per SF / $276,557 Per Unit)

Targeted Hold Period* 8 Years

Fundraising Target $3,000,000

Fundraising Period Determined by Realty Mogul

Leverage 62.9% Loan to Cost / 74.4% Loan to Purchase Price

Minimum LP Commitment Determined by Realty Mogul

Sponsor Commitment $1,850,000 (24.0% of Total Equity Stack)

Preferred Return 8.0% per annum for all investors

Distribution Waterfall
(Carried Interest Structure)

Preferred Return of 8.0% per annum; after return of capital, GP 
shares in 20.0% carried interest up to 15.0% IRR, 35.0% carried 
interest up to 20.0% IRR, and 50.0% carried interest thereafter

Asset Management Fee 2.25% of Effective Gross Income

Acquisition Fee
Construction Management Fee

1.75% of Purchase Price
5.00% of CapEx Budget

Completion Distribution 2.0% of Stabilized Value

Value-add real estate investing for high-net-
worth individuals and institutions seeking 
outsized investment returns.
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*Asterisk denotes a targeted metric. All targeted returns are stated in net-to-investor terms (i.e. net of fees and
promote), provided by the sponsor, and subject to change.



Market
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Strong Occupancy & Collections

Flight to Suburbia

Why Modesto Metro?

01

02

03

Multifamily demand in the Modesto MSA has statistically proven to be a 
resilient market tested against both the ‘08 Great Financial Crisis and the 
COVID-19 Pandemic

CURRENT MARKET FUNDAMENTALS ARE FAVORABLE DESPITE COVID-19

Modesto continues to 
post strong market 
metrics and increasing 
rents despite COVID-19
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Grounded in ”Essential Services”

Strong Market Fundamentals04



Flight to Suburbia Submarket
Median Household 

Income Market Rent
Rent Level vs 

Modesto Rent/Income

San Francisco $140,971 $2,892 2.3 X 24.6%

San Jose $143,782 $2,623 2.1 X 21.9%

East Bay $117,196 $2,244 1.8 X 23.0%

Sacramento $87,802 $1,619 1.3 X 22.1%

National Index $73,464 $1,447 1.2 X 23.6%

Stockton $83,832 $1,418 1.1 X 20.3%

Modesto $73,927 $1,242 20.2%
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Submarket Market Rent
Q2 2021 

Occupancy
Annual 

Rent Growth
Market 

Cap Rate

San Francisco $2,892 90.0% (10.8%) 3.7%

San Jose $2,623 91.5% (4.0%) 3.8%

East Bay $2,244 92.7% (0.7%) 4.3%

Sacramento $1,619 96.4% 10.3% 4.6%

National Index $1,447 94.1% 0.0% 5.4%

Stockton $1,418 97.7% 8.3% 5.7%

Modesto $1,242 98.0% 7.6% 5.4%

• Average Modesto multifamily rents are 
meaningfully lower than high rent locations like San 
Francisco, whose rents are 2.1x Modesto rents.

• Due to the pandemic, many sectors have 
transitioned to remote work, accelerating outflow 
from high rent centers like San Francisco and inflow 
to low rent centers like Modesto.

• This trend is evidenced by current high vacancy 
rates in high rent centers like San Francisco (10.0%) 
and low vacancy rates in low-cost centers like 
Modesto (2.0%).

Population Shift to Low 
Relative Rent Centers 
Like Modesto

• Modesto’s Q2 2021 rent to income (20.2%) is below 
the national average (23.6%), San Francisco (24.6%), 
and East Bay (23.0%).

• By repositioning Trails to the mid-level luxury market, 
there is opportunity to increase rents while 
simultaneously maintaining affordability.

Modesto’s Affordability 
Supports Its Continued 
Appeal

• With the promise of larger units, amenities, open 
spaces, lower densities, and general lower cost of 
living, Modesto is a direct beneficiary of these 
continued demographic trends.

High Quality of Life: 
Flight to Suburbia

CONTINUED POPULATION GROWTH IN 
MODESTO EXPECTED

Costar Data as of June 2021

Costar Data as of June 2021



COVID-19 Recession Resilience

MODESTO ECONOMY IS GROUNDED IN 
“ESSENTIAL SERVICES“
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Modesto’s top 
employers are 
categorized by the 
state of California as 
“essential services”. 

0302
The most productive 
agricultural land in 
the nation, with a 
production value of 
$17 Billion per year. 

Central California 
produces 25% of 
the Nation’s food 
supply

01

“Central California is home to the most productive agricultural land in the country. At an estimated production value of $17 Billion per year, the 
region and local economy has been built around this core industry, and its continued production is what drives local jobs and employment.”  



Growing Pool of Essential Employers
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02 E&J Gallo WineryAMAZON01
Trails at 2112 is within a 10-minute commute to E&J 
Gallo Winery, the largest exporter of California wines. 
E & J Gallo Winery is the largest family-owned winery 
in the United States with over 6,700 employees.

Amazon is building an Amazon distribution center in 
Turlock, CA. This would add between 1,000 to 
2,600 jobs to the Central Valley. Trails at 2112 
Apartments is a 20-minute commute away.



Bray confirmed Seefried sent the city a uniform application to construct a 1,080,308-square-foot warehouse and 
distribution facility, however. The city issued a grading permit for the project Tuesday but has yet to finalize a 
building permit, encroachment permit or lot line adjustments the applicant requested.
A California Environmental Quality Act exemption notice filed Feb. 21 by the Stanislaus County clerk’s office for 
Turlock lays out the specifications for the proposed facility as a “Class A e-commerce warehouse and distribution 
center” on the site.

The roughly 75-acre site will be bounded by an irrigation canal on its south, Fransil Lane on its west and the future 
extension of Tegner Road to its east. The land encompasses nine parcels, of which 69.5 acres are for the project 
site and an adjacent 6.1 acres for right of way use. The new project would be just down the street from Dust Bowl 
Brewing Co.’s brewery and taproom headquarters on Fulkerth. According to the CEQA notice, the new warehouse 
and distribution center will be composed of a 1,249,095-square-foot warehouse with a 36,241-square-foot main 
office and restrooms “pop-out.” Records show the single-story structure will have all the amenities to be “operated 
by a large internet retailer for fulfillment of internet purchases” 24 hours a day and 365 days a year.

The project is listed under the code name “Project Hornet” in paperwork or by its Minor Discretionary Permit No. 
“MDP 2020-20.” Vague references to Project Hornet and MDP 2020-20 can be found in Turlock City Council 
agendas from this year. The secrecy surrounding the possible Amazon project is nothing new. Before the online 
retail giant opened its first distribution center in Stanislaus County in Patterson in late 2013, the development was 
referenced only as “Project X” in city documentation beginning in early 2012.

SELLERS DECLINE TO COMMENT
The sales of the Turlock parcels closed in March. The land had been predominately almond orchards with some 
open space and a few buildings. Work to clear the land has begun. The Bee attempted to speak with three of the 
landowners who sold their property. One did not return messages seeking comment, another said he has heard 
the talk and rumors that Amazon is coming to Turlock but could not confirm that, and the third initially said in a 
brief phone call that Amazon is coming but later said he did not want to be interviewed.

The talk and rumors about the project have even reached Modesto. The project came up Monday during the city’s 
budget hearings, with Councilmen Bill Zoslocki and David Wright mentioning it.

Companies at the Turlock Regional Industrial Park include Blue Diamond, Foster Farms, US Cold Storage, Sunnyside 
Farms and California Dairies Inc. The first two operate on the most land, said Maryn Pitt, assistant to the city 
manager for economic development and housing. Blue Diamond has 80 acres and Foster Farms has three facilities, 
including a 75-acre parcel. Most of the industrial companies employ 100 to 200 people each, Pitt said in an email. 
About 350 and 250 people work at Blue Diamond and California Dairies, respectively.
The park is bounded by Fulkerth Road to the north, Washington Road to the west, Linwood-Glenwood avenues to 
the south and Highway 99 to the east.

Besides its Patterson location, Amazon already has large distribution centers the Northern San Joaquin Valley with 
facilities in Tracy and Stockton.
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https://www.modbee.com/news/local/turlock/article250810449.html

A million-square-foot warehouse and distribution center employing 1,000 workers is planned for 
the Turlock Regional Industrial Park. And while officials won’t comment and some cite 
nondisclosure agreements, there are strong indicators it will be an Amazon facility.
For instance, the project’s applicant — Seefried Development Management of Phoenix — is part of 
Atlanta-based Seefried Industrial Properties, which describes itself on its website as “a longtime 
Amazon development and project management partner.”

And the president of QR AMZ Propco, the real estate holding company that bought the 70-plus 
acres in the industrial park for the project, works for QuadReal, a Canadian real estate company 
that also has worked with Amazon. The QuadReal official did not respond to an email seeking 
comment Tuesday. A Seefried employee in Phoenix said the Turlock project is confidential, and the 
company would not comment. Amazon Western region spokesperson Xavier Van Chau said the 
company has made no announcement about and signed no lease for the proposed Turlock site off 
Fulkerth Road to the west of Highway 99.

“Amazon is a dynamic business and we are constantly exploring new locations and weighing a 
variety of factors when deciding where to develop future sites to best serve customers. We don’t 
have any specific operation plans to share at this time,” he said in an email statement.
Century 21 MM real estate agent Clarence Oliveira represented the owners who sold the land for 
the project. He said he could not confirm whether it will be an Amazon facility but said it will be a 
1-million-square-foot warehouse and distribution center employing 1,000 workers.
“I’m excited for Turlock,” Oliveira said. “It’s huge. A million square feet and a thousand jobs.”

The city of Turlock cannot comment on the future tenant of the facility, said Nathan Bray, interim 
director of development services. The city signed a nondisclosure agreement with Seefried that 
prevents releasing confidential information, Bray said in an email.

In the News

https://dustbowlbrewing.com/story/
https://cityofturlock.org/doingbusinessinturlock/regionalindustrialpark/
https://www.modbee.com/news/local/turlock/article250810449.html
https://www.seefriedproperties.com/media-pressreleases-detail.asp?article=67


Occupancy & 
Collections
During COVID-19

(1) Based on Costar National Index as of April 2021

NMHC National 
Average(2): 
94.1%

(2) Based on National Multifamily Housing Council Rent Payment 
Tracker for period 10/2020-3/2021

Higher Physical Occupancy than National Average

98%
Average Occupancy @ Trails

Higher Collections Rate than National Average

96%
Average Collections Rate @ Trails
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Occupancy since acquisition excluded due to turnovers from renovations 
and tenant relocation

97% 96% 97%
99%

96% 96%
94% 94%

75%

80%

85%

90%

95%

100%

Jun-20 Jul-20 Aug-20 Sep-20 Oct-20 Jan-21 Feb-21 Mar-21

Collections Rate @ Trails
(Since Acquisition)



94.2%
Occupancy Rate compared to 93.2% 
for the Nation as of March 2021

5.7%
Market Cap Rate as of March 2021
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Strong Market Fundamentals:
Economy is Well-Positioned

5.7%
Increase in Rents Despite Covid-19
YOY,  Q1 QTD 2021 as of March 2021

MODESTO CONTINUES TO POST STRONG 
NUMBERS, DEMONSTRATING ITS RESILIENCY

5.1%
Increase in Household Income
2019, YOY as of October 2020



AVERAGE SFH SALE 
PRICE PER REGION

SAMPLE $500,000 HOME IN MODESTO
High Buy vs. 
Rent Spread
POTENTIAL FOR RENTAL SUBSTITUTION 
IS CURRENTLY LOW

Decision to Purchase A Single-Family Home
is Not Compelling, Currently:

• Rent: Our pro forma rents for 1x1s and 2x2s are $1,650 
and $1,850, respectively

• Buy: Using current sales data, we assume that the average 
monthly mortgage payment (including property tax and 
insurance) is $2,286

• Spread: We estimate that one would need to earn, on average, 
an additional 22% income in order to purchase a home. 

• As home values rise, we expect this gap to widen.
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Year Modesto Asking 
Rent per Unit Modesto % Vacant Modesto Rent 

Growth %
2005 $751 6.4% 2.9% 
2006 $774 5.4% 3.2% 
2007 $798 5.7% 3.1% 
2008 $802 7.2% 0.4% 
2009 $762 8.8% -4.9%
2010 $766 7.3% 0.5% 
2011 $773 7.2% 1.0% 
2012 $790 6.3% 2.2% 
2013 $810 6.0% 2.4% 
2014 $843 5.0% 4.1% 
2015 $924 3.9% 9.6% 
2016 $1,014 3.3% 9.7% 
2017 $1,084 3.6% 6.9% 
2018 $1,137 3.3% 4.9% 
2019 $1,198 3.8% 5.4% 
2020 $1,276 2.4% 6.6% 

2008 GREAT FINANCIAL CRISIS STRESS TEST: 

Downside 
Stress Test 
Analyses

6.00% 6.75% 7.50% 8.25% 9.00% 9.75% 10.50%

Re
nt

 G
ro

wt
h 0% 14.9% 14.5% 14.1% 13.8% 13.4% 12.9% 12.5%

-1% 14.7% 14.3% 14.0% 13.6% 13.2% 12.8% 12.4%
-3% 14.5% 14.1% 13.8% 13.4% 13.0% 12.6% 12.2%
-4% 14.3% 14.0% 13.6% 13.2% 12.9% 12.5% 12.1%
-5% 14.1% 13.8% 13.4% 13.1% 12.7% 12.3% 11.9%
-7% 14.0% 13.6% 13.3% 12.9% 12.6% 12.2% 11.8%
-8% 13.8% 13.5% 13.1% 12.8% 12.4% 12.0% 11.7%

Disposition Cap Rate
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Modesto MSA

SENSITIVITY ANALYSIS

RENT GROWTH & VACANCY RATE SENSITIVITY ANALYSIS

The table highlights the impact of the Great Financial Crisis (“GFC”) of 
2007-08, which is often characterized as the worst economic downturn 
experienced in the US since the Great Depression of the 1930s, on the 
Modesto rental market. Since 2009, the largest annual decline in rental 
rates for Modesto was -1.0% compared to -3.9% for the greater 
Western Region. 

In our Downside Case, if a 2 Bedroom Rents fell by more than 4% and 
Vacancy increased to 9.8%, our investment would continue to generate 
a strong double-digit IRR of 10.6%. Comparatively the Great Financial 
Crisis dropped rents by 1.0% and Vacancy increased to 6.7%

5.00% 5.25% 5.50% 5.75% 6.00% 6.25% 6.50% 6.75% 7.00%
19.4% 18.6% 17.8% 17.1% 16.4% 15.6% 14.7% 13.9% 13.0%IRR

Physical Vacancy

Costar Data as of June 2021



Region
Under 
Constr Units

Under Constr 
% of Inventory

Inventory 
Units

12 Mo 
Delivered Units

12 Mo 
Absorption Units

National Index 583,459 3.37% 17,318,833 423,134 295,097

East Bay 7,815 4.43% 176,319 3,745 -98

San Jose 6,128 4.11% 149,155 3,826 -929

San Francisco 4,112 2.43% 169,599 2,210 -5,723

Sacramento 2,207 1.70% 129,894 1,530 1,877

Stockton 400 1.49% 26,800 484 685

Modesto 0 0.00% 15,290 100 161

Limited Supply of 
Mid-Level Luxury Units
Limited supply and future delivery projections support 
the expectation for continued high occupancies and 
rent increases
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• According to recent CoStar data, there are about 764 mid-level 
luxury units, comprising only 5% of the current total Modesto 
multifamily inventory (15,290).

• During the past 12 months, only 100 units were delivered (161 were 
absorbed). Aside from the new 100 units, there has not been any new 
construction of market-rate multifamily housing over the past 10 
years.

• During the past 12 months, absorption outpaced deliveries in 
Modesto (160 absorbed/100 united delivered), suggesting that 
demand outpaced supply. (Note that for the US as a whole, 295,097
units were absorbed while 423,134 were delivered.

• According to the Building Permits Survey (US Census) As of 
September 2020, year-to date, there were no multifamily building 
(3+ units) permits pulled in Modesto. For the same period, there 
were 31,549 pulled in California and 338,783 across the nation.

Source: Costar



Rent Comparison
2x2 Unit Type

G

E

K DF
H

J

A

C B
I

Property Name Address # Units Distance Unit 
Type

Market 
Rent SF Rent/SF YoC Notes

Allure at 2920* 2920 Healthcare 
Way 100 5.3 mi 2x2 $2,295 1194 $1.92 2020 Built in 2020

Allure at 2920* 2920 Healthcare 
Way 100 5.3 mi 2x2 $2,095 997 $2.10 2020 Built in 2020

The Marc at 1600 1600 Standiford 
Ave 100 3.5 mi 2x2 $1,945 915 $2.13 1989 Renovated in 

2020

Summerview 3601 Prescott Rd 136 4.1 mi 2x2 $1,945 925 $2.10 1988 Renovated in 
2020

Brooks Landing 3055 Floyd Ave 231 1.2 mi 2x2 $1,924 1055 $1.82 2005 New 
Construction

Trails at 2112 – Pro 
Forma Subject Property 97 - 2x2 $1,850 950 $1.95 1985 Renovated

Live Oak 1900 Oakdale Rd 328 0.5 mi 2x2 $1,799 838 $2.15 1988 Unrenovated

The Villas at 
Villaggio 2929 Floyd Ave 240 0.9 mi 2x2 $1,795 992 $1.81 2009 Built in 2009

Westdale Commons 4121 Dale Rd 216 5.2 mi 2x2 $1,789 838 $2.13 1984 Unrenovated

Valley Oak 2300 Oakdale Rd 208 0.3 mi 2x2 $1,749 838 $2.09 1986 Unrenovated

Monterey Village 2020 Cheyenne 
Way 120 4.1 mi 2x2 $1,705 900 $1.89 1985 Unrenovated

Chardonnay Ridge 1313 Celeste Dr 116 0.9 mi 2x2 $1,705 925 $1.84 1979 Unrenovated

The Marina 
Apartments 2700 Marina Dr 144 0.1 mi 2x2 $1,575 963 $1.64 1990 Unrenovated

Average 164 $1,859 948 $1.97 1994
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Rent Survey Analysis (Updated Since Acquisition)
2x2 Unit Type

Rent Data Collected

Property Name 9/16/20 9/22/20 10/1/20 10/11/20 10/20/20 1/6/20 1/27/21 2/12/21 3/31/21 SF Rent/SF YoC Notes

Allure at 2920* $2,095 $2,095 $2,095 $2,095 $2,295 $2,295 $2,295 NA $2,295 1124 $2.04 2020 Built in 2020

The Marc at 1600 $2,020 $1,700 $1,875 $1,700 $1,775 $1,900 $1,945 $2,020 $1,945 915 $2.13 1989 Renovated in 
2020

Summerview $1,945 $1,725 $1,725 $1,725 $1,775 $1,725 $1,945 NA $1,945 925 $2.10 1988 Renovated in 
2020

Brooks Landing $2,094 NA $1,774 NA $1,879 $1,900 $1,944 $2,094 $1,924 1055 $1.82 2005 New Construction
Trails at 2112 – Pro 
Forma $1,850 $1,850 $1,850 $1,850 $1,850 $1,850 $1,850 $1,850 $1,850 950 $1.95 1985 Renovated

Live Oak $1,739 NA NA NA $1,739 $1,729 NA NA $1,799 838 $2.15 1988 Unrenovated

The Villas at Villaggio $1,505 $1,725 $1,795 $1,725 $1,775 NA $1,795 NA $1,795 992 $1.81 2009 New Construction

Westdale Commons $1,919 $1,769 $1,769 NA $1,769 $1,899 $1,899 $1,919 $1,789 838 $2.13 1984 Unrenovated

Valley Oak $1,739 NA NA NA $1,739 $1,709 NA NA $1,749 838 $2.09 1986 Unrenovated

Monterey Village NA NA NA $1,705 $1,705 NA NA NA $1,705 900 $1.89 1985 New Units

Chardonnay Ridge $1,705 NA NA NA $1,705 NA NA NA $1,705 925 $1.84 1979 Unrenovated

The Marina Apts $1,575 NA NA NA $1,770 NA $1,505 $1,575 - 963 $1.64 1990 Unrenovated
Average $1,836 $1,808 $1,839 $1,798 $1,814 $1,868 $1,896 $1,892 $1,864 939 $1.97 1994

2X2 UNITS REPRESENT 70% OF OUR TOTAL UNIT MIX AND IS 
WHERE THE RENT POTENTIAL HAS AN OUTSIZED IMPACT.
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Rent Comparison
1x1 Unit Type
Property Name Address # Units Distance (mi) Unit 

Type
Market 

Rent SF Rent / 
SF YoC Notes

Brooks Landing 3055 Floyd Ave 231 1.2 mi 1x1 $1,846 786 $2.20 2005 New 
Construction

Allure at 2920* 2920 Healthcare Way 100 5.3 mi 1x1 $1,795 679 $2.64 2020 Built in 2020

The Marc at 1600 1600 Standiford Ave 100 3.5 mi 1x1 $1,775 682 $2.27 1989 Renovated in 
2020

Summerview 3601 Prescott Rd 136 4.1 mi 1x1 $1,725 700 $2.21 1988 Renovated in 
2020

Subject - Pro Forma 2112 Floyd Ave 97 - 1x1 $1,650 707 $2.34 1985 Newly 
Renovated

Westdale Commons 4121 Dale Rd 216 5.2 mi 1x1 $1,609 618 $2.43 1984 Unrenovated

The Villas at Villagio 2929 Floyd Ave 240 0.9 mi 1x1 $1,595 707 $2.26 2009 New 
Construction

Chardonnay Ridge 1313 Celeste Dr 116 0.9 mi 1x1 $1,589 600 $2.55 1979 Unrenovated

Valley Oak 2300 Oakdale Rd 208 0.3 mi 1x1 $1,519 618 $2.43 1986 Unrenovated

Live Oak 1900 Oakdale Rd 328 0.5 mi 1x1 $1,489 680 $2.20 1988 Unrenovated
Average 1772 2.4 mi $1,654 678 $2.42 1993
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Sales Comparison
Property Address City, State YoC Units NRA Sale Price $/Unit $/SF 2-Bd 

Type %
Sale 
Date

Sedona 2821 Lou Ann Dr Modesto, CA 1987 42 43,176 $7,950,000 $189,286 $184 100% 1/23/19

Trails at 2112 2112 Floyd Ave Modesto, CA 1985 97 84,946 $17,550,000 $180,928 $207 70% 11/1/20

Park Lakewood 1500 Lakewood Ave Modesto, CA 1985 116 97,180 $20,880,000 $180,000 $215 55% 12/16/20

The Edge 1401 Lakewood Ave Modesto, CA 1985 196 153,328 $33,300,000 $169,898 $217 80% Q1 2021

The Marc at 1600 1600 Standiford Ave Modesto, CA 1989 100 79,982 $16,500,000 $165,000 $206 50% 2/11/20

Summerview Apartments 3601 Prescott Rd Modesto, CA 1988 136 115,752 $22,191,250 $163,171 $192 50% 4/17/20

Cameron Villa 160 Mark Randy Pl Modesto, CA 1977 68 61,200 $10,250,000 $150,735 $167 100% 2/13/19

Chardonnay Ridge 1313 Celeste Dr Modesto, CA 1979 116 85,900 $16,500,000 $142,241 $192 44% 6/3/19

Comparable Set Average 110 90,931 $18,224,464 $165,762 196 68%

ADDITIONAL SALE COMP MARKET NOTES:

A

B

C

D

E

F

G

A) Three (3) relevant sales in 2020: The Commons Apartments, Park Lakewood, and Summerview Apartments all have meaningfully smaller mix 
of 2-bedroom units (50%-55% 2x2's) compared to Trails (70% - 2x2’s)

B) Two (2) relevant sales in 2019: Cameron Villa and Chardonnay Ridge are older properties with fewer amenities and less upside potential 
compared to Trails
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Risk Factors and
Other Considerations
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Risk Factors
AN INVESTMENT IN THE COMPANY IS SPECULATIVE AND ENTAILS A SIGNIFICANT DEGREE OF RISK, INCLUDING THE RISK OF TOTAL LOSS OF AN INVESTOR’S INVESTMENT, AND THEREFORE SHOULD BE UNDERTAKEN ONLY BY INVESTORS CAPABLE OF EVALUATING THE RISKS OF 
AN INVESTMENT IN THE COMPANY (AND IN TURN, THE COMPANY’S OWNERSHIP OF A LIMITED PARTNERSHIP INTEREST IN THE PARTNERSHIP) AND BEARING THE RISKS THAT IT REPRESENTS. THE INTERESTS IN THE COMPANY AND THE COMPANY’S INVESTMENT AS A LIMITED 
PARTNER OF THE PARTNERHSIP ARE EACH ARE EXPECTED TO BE ILLIQUID AND THE INTERESTS WILL BE SUBJECT TO SIGNIFICANT RESTRICTIONS ON TRANSFERABILITY AND PROSPECTIVE INVESTORS SHOULD BE AWARE THAT, AS MEMBERS, THEY MAY BE REQUIRED TO BEAR 
THE RISKS ASSOCIATED WITH AN INVESTMENT IN THE COMPANY FOR AN INDEFINITE PERIOD OF TIME. THE FOLLOWING LIST IS NOT A COMPLETE LIST OF ALL RISKS INVOLVED IN CONNECTION WITH AN INVESTMENT IN THE COMPANY. THERE CAN BE NO ASSURANCE THAT 
THE COMPANY WILL BE ABLE TO ACHIEVE ITS INVESTMENT OBJECTIVE OR THAT LIMITED PARTNERS WILL RECEIVE A RETURN ON, OR OF, THEIR INVESTMENT. A SIGNIFICANT NUMBER OF THE RISKS ASSOCIATED WITH AN INVESTMENT IN THE COMPANY (WHICH IN TURN WILL 
OWN A LIMITED PARTNERSHP INTEREST IN THE PARTNERSHIP) ARE NOT WITHIN THE COMPANY’S OR THE SPONSOR’S CONTROL. THESE RISKS INCLUDE, AMONG OTHERS, ECONOMIC TRENDS, PARTICULARLY IN THE REAL ESTATE AND CAPITAL MARKETS, FLUCTUATIONS IN THE 
INTEREST RATE ENVIRONMENT, CHANGES IN INCOME TAX LAWS, GOVERNMENT REGULATIONS, AND THE AVAILABILITY OF ATTRACTIVE INVESTMENT OPPORTUNITIES. PRIOR TO INVESTING IN THE COMPANY, PROSPECTIVE INVESTORS SHOULD PERFORM THEIR OWN ANALYSIS 
OF THE INVESTMENT OPPORTUNITIES, OBJECTIVES, PRINCIPAL TERMS, RISKS AND CONFLICTS PRESENTED HEREIN AND DISCUSS INVESTING IN THE COMPANY WITH THEIR OWN FINANCIAL, LEGAL, AND TAX ADVISERS. PROSPECTIVE INVESTORS SHOULD CAREFULLY CONSIDER 
THE FACTORS BELOW IN CONNECTION WITH AN INVESTMENT IN THE COMPANY.

Investment / Offering Risks

General best reasonable efforts offering. This offering is being conducted on a “best reasonable efforts” basis by the Sponsor. No guarantee can be given that all or any of the securities will be sold, or that sufficient proceeds will be available to acquire the entire interest in the 
Partnership offered to the Company by the Partnership. Receipt of a relatively small amount of capital commitments may reduce the ability of the Company to fully indirectly invest in the Property.
No guaranteed return of investor’s capital contributions. The investments hereby offered are speculative and involve a high degree of risk. There can be no guarantee that an investor will realize a substantial return on the investment, or any return at all, or that the investor 
will not lose the entire amount of its investment in the Company. For this reason, each prospective investor should read this Memorandum, the Limited Liability Company Agreement for the Company, and the Amended and Restated Limited Partnership Agreement to be 
effective upon the purchase of the limited partnership interest in the Partnership by the Company, and the Subscription Agreement carefully , and consult with its own attorneys, accountants, business advisers, and/or any other adviser it deems appropriate prior to making 
any investment decision.

No guarantee of profitability. There can be no assurance that cash flows will be sufficient to create net profits for the Company even if the Sponsor believes in each investment’s economic viability. Poor performance by the Property could significantly affect the total returns to 
investors. There is no assurance that the value of the Property will increase over time or that such investment will not experience a complete loss in value, which may result in a complete loss to investors.
No guarantee that the offering price of Interests is an accurate reflection of their value. The offering price of Interests has been determined by the Company taking into account its offering expenses, prospects, the number of securities to be offered and the general condition 
of the securities market, all as assessed by its management. Such prices are not directly correlated to the Company’s assets, earnings, net tangible book value or any other traditional criteria of value.

Restrictions on transfer, resale, and liquidation of Interests. The Interests are “restricted securities” and subject to significant restrictions on transfer, resale, and liquidation under federal and state securities laws and under each of the Limited Liability Company Agreement for 
the Company and the Amended and Restated Limited Partnership Agreement. Moreover, it is not anticipated that any public market for the Interests will develop. Consequently, the Interests are extremely illiquid and a member of the Company may not be able to liquidate its 
investment in the event of emergency or for any other reason, and Interests may not be readily accepted as collateral for a loan. The purchase of Interest, therefore, should be considered only as a long-term investment. Investors must be able to bear the risks of holding their 
Interests for an indefinite period of time.

Non-U.S. investors may have certain additional obligations under law. Non-U.S. investors may have certain additional notice, filing, reporting, accounting, withholding, or tax obligations required by federal, state, local, or foreign law. Such investors are solely liable for 
compliance with applicable laws.

Members of the Company, will directly and indirectly will bear their allocable share of Company (and Partnership) fees, expenses, and distributions payable to the Sponsor and its Affiliates. Investors will bear their allocable share of fees, expenses, and distributions in 
connection with the investment and operating expenses of the Company and the Partnership as described in the Limited Liability Company Agreement for the Company and the Amended and Restated Limited Partnership Agreement for the Partnership, including but not 
limited to, any expenses, broker fees, construction management fees, asset management fees, property management fees, carried interest distributions to be paid to the General Partner and/or its Affiliates.   Accordingly, gross returns, if any, will be reduced by the foregoing 
fees, expenses, and distributions and may be significantly less than if any investor had invested directly in the Property.

Members in default may experience material and adverse consequences. A defaulting Member under the Limited Liability Company Agreement may experience material and adverse consequences. In such event, the Sponsor may exercise certain remedies available to it 
under the Limited Liability Company Agreement, including taking away the defaulting Member’s right to receive distributions and profit allocations and to vote, and to the maximum extent permitted by applicable law, the forced sale of the Member’s interests to other non-
defaulting Members.

Members may be subject to withholdings or other taxes. Members may be subject to withholdings or other taxes as a result of their participation in the Company and, indirectly, in the Partnership. To the extent the Partnership withholds or pays any such taxes on behalf of its 
Limited Partner, the Members in turn shall be deemed to have received a proportionate payment from the Partnership as of the time such withholding or tax is paid, which payment shall be deemed to be a distribution with respect to the Interest owned by such Member. Any 
excess amounts beyond a distribution to which each Member is entitled shall be deemed a loan bearing interest at the maximum rate permitted by applicable law.

Dilution of Interests from subsequent closings. The General Partner may allow the Partnership to admit additional Limited Partners to subscribe for Interests in the Partnership at subsequent closings in accordance with the Amended and Restated Limited Partnership 
Agreement. In such event, the new additional Limited Partners are expected to participate in the Partnership and consequently dilute the Interest of the Company as an existing Limited Partner of the Partnership.
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This offering has not been registered with any federal, state, local or foreign securities authorities. The offer and sale of the Interests will not be registered under the Securities Act or the laws of any applicable state pursuant to an exemption from the registration 
requirements of the Securities Act and the securities laws of certain states. Each Member must furnish certain financial information to the Sponsor and represent, among other customary private placement representations, that it is acquiring its Interests for investment 
purposes and not with a view towards resale or distribution. The acquisition of Interests by each Member also must be lawful under applicable federal and state securities laws or the laws of the applicable foreign jurisdiction if the Member is a non-U.S. person.

The Interests have not been, and will not be, registered under the Securities Act. Accordingly, the United States securities laws impose certain restrictions upon the ability of a Member to transfer such Interests. Interests may not be offered, sold, transferred or delivered, 
directly or indirectly, unless (i) such Interests are registered under the Securities Act and any applicable state securities laws, or (ii) an exemption from registration under the Securities Act and/or any applicable state securities laws is available. Moreover, there will be no 
liquid, public market for the Interests, and none is expected to develop.

Further, Interests may not be offered, sold, transferred, assigned or delivered, directly or indirectly, to any person deemed unacceptable by the Sponsor, in its sole discretion. If an Interest is transferred in violation of this provision, the Sponsor may, at its sole discretion, 
subject the Interest to repurchase by the Company or treat the Member as a defaulting Member under the terms of the Limited Liability Company Agreement. Unacceptable persons include, but are not limited to, any person who is known to be a: person or entity who is a 
“designated national,” “specially designated national,” “specially designated terrorist,” “specially designated global terrorist,” “foreign terrorist organization” or “blocked person” within the definitions set forth in the Foreign Assets Control Regulations of the United States 
Treasury Department, 31 C.F.R., Subtitle B, Chapter V, as amended; person acting on behalf of, or an entity owned or controlled by, any government against whom the United States maintains economic sanctions or embargoes under the Regulations of the United States 
Treasury Department, 31 C.F.R., Subtitle B, Chapter V, as amended-- including, but not limited to the “Government of Sudan,” the “Government of Iran,” the “Government of Cuba,” the “Government of Syria” and the “Government of Burma”; or person or entity subject to 
additional restrictions imposed by the following statutes or Regulations and Executive Orders issued thereunder: the Trading with the Enemy Act, the Iraq Sanctions Act. Pub. L. 101-5 13, Title V, §§ 586 to 586J, 104 Stat. 2047, the National Emergencies Act, 50 U.S.C. §§ 1601 
et seq., the Antiterrorism and Effective Death Penalty Act of 1996, Pub. L. 104 132, 110 Stat. 1214 1319, the International Emergency Economic Powers Act, 50 U.S.C. §§ 1701 et seq., the United Nations Participation Act. 22 U.S.C. § 287c, the International Security and 
Development Cooperation Act, 22 U.S.C. § 2349aa-9, the Nuclear Proliferation Prevention Act of 1994, Pub. L. 103 236, 108 Stat. 507, the Foreign Narcotics Kingpin Designation Act, 21 U.S.C. §§* 1901 et seq., the Iran and Libya Sanctions Act of 1996, Pub. L. 104 172, 110 Stat. 
1541, the Cuban Democracy Act. 22 U.S.C. §§ 6001 et seq., the Cuban Liberty and Democratic Solidarity Act. 22 U.S.C. §§ 6021-91, and the Foreign Operations, Export Financing and Related Programs Appropriations Act, 1997, Pub. L. 104 208, 110 Stat. 3009 172, or any other 
law of similar import as to any non-U.S. country, as each such Act or law has been or may be amended, adjusted, modified, or reviewed from time to time.

Any projected results included in this Memorandum are forward-looking statements that involve significant risks and uncertainty. All materials or documents supplied by the Company or the Partnership should be considered speculative and are qualified in their entirety by 
the assumptions, information and risks disclosed in this Memorandum. The assumptions and facts upon which such projections are based are subject to variations that may arise as future events actually occur, many of which are outside the Company’s , the Partnership’s and 
Sponsor’s control. Any projections included in this Memorandum, including target XIRR, ROI, Investor Multiple, and valuations, are based on assumptions made regarding future events. There is no assurance that actual events will correspond with these assumptions. Actual 
results for any period may or may not equal currently estimated, approximate projections and may differ significantly. Therefore, prospective investors should consult with their tax and business advisers about the validity and reasonableness of the factual, accounting and tax 
assumptions contained in this Memorandum. Neither the Company , the Partnership nor any other person has been authorized to make any representation or warranty as to the future profitability of the Company , the Partnership or an investment in any interests in either of 
them.

There may be clerical errors in this Memorandum. Any clerical mistakes or errors in this Memorandum should be considered ministerial in nature.

Operational Risks

The Company has no operating history and the Partnership’s operating history is limited. The Partnership’s operations are subject to all business risks associated with new enterprises and the Company’s results are dependent on the results achieved by the Partnership. There 
can be no assurance that the operations of the Company or the Partnership will be profitable, that the Company or the Partnership will generate any positive returns, or that any investment in either of them will be recouped.

The Partnership has significant leverage. Although the purpose of leverage is to provide flexibility and additional liquidity options to the Partnership, reduce the amount of capital contributions required by investors in the Property and potentially increase the overall investor 
return, use of leverage is inherently risky and can instead increase the risk of loss. The effect of the use of leverage in a market that moves adversely to its investment could result in a substantial loss to the Partnership that would be greater than the loss if the Partnership 
were not leveraged. In addition, failure to satisfy the terms of debt incurred by the Partnership can have negative consequences, including forced liquidation of the Property in order to satisfy the borrower’s obligations. Any capital invested by the Company in the Partnership 
may be made available to satisfy all liabilities and other obligations of the Partnership.

The Partnership may experience undercapitalization if Limited Partners fail to make their capital contributions. From time to time during the Partnership term, the Partnership may make capital calls to its Limited Partners (including the Company) for capital contributions 
based on each Limited Partners’ respective capital contributions. In the event one or more Limited Partners fails to make their share of a capital contribution when called by the General Partner, the Partnership may experience undercapitalization. 

The Members generally have no rights to manage the operations of the Company (and indirectly the Partnership) and must rely on the General Partner. Other than the right to vote in very limited scenarios described in the Amended and Restated Limited Partnership 
Agreement, (and the Limited Liability Company Agreement), each Investor has no right or power to exercise day-to-day control over the affairs of the Partnership or the Company, make decisions  
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with respect to management, disposition or of the Property or the Company’s interest in the Partnership, or make other decisions regarding the business of the Partnership or the Company. Consequently, the success of the Company will depend, in large part, on the skill and 
expertise of the General Partner.

The Partnership’s performance is dependent on key personnel of the Sponsor and the loss of one or more of those key personnel may materially and adversely affect the Partnership’s performance. The Partnership’s success depends to a significant degree upon the 
contributions of the Principals of the General Partner and Sponsor, The General Partner cannot guarantee that all or any of these individuals will remain affiliated with the Partnership or the Sponsor or that the Sponsor will be successful in attracting replacements for any such 
persons if necessary. If any of the key personnel were to cease their affiliation with the Sponsor, the Partnership’s operating results could suffer. Further, the General Partner will not maintain key

person life insurance that would provide the Partnership with proceeds in the event of death or disability of any key personnel. If the Sponsor loses or is unable to obtain the services of key personnel, the Partnership’s ability to implement its investment strategies could be 
delayed or hindered, which could adversely affect the ability to make distributions and/or return capital contributions.

The Sponsor expects the Partnership to partner with certain third-party partners (e.g., local property management companies). Such relationships may involve risks not present in investments where a third party is not involved, including the possibility that a third party partner 
may at any time have economic or business interests or goals which are inconsistent with those of the Partnership, or may be in a position to take action contrary to the Partnership’s investment objectives and strategy. In addition, the Partnership may in certain circumstances 
be liable for actions of its third-party partners.

Prospective investors should not rely on the past performance or success of the Sponsor or its Affiliates. Any prior transactions sponsored by the Principals of the Sponsor or their Affiliates should not be relied upon by prospective investors to anticipate the success of this 
offering or the Company or the Partnership. Not only are such generalizations difficult to make in the case of similar programs, but in the case of the prior transactions discussed in this Memorandum, the described transactions do not, in most cases, have consistent structures 
or investment objectives or strategies to the transactions described in this Memorandum. Prospective investors should not, therefore, rely on such prior transaction discussions to anticipate the success of this offering.

Real Estate Risks

Many factors beyond the General Partner’s control will affect the value of the Property. The economic success of an investment in the Company will depend entirely upon the results of operations of the Partnership and its Property, which will be subject to those risks typically 
associated with investments in real estate that produce income based on tenant occupancy and rental revenues. Fluctuations in vacancy rates, rent schedules and operating expenses can adversely affect operating results or render the sale or refinancing of the Property difficult 
or unattractive. No assurance can be given that certain assumptions as to the future levels of occupancy of the Property, future rental appreciation, future cost of capital improvements or future cost of operating the Property will be accurate since such matters will depend on 
events and factors beyond the control of the Partnership. Such factors include continued validity and enforceability of the leases, vacancy rates for properties similar to the Properties, financial resources of tenants, rent levels near the properties, adverse changes in local 
population trends, market conditions, neighborhood values, local economic and social conditions, supply and demand for similar properties, competition from similar properties, interest rates and real estate tax rates, governmental rules, regulations, fiscal policies, the 
enactment of unfavorable real estate, rent control, environmental, zoning or hazardous material laws, uninsured losses, effects of inflation and other risks.

Real estate is a long-term illiquid investment that may be difficult to sell in response to changing economic conditions. Real estate is generally a long-term investment that cannot be quickly converted to cash. Therefore, the ability to liquidate the Property promptly in response 
to economic or other conditions will be limited, which will affect the Partnership’s ability to realize a return on its investment. Real estate investments are also subject to adverse changes in general economic conditions or local conditions that may reduce the demand for 
multifamily properties.

The Property will be subject to additional risks that may adversely impact the operating results and the success of the Partnership and the Company. The Company, directly or indirectly, will generate income from residential leases on the Property. The residential leases will 
generally be for terms of no more than one or two years. In any event, there are vacancy and re-letting risks associated with income producing residential and retail properties. In addition, any economic downturn, including increased unemployment rates, may cause the 
residential industry to experience a significant decline in business due to a reduction in renters. Low residential mortgage interest rates could accompany and encourage potential renters to purchase residences rather than lease them. These and other factors could have a 
material adverse effect on the performance of the Properties and the Company’s investment. If current tenants for the properties do not renew or extend their leases or if current tenants terminate their leases, the operating results of the Property could be substantially and 
adversely affected by the loss of revenue and possible increase in operating expenses not reimbursed by the tenants. There can be no assurance that any unoccupied space in the Property will be leased, levels of occupancy will be maintained or the Property will be substantially 
occupied. In addition, lease-up of unoccupied space may be achievable only at decreased rental rates or with the provision of substantial rental concessions, both of which would adversely affect operating cash flow of the Partnership. To the extent that tenants of the properties 
do not renew their leases, or renew at lower than current market rates, the financial viability of the Property may be adversely affected. In addition, tenants and lease guarantors, if any, may be unable to make their lease payments. Defaults by a significant number of tenants 
could, depending on the number of leases affected and the ability to successfully find substitute tenants, have a material adverse effect on the financial performance of the Property, thus reducing cash flow to the Company from the Partnership.

Adverse economic conditions may adversely affect financing availability. Recently, domestic and international financial markets, including real estate debt markets, have experienced unusual volatility and uncertainty as a result of factors including the tightening of underwriting 
standards by lenders and credit rating agencies. Credit spreads for major sources of capital have widened significantly as investors have demanded a higher risk premium. This is resulting in lenders increasing the cost for debt financing and equity requirements. Should the 
overall cost of borrowings increase, either by increases in the index rates or by increases in lender spreads, the Property may generate lower economic returns. In addition, the state of the debt markets could have an impact on the overall amount of capital investing in real 
estate, which may result in price or value decreases of real estate assets. Consequently, there is greater uncertainty regarding the Partnership’s ability to access credit markets in order to attract financing on reasonable terms.

The Property will be subject to foreclosure following a default under a mortgage loan. Each, if any, mortgage loan secured by any Property will contain various default provisions, including payment defaults, operating restrictions, reporting defaults, transfer restrictions and 
capital improvement obligations. Upon an uncured default under a loan, the lender may declare the entire amount of the loan, including principal, interest, prepayment premiums and other charges, to be immediately due and payable. If a senior mortgage lender 
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declares a loan to be immediately due and payable, the borrower will have the obligation to immediately repay the loan in full. If repayment does not occur, the lender may invoke its remedies under the loan documents, including proceeding with a foreclosure sale that is 
likely to result in the loss of the investment relating to the relevant Property, which would have a material, negative affect on the Company’s investment in the Partnership.

Real estate projects may suffer losses that are not covered by insurance. Material losses to real estate properties may occur in excess of insurance proceeds with respect to he Property as insurance proceeds may not provide sufficient resources to fund the losses. However, 
there are types of losses, generally of a catastrophic nature, such as losses due to wars, earthquakes, floods, hurricanes, pollution, environmental matters, mold or terrorism, which are either uninsurable, not economically insurable or insurable subject to limitations, such as 
large deductibles or co-payments. If an uninsured loss or a loss in excess of insured limits occurs on the Property, the Partnership could lose its anticipated future revenues from the Property.

Competitive Properties could adversely impact the operating results of the Property. Real estate that is competitive with the Property may increase vacancy rates, reduce rental rates and reduce demand for the leasable space within the Property. It is possible that tenants 
from the Property will move to existing or new projects in the surrounding area, which could adversely affect the financial performance of the Property. Competition from nearby properties could make it more difficult to attract new tenants. In addition, the availability of 
possible sites for future construction may also affect vacancy and rental rates if competing properties are, in the future, developed within competitive spaces. Other properties and real estate investments may be more attractive than the Property.

Environmental liabilities could significantly decrease the value Property. Federal, state and local laws impose liability on a landowner for releases or the otherwise improper presence on the premises of hazardous substances. This
liability is without regard to fault for, or knowledge of, the presence of such substances. A landowner may be held liable for hazardous materials brought onto a Property before it acquired title and for hazardous materials that are not discovered until after it sells he 
Property. If any hazardous materials are found within the Property in violation of law at any time, the Partnership may be liable for all cleanup costs, fines, penalties and other costs. If losses arise from hazardous substance contamination that cannot be recovered from a 
responsible party, the financial viability of a Property may be substantially affected. In extreme cases, the Property could be rendered worthless, or worse, the Partnership could be obligated to pay cleanup costs in excess of the value of the Property. Hazardous substance 
contamination could adversely affect the Property and, in tum, the Partnership’s (and Company’s) investment therein. It is also possible that the existence of any environmental issues affecting the Property may make it more difficult, and perhaps impossible, to obtain 
financing or refinancing for the  Property. In light of the material risks and potential liability associated with the discovery of an environmental hazard at the Property, investors should be certain that they understand, and can accept, the risks associated with any unknown 
hazardous substances affecting the Property.

The Property could become subject to an eminent domain, condemnation, or other legal or regulatory action. Such an action could have a material adverse effect on the marketability of the Property and any returns therefrom.
Future changes in land use and environmental laws and regulations, whether federal, state or local, may impose new restrictions on the development, construction or sale of the Property. The Partnership’s ability to sell or operate the Property as intended may be adversely 
affected by such regulations, which could affect returns therefrom.

Any person who supplies services or materials to the Property may have a lien against the Property securing any amounts owed to such person under state law. Therefore, even if a contractor is paid its contract fees, if that contractor fails to pay its subcontractors or the 
materials supplier, then the subcontractor and materials supplier who were not paid will have mechanic’s lien rights against the Property. If a mechanic’s lien does appear against the Property, its release must be obtained or the person holding such lien will have the right to 
foreclose on the Property. A lien at sale of the Property could negatively affect returns therefrom.

The Partnership will be subject to those general risks relating to ownership, development and construction of real estate. Certain expenditures associated with the Property will be fixed (principally mortgage payments, if any, real estate taxes and maintenance costs) and will 
not necessarily decrease due to events adversely affecting the Partnership’s income from the Property. No assurance can be given that certain assumptions as to the future profits from the Property will be accurate since such matters will depend on events and factors 
beyond the Partnership’s control. These factors include, among others:

• adverse changes in local and national economic conditions;
• changes in the financial condition of renters, buyers and sellers of similar properties;
• changes in the availability of debt financing and refinancing;
• changes in the relative popularity of the Properties and in real estate as an investment class;
• changes in interest rates, real estate taxes, and operating and other expenses;
• changes in market capitalization rates;
• changes in and to the application and interpretation of environmental laws and regulations, zoning laws and regulations, other governmental laws, regulations and changes in fiscal policies;
• changes in utility rates;
• changes in market rates;
• development and improvement of competitive properties;
• ongoing development, capital improvement, and repair requirements;
• risks and operating problems arising out of the presence of certain construction materials;
• environmental claims arising in respect of real estate acquired with undisclosed or unknown environmental problems or as to which adequate reserves had not been established;
• physical destruction and depreciation of equipment and property;
• damage to and destruction of a real estate property, including uninsurable losses (such as damage from wind storms, earthquakes, hurricanes or acts of terrorism);
• acts of God;
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• changes in availability and cost of insurance;
• unexpected permitting/development/construction costs or delays;
• increases in the costs of labor and materials;
• material shortages; and
• labor strikes.

Valuations and appraisals of the Property are subjective. The Partnership may from time to time obtain a valuation or appraisal of the Property when determined to be appropriate, in its discretion; provided, however, that the Partnership is under no obligation to do so. Any 
determination of the value of the Property may involve subjective analysis which provides no more than a speculative estimate of value. Valuations and appraisals may result in adjustments of the carrying value of the Partnership’s investment. Accordingly, there can be no 
assurance that the Partnership’s net asset value, as calculated based upon such valuation, appraisals and/or opinions, will be accurate on any particular date, nor can there be any assurance that the sale of the Property would be at a price equivalent to the last estimated or 
appraised value of such property or asset.

No assurance that the Property will be refinanced or sold within the timeframes set forth in the financial projections, if at all. Any successful refinancing or sale of the Property will require a high percentage of occupancy, completion of construction, or material appreciation in 
the Property, or all of them, which may not be within the Partnership’s control. The ability to sell the Property will be subject to numerous risks, including the availability of competing properties, the level of interest from the pool of potential buyers of multifamily properties, 
fluctuations in local property values, and the availability of acquisition financing. The ability to refinance its Property at the maturity of its mortgage financing will also be subject to numerous risks, including fluctuations in interest rates, adverse changes to other mortgage loan 
terms, the condition of the global, national and local credit markets, and the availability and willingness of banks and other credit sources to provide such financing. A failure to refinance or sell the Property on acceptable terms will have a material adverse effect on the return 
on the Limited Partners’ (including the Company’s) investment in the Partnership.

Economic and Political Risks

General economic conditions may affect the Partnership’s activities. Economic and business conditions may deteriorate which, among other things, will affect the Property, including the demand for the level of rental rates and occupancy that can be achieved at multifamily 
real estate locations; the availability and terms of financing may become scarce; the ability to operate and maintain any real estate in a profitable manner (including meeting capital expenditure requirements) may deteriorate; United States and local economic conditions may 
deteriorate; and the ability of the real estate to compete effectively in areas such as access, location, quality, and rental rates may deteriorate. This may have a material adverse effect on the Partnership’s ability to achieve its investment objectives.

The Partnership will be exposed to the direct and indirect consequences of political, economic, social, diplomatic and other factors. Governmental approvals, actions, and initiatives, including the need for compliance with environmental and safety
requirements may become more difficult to obtain, and changes in laws and regulations or the interpretation thereof may negatively affect the Property investments. The United States, State of California, and local jurisdictions in which the Properties are or will be located may 
face economic, social and/or political instability resulting from, among other things (many of which may be unforeseeable), (a) changes in governmental policies, (b) popular unrest, or (c) adverse inter-jurisdictional governmental relations. This may have a material adverse 
effect on the Partnership’s ability to achieve its investment objectives.

Other Risks

There are other risks associated with an investment in the Company, including conflicts of interest, certain legal and regulatory matters, U.S. Federal income tax considerations, and ERISA considerations. For additional information on these factors, please see sections “Conflicts 
of Interest”, “Certain Legal and Regulatory Matters”, “Certain U.S. Federal Income Tax Considerations”, and “Certain ERISA Considerations 



Appendix: Glossary of Key 
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Amortization. This term typically applies to debt. A fully “amortizing” debt in one whose entire debt principal is paid by the end of the debt term. While debt service payments are equal, which are typically paid monthly or quarterly, the portion of a debt
payment which is attributable to principal versus income differs across time. Initial debt service payments are distributed more heavily towards interest rather than principal; final debt service payments are distributed more heavily towards principal rather
than interest.

Asset Management Fee. This fee, which is typically calculated as a percentage of effective gross income, is established at 5.0% less Property Management Fee in this offering. Asset management is paid to the Sponsor for managing the investment asset.

Cap Rate. The “Cap Rate” or “Capitalization Rate” is expressed as a percentage and is mathematically equivalent to Net Operating Income (NOI) divided by the Acquisition, Market, or Purchase Price. The cap rate provides a rough estimate of one’s
potential return on an investment asset or property. Primarily used in the real estate investment sector, the cap rate’s analog in the broader investment sector is the discount rate. On a relative basis and holding the NOI constant, lower cap rates are
related to more expensive properties and higher cap rates are related to cheaper properties. Please note that NOI used in calculating the cap rate should be expressed on an annual basis. In other words, if one is provided with quarterly NOI, then it is
multiplied by 4 to achieve the annualized number. If one is provided with monthly NOI, then it is multiplied by 12 to achieve the annualized number.

Capital Expenditures. In the commercial real estate (CRE) sector, “Capital Expenditures” or “CapEx” are expenses related to upgrading, replacing, and/or developing property. CapEx includes a gamut of expenses ranging from roof repair to swimming
pool installation. Unlike operating expenditures, CapEx items are typically long-term improvements that meaningfully improve the quality and existing life of the property and qualify under accounting rules to be capitalized across the useful life of the asset.

Carried Interest. Carried interest is the share of profits earned by the Sponsor. In this particular offering, there is a three-tier hurdle rate. First, the Sponsor is entitled to 20% of any profits after investors receive an 8%, but below a 15%, return. Second,
after investors receive a 15% return, the Sponsor is entitled to 35% of profits. Lastly, after investors receive a 20% return, the Sponsor is entitled to 50% of profits.

Common Area. These are areas used by, and functions available to, all residents such as lobbies, pools, landscaping, and garbage collection.

Comparables. Whether used in the context of sales or rent, “comparables” or “comps” are other assets with similar characteristics. Sales “comps” are properties which are sold or are in the process of being sold approximately during the same time
period, have similar physical characteristics, and are located in or near the same submarket/market as the asset in question. The sales “comps” approach may be used to determine the “market value” of the targeted property. Similarly, in the multifamily
context, rent “comps” are units, similar in both physical attributes and submarket/market location, which help establish the “market rent” for a unit in question.

Debt Service Coverage Ratio. The “Debt Service Coverage Ratio” or “DSCR” underlies some of the primary covenants typically set forth in a loan agreement document. Conceptually, it analyses the ratio between the income generated from the asset and
the debt service to ascertain whether there is enough cash flow to pay the requisite debt service payment. Typically, the DSCR set by the loan agreement is above 1x and, when triggered, alerts the lender and borrower about potential vulnerabilities to
current and future cash flows, i.e. potential default. Depending on the DSCR level, certain lenders may require the borrower to implement cash protection measures such as a lockbox account upon breaching the established DSCR; others, however, may
view the breach as a default event.

Effective Gross Income. “Effective Gross Income” is gross rental income from full (100%) occupancy plus supplemental income less vacancy and uncollected rent.

Equity. At acquisition, equity is equivalent to the purchase price of the asset less debt. It is what investors initially contributed. At disposition, equity is equivalent to the disposition price of the asset less debt.

General Partner. “General Partner” or “GP” in a partnership manages the business, which in this case, is the investment asset. Regarding this particular opportunity, the GP is the Sponsor, or specifically, VC 2112 Trails LLC.

Gross Potential Rent. It represents the total income generated by a property assuming full occupancy (100%) and assuming all units are rented at market rent.

Investment. This is the investment vehicle that the Sponsor is offering. For this particular CIM, what is being offered are Membership Interests in RM 2112 Trails LLC.

Investment Multiple. Mathematically, this is the ratio between “Net Return” and “Equity Investment”. A multiple of 1.0x signifies the return of the original investment. A multiple above 1.0x signifies return of the original investment plus profit.

Internal Rate of Return. Mathematically, the “Internal Rate of Return” or “XIRR” or “IRR” is the required discount rate that sets the initial investment, which is expressed as a negative number, and the sum of a stream of future cash flows to zero. XIRR is
commonly used to measure investment performance, assuming that intermediary cash flows are reinvested at the XIRR rate.

Leverage. A leveraged asset is one in which debt is used as part of the capitalization strategy. Typically, because debt is typically less expensive than equity, a leveraged asset often provides higher returns to equity than an asset that is financed with
100% equity.

Limited Partner. The “Limited Partner” or “LP” in a partnership are the investors who do not manage the business and whose passive participation to the partnership is limited to capital commitment/contribution. With regard to this particular opportunity,
the LPs are the investors who have purchased Membership Interest(s) in the Investment.

Loss to Lease Rent. This represents the difference between market rents and actual rents (a.k.a. marked-to-market) and is often used to also capture the loss in rent due to downtime between leases during which apartments are marketed and cleaned up
for new renters.

Market Rent. Typically, this is determined using rent comparables, or properties with similar physical characteristics, properties located within or near the submarket/market within which the property is located, and properties currently offering units for
rent.

Net Collected Rent. This is the actual rent collected or “Gross Potential Rents” less “Loss to Lease”, less vacancy, and less uncollectable rent.
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Net Operating Income. “Net Operating Income” or “NOI” is the net income from a property before taking into consideration of entity level revenue and expenses, such as overhead, fund administration, fund insurance, one-time capital expenditures, replacement 
reserves, and debt service.  Rent and other income, property management (including marketing), utilities, property O&M (operations and maintenance), property taxes, and routine replacements are included when calculating NOI. 

Other Income. This is income, other than the rent, that the investment is generating. 

Preferred Equity. While there is a broad range of instruments which fall under this category, preferred equity refers to investor equity which sits on top of the equity capital structure but below the debt capital structure.  In case of default, lenders would be paid 
first, then holders of preferred equity, and then holders of common equity. 

Prepayment Penalty. Sometimes, commercial real estate (CRE) debt is structured so that borrowers must be pay a penalty fee if they pay off the debt principal ahead of the maturity date.  Not all CRE debt is structured with a prepayment penalty, however. 

Pro Forma.   A pro forma is a forward-looking analysis/model of expected cash flows generated from an investment asset.  As a projection, a pro forma relies heavily on assumptions which may or may not come to fruition. 

Recourse/Non-recourse Debt.  “Secured” or “Securitized” debt can be either “recourse” or “non-recourse”.  In case of default of recourse debt, the lender has the ability to seek additional compensation from the borrower beyond the property/properties held 
as collateral if the collateral is insufficient to cover the debt.  With non-recourse debt, however, the lender cannot seek additional compensation from the borrower even if the collateral is insufficient to cover the debt.  With regard to this particular offering, 
Fannie Mae agency debt will be non-recourse.

Replacement Reserves.  These are amounts from a property’s cash flow which are set-aside to pay for future minor repairs, such as non-routine appliance and flooring replacement, and major capital expenditures, such as roofs, foundation, and exterior 
cladding.  They are typically not included in the calculation of “Net Operating Income” or “NOI”. 

Vacancy.  Vacancy is typically expressed as the percentage of the total number of vacant units divided by the total number of rentable units. 

Secured/Unsecured Debt.  “Secured” or “Securitized” debt is collateralized by property.  In case of a default, the lender can seize the property to cover all or part of the defaulted amount.  Because a specified property/properties is held as collateral, 
securitized debt is typically cheaper than “unsecured” or “unsecuritized” debt, which is backed by the creditworthiness of the borrower.  Because the latter is more difficult for the lender to collect in the case of default, unsecured debt is viewed as riskier, and 
hence, is often issued with higher rates.   

Senior Loan.  Part of the capital structure, senior loans typically sit at or near the top of the debt stack.  In case of default, senior loans are paid before junior loans, preferred equity, and common equity.   

Sponsor.  The “Sponsor” is also the “General Partner” or “GP” who manages the Investment.  With regards to this particular opportunity, the Sponsor is VC 2112 Trails LLC.  

Stabilization.  A particular asset, or in case, property, is regarded as “stabilized” when occupancy is viewed as “fully leased” when comparable to market occupancy.  In addition, the following are additional characteristics of a stabilized property: (1) rent per unit 
is at or near market rents; (2) near-term rent rolls are minimal and future rent rolls are staggered so timing is diversified; and (3) near-term capital expenditures are minimal. 

Total Capitalization.  Total capitalization is the entire financial structure of an asset, including all equity and debt sources of capital.  At the purchase date of the asset, total capitalization should equal purchase price. 

Working Capital.  Technically, working capital is mathematically equivalent to current assets (i.e. cash, accounts receivable) less current liabilities (i.e. accounts payable).  Conceptually, it is the near-term capital (typically, primarily cash) available to cover near-
term liabilities or needs (like salaries, invoice for services, etc.). 



Thank you from the Valiance Team.

Berkeley Office
2710 College Avenue
Berkeley, CA 94705

www.valiancecap.com
info@valiancecap.com
(510) 446-8525
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