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This information is confidential in nature, and should not be reproduced in whole or in part without the express written 
permission of Source Capital or WhiteHaven Capital. Projected returns are subject to change due to loan terms, new 
discovery, occupancy, additional capital investment, owner decisions, and various factors involved in property 
management, and therefore Source Capital and WhiteHaven Capital and its affiliates do not guarantee these returns.
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Phoenix has Strong Fundamentals

Population

Jobs

Rents

Occupancy

Near Grand Canyon University, an 
area seeing rapid growth due to a 
$1 billion infusion from the school.

SILVER TREE

EXECUTIVE SUMMARY

Located in Phoenix, the 5th largest 
city in the U.S.

Strategy

Purchase the asset for $8,150,000.

Completely renovate the property at a cost of 
approximately $1.4M over a two year period, increasing 
rents by $300 + per unit.

Cash-Out Refinance into a fixed rate GSE loan once 
stabilized in Y3 to return up to 50% of the capital to 
partners.

Our preferred exit is 5 years, as it allows us to show 2 
years of stabilized financials, yet maximizes the IRR to 
partners. However, we’ve underwritten a 10-year hold and 
plan on utilizing long-term debt to allow us to stay in if 
necessary to accommodate any real estate cycle.

What We Are Buying

Silver Tree Apartments
4336 N 35th Ave, Phoenix, AZ 85017
98 Units, Class C, Built in 1986
Two story garden style apartments
Purchase Price: $8,150,000

How We Are Structuring

Capital Raise: $3,583,548

Hold Period: 3-10 years. Potential for cash-out refinance 
of +/- 50% of capital at Year 3.

Target Returns: 14-18% IRR, dependent on hold period 
and market conditions.

Investor Waterfall: 8% cumulative preferred COC return, 
70% to investors thereafter.

“...the school has transformed 
what he termed the ‘Canyon 
Corridor’ into a thriving city 
neighborhood…”

-Phoenix Mayor, Greg Stanton

https://www.azcentral.com/story/news/local/phoenix/2017/02/15/grand-canyon-university-expansion-adds-surrounding-area-phoenix-officials-say/97964172/


SILVER TREE

Projected Returns on $100,000 Investment

Investing Partners receive a preferred 8% cumulative Cash on Cash return. Cumulative pref simply means that in any 
year when the cash flow at the property level is lower than 8%, the investors receive all of the available cash flow, 
and any any shortfall will be accumulated and paid out in future years until 8% COC is met fully.

The sponsors of this offering will not be paid anything out of the cash flow until the pref is fully met. Once the 
cumulative pref of 8% is met, the remaining cash flow will be split 70/30, with investors collecting 70%.

10 Year Hold

5 Year Hold

8% Preferred Rate of COC

As you know, significant repositioning projects typically do not pay out distributions for the first year or more, until 
the asset is stabilized. We are well capitalized, and plan to start paying out distributions after the first quarter. 

All distributions thereafter will take place on a quarterly basis.

When Will Distributions Begin?

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Sample $100K Partner $ (100,000) $ 1,399 $ 4,941 $ 58,546 $ 3,465 $ 4,149 $ 4,855 $ 5,581 $ 6,329 $ 7,100 $ 157,606

Cash on Cash 1.40% 4.94% 8.87% 6.89% 8.24% 9.65% 11.09% 12.58% 14.11% 213.17%

IRR 14.48%

Equity Multiple 2.54x

ROI 153.97%

Annualized ROI 15.40%

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5

Sample $100K Partner $ (100,000) $ 1,399 $ 4,941 $ 58,546 $ 3,465 $ 122,958

Cash on Cash 1.40% 4.94% 8.87% 6.89% 144.32%

IRR 17.83%

Equity Multiple 1.91x

ROI 91.31%

Annualized ROI 18.26%



SILVER TREE

PHOENIX MARKET OVERVIEW
❏ Silver Tree is located in  Maricopa County, Phoenix, AZ.

❏ Phoenix, AZ is the 5th largest city in the country, with population of over 4 million.

❏ Phoenix MSA recorded the second greatest population growth of any large city in 2017.

❏ Maricopa County recorded the GREATEST population growth of any county in the U.S. in 2017. 

❏ Median family income in Phoenix MSA is  $61,592, above the national  median. 

❏ Average monthly rent in Phoenix is $994, which is 25% lower than the national average of $1,330.

❏ Phoenix MSA clocked in 4.4% rent growth in 2017.

❏ Colliers International projects over 7% rent growth for Phoenix MSA in 2018.

❏ In May of 2018, Phoenix’s unemployment rate decreased to 3.7%, below the national average. 

❏ Growth in Greater Phoenix is being fueled almost entirely by private sector. Government employment in Phoenix has 
inched up by fewer than 1,000 jobs in the past year, or less than 0.4%. Employment in private sector industries has 
expanded by more than 60,000 workers, at an annual growth rate of 3.5%.  That’s over twice the national rate!

https://azbigmedia.com/phoenix-ranks-high-rent-growth-rents-remain-affordable/
https://www2.colliers.com/en/Research/Phoenix/2018-Q1-Greater-Phoenix-Multifamily-Market-Report


          West Phoenix

❏ Silver Tree is located on Phoenix’s West Side, just minutes 
from the popular Westgate Entertainment District. Known for 
shopping, restaurants, nightlife, and sports, Westgate is also 
the home of the Arizona Cardinals stadium, which regularly 
hosts large sporting events like the Superbowl and the Final 
Four.

❏ Easy access to the 26-mile Valley Metro Light Rail, which 
has been in operation since 2006 and stretches from 19th 
Ave. and Dunlap Ave. in upper-central Phoenix to downtown 
Mesa, offers quick access to downtown Phoenix, Sky 
Harbor International Airport, Mill Avenue in Tempe, and 
plenty more along the way.

❏ Phoenix Sky Harbor International Airport, the world's 34th 
busiest airport in 2017, can be access within a short 
15-minute commute. 

          Emerging Neighborhood

❏ The property is a half mile South from Grand Canyon University 
(GCU) with over 19,500 students currently enrolled at the 
Camelback Campus. This is up from 1,000 students in 2008! 
GCU plans to grow to 25,000 students within the next few 
years. The gentrifying effects of this expansion cannot be 
overstated!

“To see a 30 percent increase in home values while 

subsequently seeing a 30 percent decrease in crime is just 

incredible results,”  -Arizona Gov. Doug Ducey

❏ GCU is in the middle of a $1 billion renovation project, 
expecting to spend over $400 million from now until 2020.

❏ In August 2017, GCU’s campus was ranked as one of the 10 
Best College Campuses Across America by Town & Country.

❏ In 2017, GCU’s athletic teams moved into NCAA Division 1 as 
part of the Western Athletic Conference. 

❏ Two miles from Silver Tree, the former Abrazo Maryvale 
Medical Campus is beginning a $60 million remodel, with plans 
to re-open in 2019 as a full service hospital with an emergency 
department.

SILVER TREE

LOCATION

http://phoenix.org/phoenix-sky-harbor-the-best-airport-in-america/
http://phoenix.org/phoenix-sky-harbor-the-best-airport-in-america/
http://phoenix.org/mill-avenue-in-tempe/
https://www.azcentral.com/story/news/local/phoenix/2017/02/15/grand-canyon-university-expansion-adds-surrounding-area-phoenix-officials-say/97964172/
https://www.azcentral.com/story/news/local/phoenix/2017/02/15/grand-canyon-university-expansion-adds-surrounding-area-phoenix-officials-say/97964172/
https://www.azcentral.com/story/news/local/phoenix/2017/02/15/grand-canyon-university-expansion-adds-surrounding-area-phoenix-officials-say/97964172/
https://en.wikipedia.org/wiki/Town_%26_Country_(magazine)


Silver Tree is a 98-unit apartment community located in 
Phoenix, AZ. 

The community was built in 1986 and sits on 3.54 acres on 
35th Avenue, just South of Camelback Rd.

This two story garden style community represents a significant 
value-add opportunity. Silver Tree interiors have never been 
renovated since being built in 1986!

The unit mix is desirable, with 2 bedroom units making up 
nearly half of the units. Unit sizes are larger than the average in 
the submarket, with a private storage attached to each unit.

The property has been well maintained by a pride-of-ownership 
owner/operator with new roofs installed in 2016 and all new 
exterior paint in 2017. However, the interiors have been 
untouched since 1986.

The complex is located across the street from a park that was 
recently revamped by the city and includes a pool and 
walking/biking path.

As it sits, Silver Tree is a well amenitized, gated community, 
with an on-site pool and laundry facility. There is plenty of 
covered parking, and a dedicated office on-site.

As part of our value-add program, the residents will see an 
addition of a clubhouse, a bark park, a BBQ area, and a fully 
equipped business center.

The property will operate with 2 full-time on-site personnel, 
including a manager and a maintenance technician. 

Silver Tree will be managed for us by the very reputable 
Shelton-Cook Real Estate Services, who has 21,000 in their 
management portfolio, and manages many other properties in 
the area. 

SILVER TREE

PROPERTY DESCRIPTION



Silver Tree has 98 units. Unit interiors feature four different layouts, with studios, one and two bedrooms. 
We will convert 10 of the units into furnished units. These will be split between the studios and the two 
bedrooms, which will collect a premium of $125 and $150, respectively. 

Unit Mix, Current and Renovated Rates

Units Type Unit SF Current Rent Renovated Rent Unit Mix

9 Studio 415 $465 $700 9.2%

7 Studio - Furnished 415 $465 $825 7.1%

42 1 Bed / 1 Bath 504 $537 $825 42.9%

16 2 Bed / 1 Bath 726 $631 $1,050 16.3%

21 2 Bed / 2 Bath 822 $663 $1,125 21.4%

3 2 Bed / 2 Bath - Furnished 822 $663 $1,275 3.1%

98 604 $571 $928 100.0%

SILVER TREE

UNIT MIX



Silver Tree is long overdue for a comprehensive value-add renovation. The community has not undergone an 
interior remodel since its original construction in 1986. However, the community has all of the bones to be one of 
the most attractive apartment communities in the submarket. 

The unit mix is very desirable, but desperately in need of a facelift. The pool can be made more attractive to 
potential tenants by expanding the deck with additional lounge seating and adding a BBQ area. 

Furthermore, our repositioning plan accommodates a brand new business center next to the office, a new 
clubhouse next to the laundry facility, and a new dog park near the pool.

Strategy

We intend to perform all of the exterior and common area upgrades in the first year. The interior upgrades will be 
completed within the first two years. We anticipate stabilized operations by year three.

We plan on holding the building for three to five years. This will enable us to show at least one year of stabilized 
financials upon sale.

We are able to project a 18% IRR to investors on a 5-year hold. We recognize that in 2018 we are no longer early in 
this real estate cycle. To be conservative, we have also underwritten a 10-year hold period. In this case, we can 
project a 14.5% IRR to investors.

SILVER TREE

STRATEGIC APPROACH



❏ Based on available information, we are estimating 
$1.4M of capital improvements to be completed over a 
24 month period. Final CapEx numbers to be verified in 
the due diligence period. 

❏ Upon acquisition we will update the common areas. 
This includes addition of a new clubhouse, business 
center, pool BBQ area, a bark park, fresh exterior paint, 
new lighting, and new signage.

❏ Unit interiors will be updated upon lease expirations, 
over the course of 2 years. 

❏ Planned interior unit upgrades include new appliances, 
new cabinets, new cabinet hardware, new quartz 
countertops, new doors, new light fixtures, new 
plumbing fixtures, new flooring, new windows and new 
paint. 

SILVER TREE

RENOVATION PLAN



SILVER TREE

RENOVATION BUDGET

Unit Renovation
Flooring price $906
Kitchen cabinets $1,000
Hardware $50
Kitchen counters $600
Appliances $1,350
Sink/faucet $300
Backsplash (peel/stick) $125
Toilets $187
Paint $500
Showerheads $50
Lighting/fans $250
Doors/knobs/locks $600
Window coverings $150
Shower/bath surrounds $250
Mirror/Medicine cabinet $125
Vanity $622
Sink faucet $100
Plumbing valves $150

Per unit $7,315
# of units 98

Total $716,888

Common Area Renovation
Paint building $75,000
Pool Decking/Furniture $20,000
Startup Tools/Equipment $10,000
Office/fitness/laundry $100,000
Furnished Units $20,000
BBQ/Benches/Bike Racks $7,500
HVAC $117,600
Signage $25,000
Dog Park $10,000
Landscaping $60,000
Parking Lot/Fence $52,388

Per unit 5,076
# of units 98

Total $497,488

Capital Expenditures
Unit Renovation $716,888
Common Area Renovation $497,488
Subtotal $1,214,376
Construction Management $60,719
Contingency $63,755
Total Renovation Costs $1,338,850



* This is comprised of two separate reserve accounts:
1. $1,000 per door CapEx reserve. This is something 

we mandate for all transactions.
2. Since the Y1 CCR is under 2%, due to current rent 

being over $300 per door under market, we are 
holding back an additional 9 months of debt 
service. If not needed, this amount will be returned 
to the investors.

SILVER TREE

SOURCES and USES of CAPITAL

Uses

Down Payment

Purchase Price $8,150,000

Renovation Costs $1,338,850

Subtotal $9,488,850

Loan $7,100,000

Down Payment $2,388,850

Closing Costs

Entity Formation & Purchase Legal $15,000

Buyer Due Diligence & PSA $7,000

Lender Third Party Costs $17,500

Origination Fee $177,500

Loan Application Fee $10,000

Interest Rate Cap $65,000

Title & Escrow $20,000

Investment Accounting Year 1 $20,000

Capex Reserves Year 1 $24,500

Finance Fee $142,000

Acquisition Fee $203,750

Total Closing Costs $702,250

Deposits and Reserves

Impound Account Deposits $20,007

First Year Insurance Prepaid $14,845

First Month of Debt Service $28,447

Working Capital $354,026

Funding Accounts $34,300

Utility Account Deposits $14,700

Total Deposits & Reserves $466,325

Total Equity Requirement $3,557,425

Sources

Partner Equity Contribution

Sponsor Group $750,000
Limited Partners $2,807,425
Total Equity Raise $3,557,425



SILVER TREE

PROFIT & LOSS

*Note that Cash on Cash presented here is based on cash flows only, and excludes capital events, such as cash out refinances and dispositions.

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

INCOME

Gross Scheduled Rent $1,091,700 $1,146,285 $1,192,136 $1,227,900 $1,264,738 $1,302,680 $1,341,760 $1,382,013 $1,423,473 $1,466,177

- LTL 28.84% 9.61% 0.00% 1.50% 1.50% 1.50% 1.50% 1.50% 1.50% 1.50%

RENO LTL ALLOWANCE 314,799 110,180 0 18,419 18,971 19,540 20,126 20,730 21,352 21,993

Gross Potential Rent 776,901 1,036,105 1,192,136 1,209,482 1,245,766 1,283,139 1,321,634 1,361,283 1,402,121 1,444,185

+ Utility Income 63,945 65,224 66,528 67,859 69,216 70,600 72,012 73,453 74,922 76,420

+ Miscellaneous Income 65,660 66,973 68,313 69,679 71,072 72,494 73,944 75,423 76,931 78,470

Gross Scheduled Income 906,506 1,168,303 1,326,977 1,347,020 1,386,055 1,426,234 1,467,590 1,510,158 1,553,974 1,599,075

- Stabilized Loss (Excl. LTL) 7.5% 7.5% 7.5% 7.5% 7.5% 7.5% 7.5% 7.5% 7.5% 7.5%

- Reno Physical Vacancy Prem. 3.0% 1.5% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Stabilized Vacancy Allowance 95,183 105,147 99,523 101,026 103,954 106,968 110,069 113,262 116,548 119,931

GROSS OPERATING INCOME $811,323 $1,063,155 $1,227,454 $1,245,993 $1,282,101 $1,319,266 $1,357,521 $1,396,896 $1,437,426 $1,479,144

Operating Expenses

Taxes $40,013 $42,014 $44,115 $46,321 $48,637 $51,068 $53,622 $56,303 $59,118 $62,074

Insurance 14,845 15,142 15,445 15,754 16,069 16,390 16,718 17,052 17,393 17,741

Repairs & Maintenance 36,260 30,870 37,250 45,600 46,512 47,442 48,391 49,359 50,346 51,353

General & Admin 38,710 39,484 40,274 41,079 41,901 42,739 43,594 44,466 45,355 46,262

Marketing 12,250 12,495 12,745 13,000 13,260 13,525 13,795 14,071 14,353 14,640

Utilities 71,050 72,471 73,920 75,399 76,907 78,445 80,014 81,614 83,246 84,911

Contract Services $39,690 40,484 41,293 42,119 42,962 43,821 44,697 45,591 46,503 47,433

Payroll 140,383 143,191 146,054 148,975 151,955 154,994 158,094 161,256 164,481 167,771

Property Management 27,000 27,000 30,686 37,380 38,463 39,578 40,726 41,907 43,123 44,374

CapEx Reserves 9,800 9,800 9,800 9,800 9,800 9,800 9,800 9,800 9,800

Operating Expenses $420,201 $432,951 $451,583 $475,427 $486,465 $497,803 $509,451 $521,419 $533,718 $546,359

NET OPERATING INCOME $391,122 $630,205 $775,871 $770,567 $795,636 $821,464 $848,070 $875,477 $903,708 $932,785

- Debt Service $341,368 $378,856 $397,600 $584,282 $584,282 $584,282 $584,282 $584,282 $584,282 $584,282

- Legal & Accounting 18,500 18,500 18,500 18,500 18,500 18,500 18,500 18,500 18,500

- Asset Management Fee 37,490 24,549 24,920 25,642 26,385 27,150 27,938 28,749 29,583

- CapEx Reserve 19,600 19,600 19,600 19,600 19,600 19,600 19,600 19,600 19,600

CASH FLOW $49,754 $175,759 $315,622 $123,264 $147,612 $172,696 $198,537 $225,157 $252,577 $280,819

DSCR 1.15 1.66 1.95 1.32 1.36 1.41 1.45 1.50 1.55 1.60

Loan Amount $7,100,000 $7,100,000 $7,100,000 $8,740,927 8,608,035 8,468,066 8,320,642 8,165,367 8,001,822 $7,829,568

Invested Equity $3,557,425 $3,557,425 $3,557,425 $1,790,325 $1,790,325 $1,790,325 $1,790,325 $1,790,325 $1,790,325 $1,790,325

Cash on Cash Return* 1.4% 4.9% 8.9% 6.9% 8.2% 9.6% 11.1% 12.6% 14.1% 15.7%

Average CoC Return* 9.3%



SILVER TREE

PROFIT & LOSS Explained

Expense Growth - We assume expenses will grow at 2% each year.

Income Growth - Rent growth past stabilization is assumed at 3%. However, the auxiliary income is assumed to escalate at 
only 2% per year.

Economic Losses - Stabilized economic losses of 9% are assumed. However, during the repositioning in years 1 and 2 we 
anticipate much higher economic losses. Therefore, we project a premium to the LTL of 28.84% in Y1 and 9.61% in Y2. 
Additional economic losses totaling 7.5% are assumed in both Y1 and Y2.

Physical Vacancy - We assume higher physical vacancy during the first two years, which is why in addition to the stabilized 
physical vacancy of 5%, we assume 3% in Y1, and 1.5% in Y2. Thus, total economic losses in Y1 are assumed at 39% in Y1, 
and 19% in Y2.

Property Taxes - By statute, in the State of Arizona property taxes on residential property cannot be increased more than 5% 
per annum. We assume 5% increase for each your of the holding period.

CapEx - We hold a total of $300 per door for CapEx replacement reserves. We hold $100 per door as part of the OpEx, and 
$200 per door out of the cash flow post NOI.

Debt Service - Due to Silver Tree being an extensive repositioning project, we must utilize bridge financing for the first two to 
three years while the asset is stabilized. We will then refinance in Y3 into a permanent, 30-year amortized GSE note. We 
assume LIBOR + 350 basis points (approximately 5.65%) rate for bridge financing, and 5.2% rate for the GSE loan. The Y4 
debt service is based on a cash-out refinance which allows for the return of approximately 50% of partner capital. You can see 
in the second from the bottom line that the loan amount starts out at approximately $7.1M, but in Y4 goes up to approximately 
$9.1M, while the invested equity in the following line drops from approximately $3.6M to $1.6M.

Legal and Accounting - This covers the partnership tax, accounting and legal expenses. Note that Y1 expenses are included 
in the equity raise.

Asset Management Fee - This is a management fee equal to 2% of the the gross operating income that the partnership pays 
annually to the general partner. Notice that the fee has been moved out of Y1 to be disbursed in Y2, after the property has 
been repositioned and cash flows are higher.

CapEx - This is the remaining $200 per door which we hold back for replacement reserves. Together with $100 per door 
above the NOI, this makes up a total of $300 per door reserve. The Y1 reserve below NOI is collected as part of the equity 
raise.

DSCR - Bridge lender requires a minimum of 1.0 debt service coverage, while GSE’s require 1.25 coverage. As you can see, 
the underwriting meets and exceeds requirements for both.



SILVER TREE

Cash Flow, COC, & Annualized Monthly IRR - 5 Year Hold
IRR Multiple Totals Year 0 Year 1 Year 2 Year 3 Year 4 Year 5

Capital Calls $ (3,557,425) (3,557,425) 0 0 0 0 0

Cash Flow Distributions $ 812,011 0 49,754 175,759 315,622 123,264 147,612

Capital Distributions $ 7,037,707 0 0 0 1,767,099 0 5,270,607

Net Cash Flow 21.16% 2.21x $ 4,292,293 (3,557,425) 49,754 175,759 2,082,722 123,264 5,418,219

Capital Account

Starting Balance 0 3,557,425 3,557,425 3,557,425 1,790,325 1,790,325

Add to Balance 3,557,425 0 0 0 0 0

Deduct from Balance 0 0 0 (1,767,099) 0 (1,790,325)

Ending Balance 3,557,425 3,557,425 3,557,425 1,790,325 1,790,325 0

Deal Level Cash on Cash 1.40% 4.94% 17.63% 6.89% 8.24%

Cash Flow from Capital Event 0 0 0 0 0 3,480,282

Pref Hurdle 100% until reaching 8% return

Starting Balance 0 0 305,989 485,972 526,093 581,861

Pref Owed 10.00% 0 355,742 355,742 355,742 179,033 179,033

Pref Paid $ 812,011 0 49,754 175,759 315,622 123,264 147,612

Ending Balance 0 305,989 485,972 526,093 581,861 613,282

Distribution 70% Thereafter

Cash Flow after Pref 3,480,282 0 0 0 0 0 3,480,282

Investor Take 0.7 0 0 0 0 0 2,436,197

Investor/Promote Split IRR Multiple

Total to Investors 17.83% 1.91x $ 3,248,208 (3,557,425) 49,754 175,759 2,082,722 123,264 4,374,135

Total to Promote 0 0 0 0 0 1,044,085

Investor Cash on Cash 1.40% 4.94% 8.87% 6.89% 144.32%



SILVER TREE

Cash Flow, COC, & Annualized Monthly IRR - 10 Year Hold
IRR Multiple Totals Year 0 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Capital Calls $ (3,557,425) (3,557,425) 0 0 0 0 0 0 0 0 0 0

Cash Flow Distributions $ 1,941,796 0 49,754 175,759 315,622 123,264 147,612 172,696 198,537 225,157 252,577 280,819

Capital Distributions $ 8,608,230 0 0 0 1,767,099 0 0 0 0 0 0 6,841,131

Net Cash Flow 16.42% 2.97x $ 6,992,601 (3,557,425) 49,754 175,759 2,082,722 123,264 147,612 172,696 198,537 225,157 252,577 7,121,950

Capital Account

Starting Balance 0 3,557,425 3,557,425 3,557,425 1,790,325 1,790,325 1,790,325 1,790,325 1,790,325 1,790,325 1,790,325

Add to Balance 3,557,425 0 0 0 0 0 0 0 0 0 0

Deduct from Balance 0 0 0 (1,767,099) 0 0 0 0 0 0 (1,790,325)

Ending Balance 3,557,425 3,557,425 3,557,425 1,790,325 1,790,325 1,790,325 1,790,325 1,790,325 1,790,325 1,790,325 0

Deal Level Cash on Cash 1.40% 4.94% 58.55% 6.89% 8.24% 9.65% 11.09% 12.58% 14.11% 397.80%

Cash Flow from Capital Event 0 0 0 0 0 0 0 0 0 0 5,050,805

Pref Hurdle 100% until reaching 8% return

Starting Balance 0 0 305,989 485,972 526,093 581,861 613,282 619,618 600,114 553,990 480,446

Pref Owed 10.00% 0 355,742 355,742 355,742 179,033 179,033 179,033 179,033 179,033 179,033 179,033

Pref Paid $ 1,941,796 0 49,754 175,759 315,622 123,264 147,612 172,696 198,537 225,157 252,577 280,819

Ending Balance 0 305,989 485,972 526,093 581,861 613,282 619,618 600,114 553,990 480,446 378,659

Distribution 70% Thereafter

Cash Flow after Pref 5,050,805 0 0 0 0 0 0 0 0 0 0 5,050,805

Investor Take 0.7 0 0 0 0 0 0 0 0 0 0 3,535,564

Investor/Promote Split IRR Multiple

Total to Investors 14.48% 2.54x $ 5,477,360 (3,557,425) 49,754 175,759 2,082,722 123,264 147,612 172,696 198,537 225,157 252,577 5,606,708

Total to Promote 0 0 0 0 0 0 0 0 0 0 1,515,242

Investor Cash on Cash 1.40% 4.94% 8.87% 6.89% 8.24% 9.65% 11.09% 12.58% 14.11% 213.17%



SILVER TREE

SALE ANALYSIS

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

NOI $391,122 $630,205 $775,871 $770,567 $795,636 $821,464 $848,070 $875,477 $903,708 $932,785

Exit Cap 4.55% 5.15% 5.25% 5.35% 5.45% 5.55% 5.65% 5.75% 5.85% 6.07%

Sale Price $8,596,087 $12,236,986 $14,778,499 $14,403,114 $14,598,833 $14,801,147 $15,010,086 $15,225,686 $15,447,992 $15,367,128

Cost of Sale $343,843 $489,479 $591,140 $576,125 $583,953 $592,046 $600,403 $609,027 $617,920 $614,685

Prepayment Fee $35,500 $35,500 $35,500 $611,865 $602,562 $592,765 $582,445 $571,576 $560,128 $548,070

Loan Balance $7,100,000 $7,100,000 $7,100,000 $8,740,927 $8,608,035 $8,468,066 $8,320,642 $8,165,367 $8,001,822 $7,829,568

Deposits Return $466,325 $466,325 $466,325 $466,325 $466,325 $466,325 $466,325 $466,325 $466,325 $466,325

Net Sales Proceeds $1,583,069 $5,078,332 $7,518,184 $4,940,523 $5,270,607 $5,614,596 $5,972,921 $6,346,041 $6,734,448 $6,841,131



SILVER TREE

Break-Even Economic Occupancy Stress Tests

STABILIZED BREAK-EVEN ANALYSIS

Break-Even Economic Occupancy establishes the minimum necessary economic occupancy for break even operations. 
In other words, we answer the question - how much of an economic hit can the property sustain and still be able to pay 
its bills?

The 2017 IREM Report which tracks income and expenses in multifamily across the United States, and is considered to 
be one of the more comprehensive reports available, indicates average all-in economic loss for Phoenix MSA of 
approximately 7.2% for stabilized garden style buildings. Shelton-Cook, who has 21,000 units under management 
nationwide and who will be managing the Silver Tree for us, concurs with 7.5% economic loss in their underwriting. 

We are choosing to underwrite a 9% stabilized economic loss, which we feel is safer in the long term.

*To maintain normal operations these items need to be fully funded: Operating Expenses, Capital Expense Reserve Fund, 
and Debt Service have to be funded in full for normalized operations. 

**Gross income in this table is the Gross Schedule Income with no economic losses taken into account.

***Break Even-Economic Occupancy indicates the necessary occupancy to meet break-even operations.

****Following the Cash Out Refinance in Year 4, which will add almost $2M to the debt load and a fully amortized debt 
service payment, the break-even economic occupancy is projected at 78.58%. This is obviously higher than in Year 3, but 
still a very acceptable coefficient considering the average economic occupancy in Phoenix MSA is above 92%.

Notice also that in the following years the Break-Even Economic Occupancy comes down. Our debt service in those later 
years will be fixed, yet our revenues are projected to increase at 3%. While our desired holding period is 5 years, this 
trend of decreasing Break-Even Economic Occupancy is projected into the later years should we need to stay in this 
asset longer.

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6

Operating Expenses, Capex, Debt Service* $761,570 $831,407 $868,783 $1,079,309 $1,090,347 $1,101,685

Gross Scheduled Income** $906,506 $1,168,303 $1,326,977 $1,365,438 $1,405,026 $1,445,774

Breakeven Occupancy*** 84.01% 71.16% 65.47% 79.04% 77.60% 76.20%



SILVER TREE

DEBT STRUCTURE

As with many repositioning projects that increase rents significantly, a fixed rate GSE loan upon acquisition is not 
feasible. For this reason, we will be utilizing a bridge loan for the first two years, which will then refinance into a GSE 
loan. The loan terms are as follows:

Years 1 - 3: Bridge Loan. Interest only loan at LIBOR + 375*.

Years 4 - 13: GSE loan. Fixed rate. 10-year term. 30-year amortization. Anticipated interest rate of 5.2%

While our preferred exit is 5-year, this financing package will allow us to hold the asset long-term and provide us the 
flexibility to time our exit to maximize investor returns. And, of course, the ability to hold long-term represents a 
considerable margin of safety. 

Note, Fannie Mae utilizes defeasance, while Freddie Mac uses yield maintenance in place of a more familiar 
step-down prepayment penalty. Each of the two has benefits in various economic conditions. We will make our final 
decision at the time of the refinance.

DEBT STRUCTURE

REFINANCE STRESS TEST

In order to be able to refinance, Fannie Mae / Freddie Mac will require at least a 1.25 DSCR based on the new debt 
service.

As you can see below, having performed the Cash Out Refinance to return to investors approximately $1.75M, we 
clear this hurdle easily with a 1.33 DSCR on new debt of $8.774M.

*We have quotes in the range of LIBOR+350 - LIBOR+400. The exact product will be chosen after taking other items into 
consideration.

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Net Operating Income $391,122 $630,205 $775,871 $770,567 $795,636 $821,464 $848,070 $875,477 $903,708 $932,785

Debt Service $341,368 $378,856 $397,600 $584,282 $584,282 $584,282 $584,282 $584,282 $584,282 $584,282

Cash Flow Before Taxes $49,754 $175,759 $315,622 $123,264 $147,612 $172,696 $198,537 $225,157 $252,577 $280,819

DSCR 1.15 1.66 1.95 1.32 1.36 1.41 1.45 1.50 1.55 1.60



❏ Growth in Greater Phoenix is being fueled almost entirely by private sector. Government employment in 
Phoenix has inched up by fewer than 1,000 jobs in the past year, or less than 0.4%. 

❏ Employment in private sector industries has expanded by more than 60,000 workers, at an annual 
growth rate of 3.5% - over twice the national rate.

❏ Phoenix is home to 16 companies in the Fortune 1000 list, including PetSmart and Apollo Education 
Group.

❏ The Metro Phoenix job market continued to show signs of improvement, adding 24,000 jobs in Q1 2018.
❏ In May 2018, Phoenix’s unemployment rate decreased to 3.7%, below the national average. 
❏ Education and health services led employment gains with 10,100 jobs added in the 12 months ending in 

October 2017. 
❏ Statistics from the Arizona Office of Economic Opportunity Employment show that the 

professional/scientific/technical services subcategory jumped 4.8% for the same period.
❏ Phoenix ranked 3rd among the country’s 20 hottest cities for tech jobs in 2017, according to Money 

magazine, with several companies relocating or expanding in the metro.
❏ Intel announced a $7 billion expansion slated to bring 3,000 new jobs. 
❏ The metro’s significant population growth and the thriving job market are also fueling demand for rental 

units, as the absorption of new apartments is almost instant. 

SILVER TREE

PHOENIX EMPLOYMENT TRENDS

http://time.com/money/4812479/top-20-cities-tech-jobs/
http://time.com/money/4812479/top-20-cities-tech-jobs/


❏ Phoenix has experienced 5 year cumulative rent growth of 28%.
❏ Colliers International Q1 2018 Greater Phoenix Multifamily Report is expecting growth of 7% in 2018.
❏ The local vacancy rate dipped by 50 basis points during the first quarter, falling to 5.4%. Renter demand is 

being sparked by population growth and employers expanding payrolls.
❏ The average asking rent in Greater Phoenix reached $1,018 per month in the first quarter, reflecting a 7.3% 

year over year gain. (Colliers)
❏ A study by the National Multifamily Housing Council and National Apartment Association found that the area 

will need more than 150,000 new apartments by 2030. 

With new supply largely covering the high-end segment and challenges in financing the development of 
low-income communities brought on by the tax reform, demand for affordable housing is expected to 
increase further, causing rents to surge. (Yardi)

Thoughts from Sponsor: Rents of $1,200 or less are cost-prohibitive to new construction - they can’t afford to 
build it! As such, in our view, the segment of the existing stock which is going to continue to over-perform, and will 
prove to be least susceptible to downswings is the product that rents for $750 - $1,200 blended weighted. Silver 
Tree fits in this range perfectly, with a projected blended weighted rent of $928.

SILVER TREE

PHOENIX RENT TRENDS



SILVER TREE

Units Bed/Bath SF Rent Total SF Rent/SF Notes

9 Studio 415 $700 3,735 $1.69

7 Studio 415 $825 2,905 $1.99 Furnished

42 1/1 504 $825 21,168 $1.64

16 2/1 726 $1,050 11,616 $1.45

21 2/2 822 $1,125 17,262 $1.37

3 2/2 822 $1,275 2,466 $1.55 Furnished

98 604 $928 59,152 $1.54

Completely renovated. New Clubhouse. Dog Park. Business Center

Subject - Silver Tree 4336 North 35th Avenue, Phoenix, AZ 85017     Units: 98  Year Built:1986

Kitchen Concept

RENTAL COMPS

There are 98 units in Silver Tree. The unit layouts range from Studio to two-bedroom two-bath. Each unit has 
an attached private storage area.

As you can see in the above table, the average units size is 604 square feet. Our assumed after-repositioned 
average weighted rent is $928 per month, which is $1.54 per sq.ft.

Our renovation will include new kitchen and bath cabinets and solid countertops, fixtures, flooring, and paint. 
We will be installing new windows and sliders, interior 6-panel doors, paint. We will be painting the exterior to 
modernize the look, building a rec-room, and adding a BBQ area by the pool. We will also install a bark park 
for our residents with dogs.

We believe this will be a very competitive package.



SILVER TREE

Units Bed/Bath SF Rent Total SF Rent/SF Notes

61 Studio 390 $1,028 23,790 $2.64 Furnished

74 Studio 405 $1,074 29,970 $2.65 Furnished

28 1/1 510 $1,193 14,280 $2.34 Furnished

163 417 $1,077 68,040 $2.58

Completely renovated. White appliances. All furnished. Rent includes TV and 
internet.

GC Square 3535 West Camelback Road Phoenix, AZ 85019    Units: 163   Year Built:1976

RENTAL COMPS

Sam Grooms and Ben Leybovich, the two managing partners, toured this asset personally. GC Square is an 
older 1976 construction with 163 units. It is located almost directly across the street from the GCU, and is 
nearing the end of its’ repositioning, which began nearly 2 years ago. 

The finishing textures being used are higher-end, with replacement cabinets, solid surface countertops, new 
fixtures, flooring, and paint. All windows, sliders, and interior doors have been replaced. In our opinion the GC 
Square currently sets the bar of what is possible in a well-done repositioning in the submarket.

However, this complex does have disadvantages. The unit mix is studio and one-bedrooms, with the average 
unit size of only 417 sq.ft., and per sq.ft. pricing of $2.58. 100% of the units are being offered on a fully 
furnished basis, since the units are so small they would otherwise be deemed functionally obsolescent in the 
marketplace.

Relative to utilities, GC Square utilizes a boiler/chiller system, which is not desirable in 2018.

Once we back out the average upcharge for the furnishings in the submarket of approximately $125 per unit, 
and back out the utility charges, our underwriting significantly under-prices the GC Square on an adjusted per 
sq.ft. basis.

Considering much larger units and more functional layouts, a private storage space for each unit, separately 
controlled central HVAC, and the planned community amenities, we feel Silver Tree is well positioned to be 
competitive with GC Square. Finally, considering 2x1, and 2x2 unit layouts, Silver Tree should be attractive to a 
wider pool of potential tenants.



SILVER TREE

RENTAL COMPS

The Resort is the property adjacent to Silver Tree. Two members of our team visited the property. 

As you can see in the table above, their average blended weighted base rent is $670 per month. However, 
units with new white appliances rent for a $50 monthly premium, making their average rent $720.

Even though The Resort does offer 2x2 unit layouts, the average blended weighted unit size at The Resort is 
only 496 sq.ft., which is more than 100 sq.ft. smaller than Silver Tree’s 604 sq.ft. The average blended 
weighted per sq.ft. pricing at The Resort is $1.45 per sq.ft., while we are projecting average per sq.ft. 
pricing of $1.54 for what will undoubtedly be much better product post renovation.

It’s worthwhile to mention that The Resort is a 272-unit community, which is almost 3x the unit count of 
Silver Tree. There are many potential tenants who prefer a smaller, more quaint community, provided it is 
well appointed in terms of unit sizes, fishishing materials, and community amenities. 

Silver Tree is extremely well positioned in this regard!

The Resort 4326 N 35th Ave., Phoenix AZ 85017  

Units Bed/Bath SF Total SF Rent Rent/SF Rent Rent/SF

Classic White Appliances

56 Studio 320 17,920 $559 $1.75 $609 $1.90

160 1/1 480 76,800 $629 $1.31 $679 $1.41

56 2/2 720 40,320 $899 $1.25 $949 $1.32

272 496 135,040 $670 $1.35 $720 $1.45

Black appliances, painted black cabinets, laminated countertops.



SILVER TREE

Units Bed/Bath SF Rent Total SF Rent/SF Notes

91 Studio 419 $659 38,129 $1.57

86 1/1 459 $749 39,474 $1.63

128 1/1 585 $799 74,880 $1.37

113 1/1 620 $829 70,060 $1.34

98 2/1 762 $929 74,676 $1.22

516 576 $797 297,219 $1.38

White appliances, laminated cabinets, laminated countertops, carpet in 
living area.

Units Bed/Bath SF Rent Total SF Rent/SF Notes

110 Studio 470 $750 51,700 $1.60

78 1/1 540 $810 42,120 $1.50

188 499 $775 93,820 $1.55

White appliances, painted laminated cabinets, refinished laminated 
countertops. New backsplashes.

Current Kitchen

Current Kitchen

Stillwater 7711 North 51st Avenue Glendale, AZ 85301      Units: 516   Year Built: 1986

Urban 188 1601 West Camelback Road Phoenix, AZ 85015      Units: 188   Year Built: 1970

RENTAL COMPS
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SALE COMPS
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SALE COMPS
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SALE COMPS



SILVER TREE

Sponsor Bios

Ben Leybovich

Ben has been investing in income property since 2006. At its largest, his 
portfolio consisted of 29 units. Ben currently owns 21 residential rental 
units. Prior to 2014, Ben’s focus has been mainly on small multifamily. 

Over the course of his investing career, Ben has successfully  repositioned 
a 5-unit, 6-unit, and 10-unit. He sold the 6-unit in 2016. Ben is a published 
author and a prolific blogger. He resides outside of Phoenix in Chandler, 
Arizona with his wife, Patrisha, and their two kids, Aaron and Isabella.

Sam Grooms
Sam has been an investor in hundreds of multifamily units. Sam began his 
career at Deloitte, where he assisted public companies with their SEC 
filings. He went on to manage the SEC reporting for Amkor, a $3 billion 
public company. 

Sam graduated summa cum laude from Arizona State University with a 
bachelor’s and master’s degree in Accounting, and is a Certified Public 
Accountant.

Shelton-Cook
Shelton-Cook has become recognized as the premier provider of 
institutional quality property management, apartment re-positioning, and 
leasing services in the Southwest. The firm has been a force in the region's 
multifamily space for more than 25 years. 

Currently, Shelton-Cook manages a portfolio of 21,000 residential units 
throughout the country. In 2018, they are re-positioning nearly 1,200 units 
in their portfolio.



Eligibility

In order to be eligible to participate in this investment, prospective investors must meet the definition of an 
Accredited Investor as defined by Regulation D, promulgated under the Securities Act of 1933, as amended. There 
are two common categories of accredited investors:

1) Any natural person whose individual net worth or joint net worth with that person's spouse, at the time of 
his purchase, exceeds $1,000,000. Net worth excludes equity in primary residence.

2) Any natural person who had an individual income in excess of $200,000 in each of the two most recent 
years or joint income with that person's spouse in excess of $300,000 in each of those years and has a 
reasonable expectation of reaching the same income level in the current year.

Other categories do exist. Please contact Source Capital or WhiteHaven Capital for specifics or refer to the Private 
Placement Memorandum and Subscription Agreement.

Timing

The property is expected to close escrow around the 1st of September, 2018. Investors will be admitted on a first 
come, first served basis. The partnership will accept $3,700,000 in subscriptions, and once that amount has been 
raised the fund will close unless the Manager determines that there is a need to raise additional capital.

Subscriptions

This informational property package is not an offer to sell securities. An offer to sell securities can only be made via 
the Confidential Private Placement Memorandum. If you are interested in subscribing to this investment, please 
request a copy of the Confidential Private Placement Memorandum and Subscription Agreement.

To obtain a copy of the Confidential Private Placement Memorandum, contact:

SILVER TREE

COMMITMENT INSTRUCTIONS AND TIMELINE

Sam Grooms
602.926.0181

Sam@WhiteHavenCapital.com

Ben Leybovich
419.302.1565

Ben@SourceCapital.net

mailto:sam@whitehavencapital.com
mailto:ben@SourceCapital.net



