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HERE COMES
THE SUN
By Gary Carmell

CALENDAR OF EVENTS
September 6, 2021
Labor Day Holiday
CWS Offices Closed
September 15, 2021
3rd Quarter 2021
Est. Tax Payments Due
October 15, 2021
2020 Tax Return Extensions Due
October 29, 2021
3rd Quarter 2021
Quarterly Reporting Packages Mailed
November 25-26, 2021
Thanksgiving Holiday
CWS Offices Closed
December 24, 2021
Christmas Eve Holiday
CWS Offices Closed
December 27, 2021
Christmas Holiday (Observed)
CWS Offices Closed
January 3, 2022
New Year’s Day Holiday (Observed)
CWS Offices Closed

www.cwscapital.com

As we have communicated over the
past year, we felt as if we had built
up strong defenses to help weather
the Covid storm. Of course when it
started we had no idea how bad it would get. What we did
know, however, was that the Federal Reserve was going to
aggressively lower interest rates to do its part to help the
economy through the pandemic-induced shut down. And
with approximately 83% of our debt being variable-rate,
we would see a material drop in our interest costs. This, in
combination with a temporary, yet material, reduction in our
capital expenditures, would enable us to absorb whatever
impact Covid would have on our revenues via lower
occupancy and/or rents, non-payment, and the waiving of
certain fees required by law.
Our revenues ended up coming in higher than expected
as we collected approximately 98% of what we billed on a
portfolio basis (of course individual properties could differ
materially). Our properties tend to be located in lower cost,
high growth suburban areas that benefited from the changing
consumer preferences for housing with the overnight advent
of remote work in the economy. Our residents also prioritized
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paying their rent and fortunately did not experience the hardship that so many others did
who lost their jobs during Covid. Our revenues did drop approximately 5% in 2020, but our
cash flow increased by approximately 50% as a result of much lower interest expense and
reduced spending on capital projects. This enabled us to increase distributions on a portfolio
basis while still maintaining healthy cash balances at our properties. This has continued to be
the case even after absorbing another blow with the Great Freeze in Texas that damaged
nearly 3,000 of our units. Fortunately, our insurance coverage has been adequate to fund
the repairs and our Capital Projects teams have the skills and capacity to implement those
required repairs under the close supervision of our Asset Management team.
Now that it would appear that the worst of Covid’s impact may be behind us, absent a new,
vaccine-resistant variant that is highly transmittable, we are optimistic about some of the
trends we are seeing. On a macro basis we should continue to benefit from our variable rate
exposure as the Federal Reserve is not expected to raise short-term rates until 2023 at the
earliest, although some market indicators suggest it may be as early as late 2022. Given our
average floating interest rate is approximately 1.80% right now, we are still quite a bit below
the more typical 3% to 4% range that we have experienced. In fact, as the following graph
shows, the market does not expect rates to be materially higher in 10 years.
Fed Funds Rate in 10 Years
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What’s more important for us is what the average rate will be for 30-day LIBOR, which is the
index upon which most of our floating-rate loans are based, although this will be going away
in a couple of years and a new index will replace it. Based on mathematical calculations, one
can interpolate what investors think future rates will be for 30-day LIBOR. Fortunately there
are companies that carry out these calculations and share them with us. Based on the recent
forward curve, 30-day LIBOR is projected to average 1.18% over the next 10 years. Based on
our current weighted-average spread over LIBOR of approximately 1.70%, this would keep
our average interest rate for our floating-rate loans at less than 3%, although obviously higher
than what we’re paying today by a bit more than 1%.
With more companies and workers seeing the benefits of being in the cities in which we’re
invested (e.g. Austin, Phoenix, Denver, Raleigh, Atlanta), we believe we are very well-positioned
from a portfolio standpoint. In addition, despite the red-hot housing market, we may be seeing
some concerns among prospective buyers due to affordability issues even with interest rates
being historically low. The following charts display deteriorating optimism in terms of buying
a home and a greater belief that now is an ideal time to sell a home.
“Good Time to Sell a Home”: Fannie Mae NHS Survey

“Bad Time to Buy a Home”: Fannie Mae NHS Survey
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Operationally we’re starting to see the cloud layer lift and the sun shining through. On a
portfolio basis our average rent per occupied square foot was $1.45 during the first quarter
of 2020. Today, they are slightly lower at $1.44, but this is a bit misleading as it is masking some
very strong recent growth. For example, the following table shows how our pricing power has
improved materially over the last three months (April, May, and June).
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New Resident Leases

Existing Residents Renewals

Totals/Averages

Number

3,679

6,433

10,112

% of Leases Signed

36.4%

63.6%

N/A

Average Rent

$1.68

$1.52

$1.58

Avg. Rent per Sq. Ft./Avg. Property
Rent per Sq. Ft.

+16.7%

+5.6%

+9.7%

The rents being attained from new people moving in to our communities are materially higher
than renewals. This is not atypical when markets are strengthening and it is more palatable to
obtain much higher rents from new people moving in than from current residents renewing.
Over time most units end up obtaining market rents as the average resident tends to stay
about two years. There are other times when the opposite is the case when existing residents
pay rents that are higher than new customers. As mentioned earlier, it tends to even out over
the long-term. Overall, however, we are very pleased with the average rent being attained for
new leases and renewals being close to a 10% increase as compared to the average in-place
rent in our portfolio.
On a property-by-property basis some results are quite startling, particularly in urban areas.
With that being said, however, they also got hit incredibly hard as people fled cities for less
dense locations. So the real question is where were the rents, how far did they come down,
and what is happening with new leasing activity?
The Clark is a very high-quality community we built that is located in urban Austin. It got off
to a great start and then Covid hit. Here are some of the pertinent statistics comparing where
we are today versus one year ago.
THE CLARK
1st Quarter 2020

2nd Quarter 2021

Change

Occupancy

85.6%

95.3%

+9.7%

Average Rent per Sq. Ft.

$2.88

$2.55

-11.5%

Although The Clark’s occupancy improved quite a bit, the average in-place rent dropped
materially at 11.5%. The second quarter leasing activity was quite impressive however. Here is
the same table as used above for the CWS same store portfolio but just for The Clark.
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THE CLARK
New Resident Leases

Existing Residents
Renewals

Totals/Averages

Number

52

40

92

% of Leases Signed

56.5%

43.5%

N/A

Average Rent per Sq. Ft.

$3.28

$2.93

$3.13

New Rent % Change vs
Previous Rent

+24.6%

+5.4%

+16.3%

New. Rent per Sq. Ft./Avg.
Property Rent per Sq. Ft.

+28.6%

+14.9%

+22.3%

One can see a similar phenomenon as the overall portfolio in that the new resident lease rates
are quite a bit higher than current residents renewing their leases. This is probably overstating
the gap, however, because the small number of leases signed for any one property can differ
in the average size of the units whereas this is not an issue at the portfolio level. Larger units
tend to command a smaller rent per square foot because customers are more focused on the
absolute dollar of the rent, which can hit a ceiling for bigger units. The new resident leases
were for an average unit size of 725 square feet, whereas for existing resident renewals they
were 8% larger at 783 square feet, which makes the rent obtained for these units even more
impressive. The average size of a unit at the property is 775 square feet so the renewals are
more representative of the overall property.
One way of taking the unit size differential out of the analysis is to just look at how much the
rent changed for the same unit compared to what the previous occupant paid or the current
resident was paying on his old lease. New residents signed leases at rates that were 24.6%
more than the previous ones and renewing residents saw their rents increase by 5.4% for a
weighted average increase of approximately 16%. The increase for renewing residents was
substantially less because the rents they were paying were quite a bit higher (12%) than those
who vacated their units and left the community. This is a good thing because it brings existing
residents closer to market rates and repopulates the community with residents who are able
and willing to pay substantially higher rents that the departing residents could or would not.
If these trends hold one year from now, then we will have recovered all that we lost and be
substantially ahead of where we are today.
I’ll give two more examples to show how what had stayed strong during Covid continues to
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gain even more strength as we come out of it. One is a property in the Phoenix area, Marquis
Sonoran Preserve, and the other is in the Charlotte area, Marquis at Morrison Plantation.
MARQUIS SONORAN PRESERVE
1st Quarter 2020

2nd Quarter 2021

Change

Occupancy

95.1%

95.9%

+0.8%

Average Rent per Sq. Ft.

$1.23

$1.34

+8.9%

MARQUIS SONORAN PRESERVE
New Resident Leases

Existing Residents
Renewals

Totals/Averages

Number

29

51

80

% of Leases Signed

36.3%

63.4%

N/A

Average Rent per Sq. Ft.

$1.73

$1.39

$1.51

New Rent % Change vs
Previous Rent

+24.5%

+7.3%

+13.5%

New Rent per Sq. Ft./Avg.
Property Rent per Sq. Ft.

+29.1%

+3.7%

+12.7%

MARQUIS AT MORRISON PLANTATION
1st Quarter 2020

2nd Quarter 2021

Change

Occupancy

93.3%

97.1%

+3.8%

Average Rent per Sq. Ft.

$1.15

$1.20

+4.4%

MARQUIS AT MORRISON PLANTATION
New Resident Leases

Existing Residents
Renewals

Totals/Averages

Number

35

43

78

% of Leases Signed

44.9%

55.1%

N/A

Average Rent per Sq. Ft.

$1.47

$1.27

$1.36

New Rent % Change vs
Previous Rent

+22.2%

+7.6%

+14.2%

New Rent per Sq. Ft./Avg.
Property Rent per Sq. Ft.

+29.1%

+3.7%

+13.3%

Similar to the rest of the portfolio, these two properties had increases that were materially
higher for new leases than renewals. Overall the increases were still impressive even with the
Continued on Page 7
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uninterrupted growth experienced during Covid. This was strength begetting more strength
which was obviously an ideal set of circumstances, particularly since these two properties also
benefitted from the lower interest costs from having variable-rate loans. One can see how
30-day LIBOR dropped precipitously during Covid and this benefitted not only these two
properties (in addition to The Clark), but all of our floating rate loans.
1-Month London Interbank Offered Rate (LIBOR), based on U.S. Dollar
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Given the trends we are seeing, we are optimistic about our potential to grow revenues
over the next year. And while we will not benefit from a drop in interest rates, since LIBOR
cannot go much lower and our loan agreements don’t allow us to capture any benefits from
negative rates, we should still be in a relatively healthy position from a cash generation and
working capital standpoint in case there is an unexpected drop in revenues, higher rates, or
unanticipated material expenditures. The sun appears to be breaking through the clouds and
we look forward to capturing some of the growth that its energy should bring.
Investment opportunities offered by CWS Capital Partners LLC are through an affiliated entity, CWS Investments. CWS
Investments is a registered broker dealer, member FINRA, SIPC.
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MAKE SIGNING EASY WITH
DIGITAL SIGNATURES

Q. What is a digital signature?

A. A digital signature, similar to one’s handwritten signature, is
unique to each signer. CWS digital signatures use a standard,
widely accepted format via the DocuSign® platform which
provides industry standard acceptance and security. Although
signing paper is an option available to you, we believe digital
signing provides a faster and more secure way for investors to
sign documents than physically sending documents through
the USPS or express mail services.
Q. How will I know when I have something to sign?
A. As with all documents posted to your investor portal, you
will receive an email listing new documents. If one of the
documents requires a signature, your email will contain the
text, “To sign digitally, click here.” In addition, we’ve added a
new alert on your dashboard whenever you have required
documents to sign. Clicking the link in the email or on the
dashboard will take you directly to the Documents to Sign screen.

You have a document
to sign. Click Here.

Q. How do I sign up for digital signatures?
A. After logging in, go to Digital Signing then Sign Up/Revoke and click Request Ability to Sign
Continued on Page 9
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Digitally. Before you can sign digitally, you will be asked to complete a one-time onboarding process
that demonstrates your ability to download and digitally sign a document as required by law. As
part of this process, you will be asked to authenticate your identity which requires you provide your
address, date of birth, and last 4 digits of your Social Security Number. You will then be asked a series
of questions specific to your identity. If completed correctly, you will then receive a notification at
the end that you are now able to sign documents digitally, and your status on the Sign Up/Revoke
screen will be Enabled. Though this process takes just a few minutes, we suggest you complete this
step now so that you will be ready to sign digitally when the time comes.
Q . How can I review documents before I sign them and can I get a copy of my signed version?
A. You should review documents before you begin the signing process, especially if multiple signers
are involved. If multiple signers are all required to sign, then the one that initiates the process first
will be the only one able to mark decisions. The other signers will only be able to sign. You can each
review the document either from the My Documents menu or from the Documents to Sign screen.
Just click View below the document you want to see. Once you have signed a document, the signed
version is available to View or Save from the My Documents menu within about two minutes of
signing by the last signer. (Hint: Click the green Recent Document button at the top of the dashboard
to see the documents last uploaded.) You can also download multiple documents at once from
the My Documents menu or Documents to Sign screen by checking the box under the Download
header then clicking Download at the bottom.
Need help with digital signing? Log in then go to Digital Signing then Digital Signing Help
(https://www.cwscapital.com/members/digital-signers-faq/ ) for videos and downloadable
help documents or call Investor Relations at (800) 466-0020.

Apartment Portfolio
PERFORMANCE SUMMARY
1/1/21 - 6/30/21

Number of Properties: 101

Actual

Budget

Variance

%

Total Revenue

$244,414,226

$239,264,868

$5,149,358

2.15%

Total Operating
Expenses

$112,789,901

$118,216,877

$5,426,976

4.59%

Net Operating
Income/(Loss)

$131,624,325

$121,047,991

$10,576,334

8.74%

Revenue - when actual is greater than budget, result is a positive variance
Operating Expenses - when actual is greater than budget, result is a negative variance
NOI - when actual is greater than budget, result is a positive variance
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2021 CWS “VIRTUAL”
ANNUAL PARTNERS
MEETING

Continued on Page 11
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CWS would like to thank all of our investors and guests who took the time to
participate in our 2021 Annual Partners Meeting which was held virtually on
April 21, 2021 via Zoom.
The meeting began with Partner Gary Carmell speaking about the “Power of our Platform,”
which is our theme for this year. In addition to the significant
challenges brought about by the global pandemic, another
disaster hit the state of Texas from the Great Freeze when
it experienced a drop in temperatures to record-breaking
freezing levels and damaged approximately 3,000 of our
units. With the help of a strong platform, which we have
been building over the past 52 years CWS has been in
business, we believe we will not only make it through
these difficult times, but also thrive as we come out
of it.
Partner Mike Engels began his presentation
with an operational overview of how CWS’
same-store properties performed over the past 12 months ending March 31,
2021. Mike noted that while Net Operating Income was down year-over-year due in part to
increased concessions and bad debt affecting revenues and higher expenses stemming from
increased taxes and insurance costs,
there were also some positives including
that our properties overall collected
approximately 98% of our billings, our
physical occupancy increased, and our
overall interest expense fell significantly
with our variable-rate loans as 30-day
LIBOR dropped to record lows. He also
spoke of key hallmarks that helped CWS
manage through the pandemic that
included a Covid committee comprising of senior leadership. The committee was focused on
the health and safety of our employees and residents and adopted the approach of hoping
Continued on Page 12
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for the best and expecting/planning for the worst and, when in doubt, over-communicate.
Lastly, Mike gave a sincere thank you to the CWS team members for their sacrifice and
perseverance and to our investors for their unyielding support and encouragement during
what were very challenging times.
The next presentation followed with
Gary, who compared our business to
a plant which requires plenty of water,
nurturing, and nutrients to grow. The
nutrients to our business include being
in the right business (essential need,
multifamily assets), in the right locations
(where renters are moving to), with the
right investors (long-term orientation,
staying power, aligned expectations),
with the right financing (variable-rate loans, optionality, lower cost of funds). Gary supported
the decision to have over 80% of CWS’ loans in variable rate structures by highlighting the
starting rate advantage versus fixed-rate loans, the ability to pay off loans without exorbitant
penalties, and that CWS has saved over $50 million in interest when compared to their fixed
rate equivalent at the time the loans were made, exclusive of pre-payment penalty savings.
Following Gary was Co-founder and Chairman Steve Sherwood who expressed how
important every single person is on the team and how they are responsible for the success
of CWS. Steve discussed the position of
CWS in the multifamily industry, market
conditions (pre- and post-Covid),
and what to expect over the next 18
months. Being in 11 major markets and
having strong relationships with many
of the best brokers in the business has
benefited CWS by having access to
off-market opportunities. We apply
our knowledge base from our own
Continued on Page 13
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properties within the same regions and expertise from our teams to assess prospective
acquisitions. In addition, we have a reputation of being able to raise capital and are also
designated as a “preferred borrower” by both Fannie Mae and Freddie Mac, which is a
testament to CWS being a reliable buyer and closer in the marketplace. Among real estate
as an asset class, CWS is benefiting from being in multifamily, one of the most favored classes
(along with industrial) compared to others that have struggled during the pandemic such as
hotels, office, and retail. Steve concluded his presentation by expressing the benefits of the
fund structure and how CWS keeps preservation of capital as a top priority.
The final presentation was given by Co-founder and Board
Member Bill Williams who shared his life lessons with
regard to apartment investing. Having been an investor
with CWS for over 52 years, Bill expressed his confidence
in the management team. He communicated the many
benefits of real estate investing, which include long-term
appreciation, depreciation that can offset income, and
the value of a tax deferred 1031 exchange.
We thank you for your trust over the past 52
years in allowing CWS to represent you in
owning, managing, and building apartments.
We feel a great sense of honor and responsibility to
preserve your hard-earned capital, to provide timely and relevant communication, and to
deliver exceptional returns.
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INVESTOR RELATIONS
RECAP 2Q 2021
For more information on CWS investment opportunities, contact Marcus Lam at
(800) 466-0020 ext. 1011 or mlam@cwscapital.com.
SALES and/or ACQUISITIONS
Marq Perimeter (Dunwoody, GA) – On April 16, 2021, we closed on the acquisition of
Marq Perimeter (formerly known as Perimeter 31). The property is located approximately
15 miles north of downtown Atlanta in the city of Dunwoody, Georgia within the attractive
Perimeter Center submarket, which is one of Atlanta’s largest employment centers with
over 33 million square feet of office space. Built in 2001, Marq Perimeter has a total of 416
units averaging 1,057 SF and is currently 95% occupied. We are most excited about this
opportunity due to its desirable location in Atlanta and its surrounding large and well-known
employers, its expected post-pandemic recovery and large job gains projected within the
next few years, its lack of new development expected until 2023, and its significant value-add
upside as the previous owner achieved strong rent gains on upgraded units, which we will
continue to implement.
Marquis Downtown Lofts (Houston, TX) – The sale of Marquis Downtown Lofts
closed on July 14, 2021. More information on the sale will be available soon on the CWS
Investor Portal.
Marq at Iliff Station (Aurora, CO) – We are currently in the process of acquiring a
property known as Marq at Iliff Station. Built in 2020, this urban-style Class A+ luxury apartment
community offers 316 spacious units with upscale amenities such as stainless steel appliances,
quartz countertops, wood-style plank flooring, and nine-foot ceilings with select units having
14-foot ceilings. The property is located adjacent to the Iliff Light Rail Station, which provides
daily access to the Denver Tech Center, Downtown Denver, and the Denver International
Airport. Our investment strategy behind this acquisition is to take advantage of property and

Continued on Page 15
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retail sales tax reimbursements from a Tax Increment Financing agreement with the Aurora
Renewal Authority which should increase property cash flow, to increase rent levels as recent
rents are well-above the existing in-place rent roll due to the initial lease-up that occurred
during the pandemic, its strong location to jobs and the light rail transportation, and its lack
of competition within three miles of the property. As of this writing, the purchase is projected
to close on July 28, 2021.
Marq on Voss (Houston, TX) – We are currently in the process of selling Marq on Voss.
As of this writing, the sale is projected to close on August 23, 2021.
REFINANCES and/or SUPPLEMENTAL LOANS
Preserve at Ballantyne Commons (Charlotte, NC) – On April 29, 2021, we completed
a HUD loan modification that reduced the property’s fixed interest rate from 4.03% to a new
fixed rate of 3.30%.
Marquis at Sugarloaf (Duluth, GA)
– On June 30, 2021, we completed the
refinance of the property’s amortizing
fixed-rate loan of 3.37% into a new lower
variable-rate loan. The new loan has a
current interest rate of 1.95% (30-day
SOFR plus 190 basis points) with a new
10-year term and full-term interest-only
payments. In addition, the property was
able to reserve cash for future capital
expenditure needs as well as distribute
a one-time payment of excess refinance
proceeds to investors.
OFFERINGS
Please contact Marcus Lam if you are interested in investing opportunities with CWS by
calling 800-466-0020 ext. 1011 or emailing mlam@cwscapital.com. Investors may also visit
our website at www.cwscapital.com and log in to their account to learn more about our
current offerings.

Page 15

CWS INVESTMENTS PRIVACY NOTICE
We provide this notice to our individual investors as required by
regulations adopted under the federal Gramm-Leach-Bliley Act
in order to inform you about our policies with respect to the nonpublic personal information we maintain about you. We have
been sensitive about the personal information we have received
regarding our investors and plan to continue that tradition.
In connection with our private investment activities, we collect
and maintain non-public personal information from the
following sources:
•	Information we receive from you in subscription 		
agreements, investor questionnaires, applications 		
or other forms or in other communications; and
•	Information about your transactions with us, any 		
of our affiliates or others.
CWS may share nonpublic personal information to unaffiliated
third parties only under the following circumstances: (i)
disclosure of account and transaction data to other financial
institutions, auditors, attorneys, or regulators to facilitate your
investment or as required (or requested by law enforcement)
and permitted by law or regulation (ii) disclosure of personal
information in limited circumstances to perform background
checks as required by law, (iii) disclosure of your personal contact
information to companies that help us service your accounts
or assist CWS in reaching out to investors for activities such
as annual meetings, special votes, or new offerings. We have
contracts with these companies that prohibit them from using
your personal information for their own purposes. Outside
of these limited exceptions, CWS will not share your personal
information with third parties unless you have specifically
requested that information be released to them.
California consumers have the following rights under the
California Consumer Privacy Act (the “CCPA”):
•	Right to know – You have the right to request disclosure
of the categories, and specific pieces of personal
information CWS has collected. You should know CWS
does not sell investor information to any third party.
You have the right to know if, and what, information we
disclose to third parties for business purposes within the
last 12 months.
•	Right to request deletion – You have the right to request
CWS delete your personal information it has collected.
•	Right to not be discriminated against – You have the
right to not be discriminated against because you have
exercised your rights under the California CCPA.
We intend to maintain non-public personal information of our
former investors and apply the same policies to that information
that apply to current investors. We employ physical, electronic
and procedural safeguards to protect your non-public personal
information in our possession or under our control.
We reserve the right to change our privacy policies and this
Privacy Notice at any time. The examples contained within this
notice are illustrations only and are not intended to be exclusive.
This notice complies with the privacy provisions of the GrammLeach-Bliley Act. You may have additional rights under other
United States or non- United States laws that may apply to you.
Please contact Investor Relations at (949) 640-4200 or
investorrelations@cwscapital.com if you have anyquestions.
Investment opportunities offered by CWS Capital Partners LLC
are through an affiliated entity, CWS Investments.
CWS Investments is a registered broker dealer, member
FINRA, SIPC.
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PURPOSE:
ENHANCING LIVES
THE CWS WAY

VALUES:
A DEMAND FOR EXCELLENCE WITH
A SENSE OF URGENCY
A RESPECT FOR PEOPLE
REQUIREMENT FOR PROFITABILITY
AND SUSTAINABILITY
HONORING OUR WORD
ETHICAL DEALINGS ARE PARAMOUNT
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