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INTRODUCTION

Lockwood and Mead Real Estate Investment Group is 
pleased to offer an investment opportunity focused on  
A+ property acquisitions in “five diamond” markets.
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THESIS

• Luxury real estate is a product with very limited supply, but a 
growing list of potential users – we expect this trend to continue.

• The demand and market is most acute in locations with an 
international aspect to them such as New York, Boston, San 
Francisco and Miami Beach.

• These are the markets in which we are looking to be active. 

• We believe there are attractive current returns as well as 
significant upside in this property type. 
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TRACK RECORD

• Our Principals have built, renovated, developed marketing 
plans for, sold and purchased this exact property type on both 
our account and for the accounts of others. 

• Our biggest value add is that we have performed our plan - it is 
based on direct, recent and applied knowledge.  

• We have deep understanding and insight into the operative 
nature of this space.
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TRACK RECORD
• Portfolio Manager Frank Farricker has been involved in all facets of real estate 

development, investment, structuring and sales. Key accomplishments include:
– the sale of over $200 million in luxury real estate in New York, New Jersey, Connecticut, Florida and California,
– the acquisition and disposition of a portfolio of $100 million of property in Manhattan and Brooklyn, NY, 
– the redevelopment of over 1000 units of housing in Connecticut,
– $141 million of properties acquired on behalf of investors (pooled structures) in Past 6 Years (NY, NJ, CT, MA, FL, CA)
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MARKET OUTLOOK: MANHATTAN
• According to The Corcoran Report 

2Q, 2013 for Manhattan, “Market 
wide inventory continued its steep 
descent, dropping 25% compared to 
Second Quarter 2012. This is the 
ninth consecutive quarter of year-
over-year decline. Inventory is now 
52% below its peak in First Quarter 
2009. 

• Despite this drop, number of sales 
increased 4% as consumers took 
advantage of low mortgage rates 
and were incentivized by the rise in 
rental prices over the past two 
years.
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MARKET OUTLOOK: MIAMI
• In Miami, inventory of 

condo and single-family 
luxury homes declined 
12% in Q2 2013 from 
the prior year quarter, 
continuing a trend of 
tight inventory in the 
luxury market.

• Despite the decline in 
supply, the number of 
sales rose 15.4% above 
the prior year quarter.
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MARKET OUTLOOK: BOSTON

• Key Boston markets such as Back Bay and Beacon Hill show 
declines of up to 40% in inventory since 2009, with a 
corresponding increase of cost per square foot across the 
board, demonstrating the upward economic pressures of a 
tightened market. 

• We expect Manhattan, Miami, Boston and other markets of 
this nature to continue to display the current supply and 
demand trends for the foreseeable future.
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INVESTMENT PROCESS
• DEAL SOURCING:  We look to purchase units of the highest quality in the three 

markets where we are directly active on the ground (New York, Greenwich, 
Boston), and through our proven strategic alliances in other markets.

• INVESTMENT REQUIREMENTS:  Minimum of 4% cash on cash return 
requirement from rental after all costs of operation, including common charges, 
taxes, maintenance and other expenses. Located only in predetermined zip codes 
which have the highest median income and sales averages, on a national basis. 

• Based upon an analysis of future growth, calculating in inflation, elasticity in the 
markets, inventory growth and historic sales, we anticipate a sale of the portfolio 
in Year 3, with an expected 15-18% IRR from equity. 
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PURCHASING CRITERIA
• The purchasing criteria is a percentage of the average rental rate/price per 

square foot in the building purchased. 

• As long as this percentage exceeds 5%, the unit will be considered for the 
fund. 

• EXAMPLE:  A unit costing $1,500 per square foot in New York, which 
has an average rental rate in the building of $80 per square foot will be 
considered. 

• Building costs, tax abatements, and other cost factors will be reflected in a 
final decision, but, otherwise, this approach will ensure both the 
exclusivity level of the building and its financial security for investment. 
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BUILDING PROFILE
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• Full service, class “A+” building with 24 hour services

• Newly constructed or fully renovated since 1999

• Demonstrated ability to achieve rental income in our target zone

• No deferred maintenance issues and strong financial profiles. 



LUXURY UNITS = LOWER RISK
• A typical real estate investment carries significant risk in 

condition, rental risk, collections, unknown costs, vacancy, area 
desirability, tenant profile and building/repair risk.

• Luxury units share virtually none of these issues. 
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COMPETITIVE ADVANTAGE:  
Identifying Mispriced Units

• Our market edge lies in acquiring properties whose prices have been 
negatively impacted due to poor marketing or incorrect pricing 
assumptions.

• Significant examples of mispricing exist, most frequently because of 
personal or other non-transactional reasons:

− Personal relationships with unqualified agents
− Seller overvaluing property resulting in lengthy market time

• The price difference in comparable properties can be high where 
professional direction is absent. This property type is our target 
acquisition.
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MISPRICING EXAMPLE
• The following example from a West Side 2001 new construction is instructive:
• Unit 3D was sold by the Sponsor for $901,151 in 2005, or $1,435 per square foot, which indicated the 

height of the market in Manhattan. Listed for resale in 2009, at arguably the bottom of the market, the 
unit sold with Douglas Elliman for $785,000 in three months. Placed again for resale in 2012, at the 
crest of the current market, Halstead Properties sold the property for $899,000, or almost exactly its 
market top.

• However, Unit 6A, sold for the Sponsor for $1,369,546 in 2005 ($1,501 per square foot) was relisted 
by separate “second tier” agencies between 2009 and 2011, with prices that began at $1,545,000 and 
declined steadily until sold in 2012 for $1,200,000. There are no significant differences in location or 
view in these two units.

• Unit 7C sold from the Sponsor in 2005 for $1,794,665, and was subsequently sold for $1,850,000 by 
Corcoran the following year. The unit has been for sale by a series of “second tier” agencies since 
2008 at diminishing prices with no sale reported.

• However, Unit 17A was sold by the Sponsor for $2,164,799 in 2005 and gradually priced higher by 
successive Douglas Elliman salespeople until its most current sale of $2,500,000 in 2011.

• Each of these units can be compared not only to themselves, but to comparable sales on each 
individual floor. There is a consistency in rental rates, but acquisition prices fluctuate significantly. 
These are the units that we will look to acquire for the fund.
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ACTION PLAN
• The plan calls for the purchase of $20 million of apartments with 

approximately 60% leverage provided by local bank partners on a non-
recourse basis, which anticipates an equity investment of $8 million. 

• The initial target properties are in New York, Greenwich, CT, Miami 
Beach and Boston, MA.

• The Fund Sponsors will incur all the costs of identifying, reviewing, and 
placing property in contract. The Fund will be responsible for all fund 
disposition costs. 

• The Fund is self-liquidating - the proceeds of all transactions will be 
returned to the participants and not reinvested. 
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PRINCIPALS
• The Fund will be directed by Frank Farricker. Frank has been involved in all facets of real estate 

development, investment, structuring and sales for 20+ years. Key accomplishments include the 
acquisition and disposition of a portfolio of $100 million of property in Manhattan and Brooklyn, 
NY, the redevelopment of over 1000 units of housing in Connecticut, and the sale of over $200 
million in luxury real estate in New York, New Jersey, Connecticut, Florida and California. Frank 
has an MA from Columbia University in Real Estate, and is the Chairman of the Board of the 
Connecticut Lottery Corporation, a $1 billion enterprise. 

• Andy Strott has been involved in real estate investment since 2007, focusing on real estate projects 
in China and in the United States, including distressed residential, bridge and mezzanine financing, 
commercial and EB-5 projects. He has successfully advised institutional and High-Net Worth 
investors on commercial and residential development projects in China as well as investment in 
commercial, distressed and luxury real estate in the U.S. Prior to this, he was a senior business 
development executive with top-tier investment managers, working in Europe and the U.S. He 
holds an MBA from Columbia Business School with a focus on Finance and is the Chair of the 
Development Committee for the West Side Campaign Against Hunger.
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TERMS
Fund Size The initial value of the fund is anticipated to 

be $20 million, of which 60% is leverage and 

40% equity, or $8 million to be raised 

Minimum Investment $500,000 

Preferred Return 8% IRR cumulative return, with 80% of 

current positive cash flow distributed semi-

annually 

Fees to Fund Managers 2.5% Management Fee

Carried Interest After payment of cumulative return, 60% to 

investors, 40% to Managers 

End Date Earlier of a) Three Years or 

b) Ability to reach IRR targets 
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PROJECT RETURN SCENARIO
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ADDRESS
UNIT
LOCATION NEW YORK GREENWICH MIAMI BEACH
CONDITION A+ A+ A+

ASKING PRICE 2,000,000$                  3,400,000$                    2,599,900$                    

NET PRICE 2,000,000$                  3,400,000$                    2,599,900$                    

CLOSING COSTS

Title Costs
Title Insurance 8,200$                          13,940$                         10,660$                         
Recording Fees 285$                             285$                               285$                               
Searches 650.00$                       650.00$                         350.00$                         
Title POA 165$                             165$                               165$                               
Condo Endorsement 25$                               -$                                25$                                 
Title Closer/Courier 325$                             325$                               200$                               

TITLE SUMMARY 9,650$                          15,365$                         11,685$                         

Taxes and Fees

Real Property Transfer Tax 8,000$                            
State Tax
Mansion Tax 20,000$                       

TAXES AND FEES 20,000$                       -$                                8,000$                            

Building-Level Costs

Contribution to Super Apt
Seller Attorney
Buyer Attorney 4,000$                          7,500$                            5,000$                            
Working Capital Fund

BUILDING LEVEL COSTS 4,000$                          7,500$                            5,000$                            

TOTAL CLOSING COSTS 33,650$                       22,865$                         24,685$                         

TOTAL

RENTAL
Monthly Rent 9,000$                          20,000$                         13,000$                         
Annual Anticipated Rental Rate 108,000$                     240,000$                       156,000$                       
(Less) Common Charges 15,048$                       30,096$                         31,416$                         
(Less) Property Taxes 6,156$                          24,624$                         17,462$                         

TOTAL RENTAL RETURN 86,796$                       185,280$                       107,122$                       

CAP RATE RETURN 4.27% 5.41% 4.08%
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PORTFOLIO RETURN SCENARIO
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REFERENCED FULL FUND

Acquisition 8,081,100$   20,000,000$ 

Net Income 379,198$       938,000$       

Debt 60% 4,848,660$   12,000,000$ 

Equity 3,232,440$   8,000,000$    

Debt Service @4.5% 218,190$       540,000$       

Management @8% 30,336$         75,040$          

TOTAL 130,672$       322,960$       

Return on Equity 4.04% 4.04%

(80%) 104,538$       258,368$       

Distributed 3.23% 3.23%

SALE Scenario Y3

NET RETURN FROM SALE 28,250,000$ 

Return of Debt Service 12,000,000$ 

Cumulative Return 1,144,800$    

Return of Equity 8,000,000$    

For Distribution 7,105,200$    

To Investors 4,263,120$    

15.3%

To Managers 2,842,080$    
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