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Agenda

10:30 - 12:30 ▪ Financial Overview

▪ Taxes & Dividends

▪ Property Operations

▪ Southern Towers Postmortem

▪ New Apartment Buildings

▪ Development Updates

▪ Special Dividend



▪ Overall financial health / liquidity / durability

▪ Still cautious of unknowns

▪ Tremendous team effort 

▪ Hotel industry underperformed / limited exposure

▪ Disposition accomplished

▪ Acquisitions underway

▪ Rocketts excellent year

▪ Development of Ames and Ballston re-started

▪ Dividends maintained

▪ Weekly Board support



Financial Results
Snell Properties



2020 Budget vs. Forecast

Forecasting cash flow to be down $4.6M as compared to 2020 budget and down 2.26M from 2019.

2019 2020 2020 $

Actual Budget Forecast Change

Multifamily Cash Flow $24,660,000 $26,940,000 $26,420,000 ($520,000)
Office Building Cash Flow $2,210,000 $2,580,000 $2,290,000 ($290,000)
Hotel Cash Flow $1,830,000 $2,230,000 ($1,070,000) ($3,300,000)
All Other Cash Flow $2,790,000 $3,310,000 $1,980,000 ($1,330,000)
Debt Service ($12,070,000) ($12,160,000) ($10,790,000) $1,370,000
Total Property Cash Flow $19,420,000 $22,900,000 $18,830,000 ($4,070,000)

Snell's Operating Expense ($4,390,000) ($4,920,000) ($5,390,000) ($470,000)
All Other Expenses ($690,000) ($1,300,000) ($1,360,000) ($60,000)
Total Expenses ($5,080,000) ($6,220,000) ($6,750,000) ($530,000)

Cash Flow Before Dividends/ Projects $14,340,000 $16,680,000 $12,080,000 ($4,600,000)

Operating Cash Flow



Dividend Recap

• Reduced the 2020 estimated tax liability due to completion of Southern Towers sale and anticipated additional tax write-offs.  

• The 2020 projection maintains our 7% growth of the estimated net disposable portion of the dividend.

• We will update the tax forecast for fourth quarter and again at year end, but taxes look again very favorable.

Actual Actual Projected Actual Actual Actual Estimated
2018      

Full Year
2019      

Full Year
2020      

Full Year
1st Qtr. 2nd Qtr. 3rd Qtr. 4th Qtr.

Estimated Tax Dividend (G2 rate) 5.38$      8.23$      6.52$      2.26$       2.26$       1.00$       1.00$       
Estimated Net Disposable 25.04$    26.79$    28.68$    7.17$       7.17$       7.17$       7.17$       
Special Dividend 9.58$      8.98$      12.80$    2.57$       2.57$       3.83$       3.83$       
Total Gross Dividend 40.00$    44.00$    48.00$    12.00$     12.00$     12.00$     12.00$     

2020

BASED ON THE AVERAGE BLENDED G2 TAX RATE of 36.27%

Calculation of Gross Dividend



Southern Towers vs Replacement Properties

Southern Towers
Annualized 2020 

Cash Flow
Replacement Properties

Est. 2021   Exchange             
(3-assets)

Est. 2021   Exchange             
(5-6-assets)

Est. 2022   Exchange             
(5-6-assets)

Snell's Share of Cash Flow 7,205,000$            Estimation of Cash Flow 7,513,704$                  8,084,204$                  9,977,474$                    

Accl. Depreciation [1 yr] -$                        Accl. Depreciation [1 yr] -$                                 25,740,000$               -$                                   
Annual Depreciation [27.5 yrs] -$                        Annual Depreciation [27.5 yrs] -$                                 5,304,000$                  5,304,000$                    
Existing Depreciation 1,285,000$            Existing Depreciation 1,285,000$                  1,285,000$                  1,285,000$                    

Total Depreciation 1,285,000$            Total Depreciation 1,285,000$                  32,329,000$               6,589,000$                    

Accl. Depreciation Tax Benefit -$                        Accl. Depreciation Tax Benefit -$                              10,296,000$               -$                                
Annual Depreciation Tax Ben. 514,000$               Annual Depreciation Tax Ben. 514,000$                     2,635,600$                  2,635,600$                    



Operations
Snell Properties



Operations

Multi-family
– Southern Towers is someone else’s problem
– Improvements at Bell Partners
– Embry Management Services
– Lincoln Property Company
– Asset Management

▪ Collections
▪ Leasing
▪ CapEx
▪ 2021 Budget



Operations

Hotel
– Forecasted room revenue for year is $1.85M
– Overall loss of +$1M this year
– Full recovery for hospitality sector unclear / success of vaccine 



Operations

Offices
– +90% empty
– Rental payments holding up well
– Expecting future delinquencies and 

defaults
– Leasing non-existent
– Timing end of all leases for development



A Brief History of the Sale of 
Southern Towers

Snell Properties
September 14, 2020



The Back Story

SOUTHERN TOWERS 
BUSINESS PLAN
2017-2019

▪ After successful completion of Graham renovation and the approval of 
the Beauregard Small Area Plan, the partners had numerous options 
for crafting a business plan that would chart the future of Southern 
Towers.

▪ Despite a multi-year effort to come to agreement on such a plan (and 
significant design and planning work done on the Sherwood and 
Stratford renovations), forward movement was slow.  It also seemed 
unlikely that our partners would cooperate in advancing any new 
development.

▪ Under continued pressure, including offers from Snell to purchase the 
development sites at market value, and insistence on converting to a 
Tenants-in-Common structure to give us future flexibility, the 
Caruthers approached Snell with an initial proposal that would allow 
us to sell Southern Towers in a tax efficient manner.



The Structure

HOW IT WORKS

▪ Southern Towers, L.L.C. (the partnership) sells the Southern Towers 
property.

▪ Southern Towers, L.L.C. uses the sales proceeds to purchase new 
properties and thereby avoid tax on the sale.

▪ Although the new buildings will be owned by the partnership, the 
partners each have the authority to choose half of the replacement 
properties, have complete discretion in the day-to-day management of 
those properties, and receive most of the economic benefit of those 
properties.

▪ In the future, the partnership has built in flexibility for multiple courses 
of action.



Making a 
Decision

EVALUATING THE 
CONCEPT
SUMMER 2019

Risks we evaluated:
▪ Tax risk
▪ Ability to replicate cash flow from Southern Towers
▪ Exposure to management decisions made by our partners, who would also have 

rights to manage half of the new properties that the partnership would own after the 
sale of Southern Towers. 

Ultimate rationale for moving forward:
 Tax risk acceptable based on extensive consultation with numerous experts
 Business risks manageable through terms to be negotiated with Caruthers
 Confidence that we could maintain cash flow given an appropriate strike price
 Value of taking control of assets that equal nearly half of Snell’s asset value
 Opportunity to accelerate longer term business goal of geographic diversification



A&R Operating 
Agreement

THE SAUSAGE MAKING
AUG-DEC 2019

Operating Agreement amended and restated to address:
▪ The marketing and sale of Southern Towers
▪ Structuring of 1031 like kind exchange
▪ Process for pursuing and acquiring replacement properties
▪ Ongoing management of replacement properties

Key Snell deal points:
 Reduction in each partners exposure to the economics of the other’s properties
 Ability to purchase replacement properties outside DC Metro
 Significantly expanded definition of acceptable replacement property types
 Ability to fully leverage exchange properties and use proceeds to buy additional 

properties

Amended and Restated Operating Agreement executed Dec 27, 2019



Marketing and 
Sale Process

FALL 2019 – SUMMER 
2020

Marketing and Sales Timeline:
▪ July 2019 - Interview four leading multifamily brokerage teams and select CBRE
▪ Fall 2019 – Agree to target launch of marketing after Jan 1, 2020 to lead into 

prospect meetings at annual NMHC meeting; develop marketing collateral
▪ Fall 2019 – Collect a mountain of seller deliverables for virtual deal room
▪ Jan 7, 2020 – Launch marketing
▪ Feb 19, 2020 – Initial offers due; ultimately 68 individual groups tour property and 

24 offers are received
▪ March 2020 – Through a second round of offers, two leading bidders emerge (CIM, 

Harbor Group), who we interviewed on March 6.  Both groups highly qualified and 
impressive but CIM had the edge (particularly willingness to put up significant non-
refundable deposit money at PSA signing)

▪ Week of March 9 – Negotiate minor PSA terms
▪ March 12 – Morning principal call to resolve final PSA issues – execution of 

contract planned prior to close of business
▪ Later on March 12 – Dow drops 10%; CIM calls to say that they are not moving 

forward



Life after
March 12

GETTING UNDER 
CONTRACT

Next Steps:
▪ CBRE continues to communicate with all bidders and reaches out to additional 

groups
▪ CIM reemerges;  pricing reflects new realities in the market but still well above the 

strike price we agreed to that allowed Snell to maintain the level of cash flow from 
Southern Towers

▪ Pike 3400 deposit issue; deadlines to get under contract and close; strike price
▪ Snell ultimately able to argue in favor of CIM, match CIM timeline in our agreement 

with Caruthers, and raise strike price by nearly $30M, protecting our downside
Final Resolution:
 Under contract on May 20
 Weaker position with no hard deposit money at contract signing
 Several fire drills at key contract milestones, including extension of due diligence
 Able to telegraph limited flexibility on terms given our partnership structure and 

hang in there with no re-trades on major terms.
 Team begins to breathe easier on July 24 when DD ends and CIM has $20M of 

non-refundable deposit up.
 We close on August 19!



No More Late Night Calls!
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