Midas Opportunity Zone Fund II

EXECUTIVE SUMMARY
This project is located in Lancaster California within the Antelope Valley
in a growing city of 170,000 people. Lancaster’s downtown is thriving
with hundreds of millions in construction capital spent since 2010.

Lancaster, CA

Mid-2019

107

4 Stories

Market

Project Begins

# of Keys

New Construction

$25 million

50%

14%

8%

Total Funds

Leverage

Net IRR
Target*

Preferred Return

Lancaster California has a city commitment to community development
and is ranked among the fastest‐growing cities in the nation, with a
population increase of 10% since 2010. This hotel will be one of the
newest hotels located in the city center and will be the preferred lodging
choice among corporations and leisure travelers to the area.
This market has extremely limited competition, high barriers to entry and
a strong/growing corporate and aeronautical base. The stable and

DEAL SUMMARY
Owner

Midas Opportunity Zone Fund II, LLC

diverse base of demand drivers, comprised of business and leisure have
proven to be highly resilient in recessions; these businesses have
invested significant capital in the Antelope Valley with plans for further

Franchises

Total Use of Funds

Residence Inn

$25,000,000

growth in the immediate future. Totaling 5,840 acres Plant 42 is the main
construction, modification and test center for the U.S. Advanced Aviation

Equity

$9,000,000 ‐ $12,000,000

Debt

$13,00,000 ‐ $16,000,000

programs. Along with Northrop Grumman and Lockheed and Boeing this
area’s has become an anchor for the Aerospace community.
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*IRR Target shown gross of fees.

Opportunity Zones (OZ) Overview
On December 22, 2017, the Tax Cuts and Jobs Act created a new section of the Tax Code that provides tax incentives
for investments in specified (OZ) areas in the United States through investment vehicles called Opportunity Funds.

Eligible investors include all taxpayers that have unrealized and/or realized capital gains.
The tax incentive summary:
Deferral of Capital Gain
Investors can sell any asset (stock, bond, private company and/or real estate) and the capital gain
generated from the sale that is invested into a Qualified Opportunity Fund shall be excluded from gross
income in the same year.

Reduction of the capital gains tax realized
A step‐up in basis for capital gains rolled into an Opportunity Fund. The basis of the original investment is
increased by 10% if the investment is held by the taxpayer for at least 5 years, and by an additional 5% if
held for at least 7 years. If by December 31, 2026 an investor has held an investment in an Opportunity Fund
for 7 years, then the tax on the initially deferred gain is expected to be reduced by 15%, or reduced by 10%
if by then held for only five years.

No tax on any capital gains from an investment in Opportunity Fund
In the case of any investment in an Opportunity Fund held by a taxpayer for at least 10 years, the basis of
such property shall be equal to the fair market value of such investment on the date that the investment is
sold or exchanged.1 To summarize, after 10 years, from then on there would be zero federal capital gains
tax on profits from the sale of an investment in an Opportunity Fund.

Investors must invest their capital gains in a “Qualified Opportunity Zone Fund” within 180 days of a realized capital gain event.
2 1Sourced directly from www.irs.gov/newsroom/opportunity‐zones‐frequently‐asked‐questions
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A new tax‐advantaged investment strategy for our investors.
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PROJECT OVERVIEW
The Project
Midas Hospitality is pleased to present their newest hotel project:
• 107‐room, 4‐story hotel on Garden Avenue in Lancaster, California.
The Residence Inn Brand by Marriott will bring new energy to the Lancaster lodging market. The hotel will offer travelers an extended stay option located
next to multiple demand generators including a bustling entertainment area located near the Aerospace Valley business district.
The Project anticipates breaking ground in late 2019 with the Residence Inn opening in 2020. The Residence Inn is located in the heart of Lancaster’s
thriving downtown area. This property will be new construction that is a 4‐story, 107 room hotel with meeting rooms, a fitness room, prep kitchen serving
breakfast and an exterior ground floor pool.
The Brand
Residence Inn created and defined the extended stay lodging category. Approximately one third of all business travel room nights are part of an extended
stay. With its unique culture and service model that recognizes the different needs of longer‐stay guests, Residence Inn is optimally positioned to serve
this large market segment. Its mix of suite types and strong value proposition is also appealing to family travel.
Midas Hospitality
Midas Hospitality, www.midashospitality.com, a premier vertically‐integrated hotel management, development and investment group, will manage the
Project. Midas is a hospitality focused real estate investment and management firm which owns and manages 38 hotels, representing 3,758 guestrooms,
1,085 employees, with an additional 8 hotels in the pipeline throughout the Midwest and Southeast United States.
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LANCASTER, CALIFORNIA CORPORATE DEMAND MAP

Distribution Centers

Plant 42
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THE BOULEVARD DISTRICT – LANCASTER, CALIFORNIA

The BLVD District

(1) Lancaster Performing Arts Center
(2) Cedar Performing Arts Center
(3) Museum of Art & History (MOAH)
(4) Regency Theatres
(5) Underground Bowling Lounge
(6) Pour d'Vino Wine Lounge & Bistro
(7) The Brooklyn Deli
(8) Zero Degrees ‐ Frozen Custard
(9) Modern Tea Room
(10) Starbucks
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TRANSACTION OVERVIEW

After extensive research in
the market, securing the best
available hotel sites, and
negotiating/securing the
Residence Inn license, pre‐
development on the Project
will begin in Q3 of 2019.
Upon stabilization, the hotel
is projected to have strong
performance achieving an
occupancy of 83%, an
average daily rate of $175 a
revenue per available room
of $145 and net operating
income of $2.7 million.
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MARKET ANALYSIS
Area Analysis
Known colloquially as “Aerospace Valley” Lancaster California is home to aerospace giants such as Northrop Grumman, Lockheed Martin & Boeing. In
addition, Lancaster is the first net‐zero city in the nation, and continues to focus on renewable energy. Lancaster is also the first city in the nation to require
solar on all new homes. Along with having an all‐electric bus fleet this city has won the Los Angeles County Economic Development Corporations “Most
Business‐Friendly City” award.

Lancaster is on the northern edge of Los Angeles County in the heart of the Antelope Valley. Close to home but just far enough away, Lancaster is an
affordable escape, where you can explore the high desert's beauty while experiencing an artfully crafted urban scene.
The Lancaster National Soccer Center and Big 8 Softball Complex host 40‐60 tournaments each year, with well over 4,000 teams visiting Lancaster to
participate. The BLVD where this Residence Inn will be located, is the epicenter for arts, culture, dining and entertainment in the entire Antelope Valley.
With 807 new housing units and a 750 seat‐performing arts theatre business and leisure travelers are attracted from all over.
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MARKET ANALYSIS
Corporate Demand

SHRINER’S CHILDREN’S HOSPITAL

Aerospace is a key player in the Antelope Valley economy and is one of its largest
demand generators in terms of hotel room nights. Northrop Grumman intends to
increase its workforce by at least 1,700 employees within the next two years and
expand its Palmdale location, following the approximately $70 billion military contract
for the B‐21 bomber. Edwards Airforce Base will serve as the flight testing site for the
B‐21 program. These activities secure a 20‐year horizon for a heavy aerospace
demand for room nights.
Global battery, electric vehicle and green energy giant BYD has significantly expanded
its Lancaster footprint in recent months. As a Shenzhen‐based electric bus
manufacturer, BYD regularly hosts delegations from transit agencies and cities across
North America to tour the facility and experience their products as potential
customers.

Largest Employers

A longtime member of the Lancaster business community, Lance Camper recently
expanded to more than 200,000 SF and 650 employees in the Lancaster Business
Park.

Edwards Air Force Base
•
•
•

Ground zero for aerospace innovation, including
Chuck Yeager’s breaking of the sound barrier
Approximately 75% of employee’s at Edwards
Airforce Base live in Lancaster
More than 18,000 people at Edwards
•
•
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10,000 active duty military and family members
Over 8,000 military retirees, civilian employees and reserve
components

BARNES JEWISH HOSPITAL

MARKET ANALYSIS
Competition
Within Lancaster and including the surrounding area there are few existing hotels that compete for
business and leisure travelers in our targeted market segment:

10

Property

City & State

Zip Code

Open Date

Rooms

Springhill Suites Lancaster Palmdale

Lancaster, CA

93534

Jan 2008

94

Hampton Inn Suites Lancaster

Lancaster, CA

93536

Jan 2008

85

Homewood Suites Lancaster

Lancaster, CA

93536

Sept 2008

92

Embassy Suites Palmdale

Palmdale, CA

93551

Feb 2010

150

Residence Inn Palmdale Lancaster

Palmdale, CA

93551

Jan 2001

90

Staybridge Suites Palmdale

Palmdale, CA

93551

July 2008

99

Source: STR

MARKET ANALYSIS
Strong Sub‐Market

Lancaster, California
Date

Total 2014
Total 2015
Total 2016
Total 2017
Total 2018

11

Occupancy
This %
Year Change
75.9
77.1
1.7
80.0
3.7
81.7
2.1
80.5
-1.5

Source: STR

ADR
RevPar
Supply
Demand
Revenue
This
%
%
This
%
%
Year
Change This Year Change Year
Change This Year Change This Year
% Change
124.45
94.41
222,650
168,905
21,020,232
125.59
0.9
96.87
2.6 222,650
0.00
171,725
1.7
21,567,655
2.6
129.31
3
103.47
6.8 222,650
0.00
178,155
3.7
23,037,642
6.8
141.71
9.6
115.79
11.9 222,650
0.00
181,929
2.1
25,781,519
11.9
148.55
4.8
119.58
3.3 222,650
0.00
179,231
-1.5
26,625,240
3.3

MIDAS OPPORTUNITY ZONE FUND II RETURN PROJECTION
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MIDAS LANCASTER LP ‐ FINANCIAL PROJECTION
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EXECUTIVE SUMMARY OF FUND TERMS
The Midas Opportunity Zone Fund II has been established to provide
accredited investors access to a proven method for delivering attractive
returns in the hotel sector while providing an opportunity to differ tax on
investors’ current Capital Gains in addition to no Federal Capital Gain tax
upon sale of this investment.
Midas Opportunity Zone Fund II builds upon the new tax‐advantaged
investment strategy which Midas Opportunity Zone Fund proved successful
for our investors.

Offering Summary
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Total use of Funds

$25,000,000

Equity Investment

$9,000,000 ‐ $12,000,000

Fund Life

Minimum 10 Years

Return Target

14% Net Target IRR

Leverage

50%

Waterfall Structure

8% Preferred Return, promote to sponsor
of 15% after capital has been returned

Fees

1.25% Asset Management Fee
0.25% Asset Disposition Fee

Minimum Commitment

$100,000

ACQUISITION & DEVELOPMENT TRACK RECORD
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As of March 31, 2019

If you have any questions or require additional information, please contact your Midas Investment Team.

J.T. Norville
Co‐founder
jtnorville@midashospitality.com
314.817.5550
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Eric Goettelmann
Director of Investments
egoettelmann@midashospitality.com
636.293.6411

Laura Robbins
Director of Investor Relations
lrobbins@midashospitality.com
314.604.2728

APPENDIX: RESIDENCE INN BUILDING RENDERING

These materials and the matters set forth herein are confidential and may not be disclosed to any
third party without the written consent of Midas Hospitality. These materials contain no
representations or warranties, and all representations and warranties (whether express or implied)
are hereby expressly disclaimed.
Certain statements included or incorporated by reference in these materials constitute “forwardlooking statements”. Such statements are generally identifiable by the terminology used such as
“plan,” “believe,” “expect,” “estimate,” “anticipate,” “intend”, “projected,” “budget,” “may,” “will,”
“would,” “should,” “could,” or other similar words. Additionally, all statements in these materials,
including forward-looking statements, speak only as of the date they are made, and we do not
undertake any obligation to update any statement in light of new information or future events.
THE ACHIEVEMENT OF CERTAIN RESULTS OR OTHER EXPECTATIONS CONTAINED IN SUCH
FORWARD-LOOKING STATEMENTS INVOLVE KNOWN AND UNKNOWN RISKS, UNCERTAINTIES
AND OTHER FACTORS WHICH MAY CAUSE ACTUAL RESULTS, PERFORMANCE, OR
ACHIEVEMENTS DESCRIBED TO BE MATERIALLY DIFFERENT FROM ANY FUTURE
RESULTS, PERFORMANCE, OR ACHIEVEMENTS EXPRESSED OR IMPLIED BY SUCH FORWARDLOOKING STATEMENTS. WE DO NOT PLAN TO ISSUE ANY UPDATES OR REVISIONS TO THOSE
FORWARD-LOOKING STATEMENTS IF OR WHEN THEIR EXPECTATIONS, OR EVENTS,
CONDITIONS, OR CIRCUMSTANCES UPON WHICH SUCH STATEMENTS ARE BASED OCCUR.
Indications of past performance are no guarantee of future results. These materials do not
constitute an offer of any type (including, without limitation, an offer of any securities (including
any of our securities)), a contract, a commitment, an undertaking, or any other binding obligation
or limitation on the part of any person in any respect. Unless set forth in a separate written
agreement signed by the parties to be bound thereby, nothing in these materials creates an
enforceable right or obligation on anyone’s part.

Midas Capital

Disclosures

