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“You have to learn the rules of  the game. 

And then you have to play better than 

anyone else.” 
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Overview 

 The Pauls Corporation (www.thepaulscorporation.com) is a diversified real estate 
organization experienced in the acquisition, development and ownership of  real 
estate. The Pauls Corporation has a 30 year history of  identifying and managing 
successful real estate opportunities during varied market conditions. This vision, 
coupled with financing and industry expertise, enables us to develop innovative 
investment opportunities that provide real value and proven financial returns.  

 This is Pauls Corporation’s second investment fund focusing on distressed real estate 
held by community and regional  banks. 

 Pauls first investment fund focused on distressed real estate, PREO I, a $45mm 
fund, is now fully invested. We expect PREO I to liquidate through 2012 and 2014 
with net returns estimated in the low-to-mid-teens. 

 Pauls’ efforts in 2009-2011 have created significant progress in bank relationships, 
deal flow and deal structuring. PREO II will capitalize on this momentum. 

 PREO I investments were mostly inside Colorado. It is likely that PREO II will look 
at opportunities in other states as well.  

 For the most part, it is expected that PREO II investments will focus on adding 
value to distressed real estate similar to that of  PREO I.  In addition, there are likely 
to be opportunities to acquire assets or loans outright at attractive prices. 

 PREO II:  fund size ($50 million) and terms similar to PREO I. Pauls Corporation 
will remain a significant  (10% of  committed capital up to $5.0mm) co-investor. 
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Real Estate Investment Assumptions 2012 

 Real estate is not recovering quickly 

 Recession, housing, credit, job markets and stock markets recovering slowly  

 Traditional equity and debt still unavailable to most distressed properties 

 Lenders are still holding huge baskets of troubled assets 

 Land and unfinished development projects remain the biggest and worst loan portfolio 

problems; no market clearing mechanism 

 Many banks must preserve capital and cannot afford to foreclose or charge off  loans  

 Lenders need new outside capital and hands-on expertise to protect physical assets and 

to minimize further value impairment, and hold assets in best position waiting for some 

basic market recovery     

 Best opportunities require active real estate skills at the project level 

 Entitlement; land infrastructure; building completion or new-build; sell, lease and/or 

manage 

 Pauls applies in-house staff  to development, construction, and property management  
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Problem Assets (Delinquent Loans & OREO) Remain Elevated 
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Non-Current Commercial and Land Development Loans 

(“CLD”) Remain High 
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PREO II Investment Strategy 

 PREO II will invest in troubled real estate assets held by regional and 
community banks much in the same way as PREO I 

 Investments will continue to be hand-picked—assets that require capital,  
management and time to regain market value. Targets will include land, 
residential and commercial buildings 

 Most PREO II investments will be made with the following characteristics: 

 First mortgage loan accruing interest rates up to 20%  

 In addition to base rate, the Fund may also participate in sale proceeds 

 Loan term of  1-3 years 

 Money advanced is used to improve the real estate as well as provide the 

bank with a partial paydown and/or a debt service reserve 

 Underwriting: amount of  the investment will be less than today’s asset 

clearing value (investment is typically 20-50% of  original subordinate bank 

loan amount) 

 At end of  the loan term PREO II’s senior lien can be repaid from multiple 

sources including liquidation of  the asset as appropriate  

 PREO II may also buy real estate assets or real estate loans outright if  good 
opportunities present themselves 
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PREO I  --- Investment Projections 
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Although early in the cycle, we 

are projecting low-to-mid-

teens returns to the LP and 

recovery of  the initial LP 

investment by 2013 
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PREO I Summary of  Investments 
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PREO II  --- Financial Projections 
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We expect PREO II to perform very 

much like PREO I.  The 

committed capital will be 

called through 2012 and 2013.  

It is expected that capital will 

be returned within 3 years of  

being called with targeted 

returns in the low-to-mid-teens. 
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PREO II –Key Personnel 
 

Bill Pauls *         Chairman, The Pauls Corporation 

Former National Partner, Deloitte, Haskins & Sells 

 Led team in 1978 to acquire the Denver Tech Center. Formed The Pauls Corporation to focus on core and opportunistic 

real estate investment and development during downturn of  early/mid 1990s with GE Pension Trust 

 

Brian Pauls *       President, PREO Funds  

Extensive  real estate development experience: large, master-planned land and community development 

 

Paul Powers *      President, The Pauls Corporation 

Experience with commercial and residential development, and formerly managed a regional financial institution 

 

Chris Manley *     CFO, The Pauls Corporation 

 Extensive real estate experience with focus on finance, legal and accounting aspects 

 

Brad Pauls *      Principal, The Pauls Corporation 

 Heads residential development activities for Pauls  

 

Mike Serra *      Principal, The Pauls Corporation 

Heads all land development/infrastructure planning and development 

 

Rick Pederson       

  Involved in fund  acquisitions, strategy and investor communications 

 

Scot Wetzel 

Advises PREO on deal structuring 

Extensive management experience in regulated financial institutions 

  *   Denotes Investment Committee Member 
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The Pauls’ team consists of 50+ real estate 

professionals with experience in residential and 

commercial construction, marketing and sales, 

asset management, property accounting, 

foreclosure process, and title review.  

 
Offices in Denver, San Francisco and Toronto 
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Summary of  Terms 

Sponsor-General Partner The Pauls Corporation 

Fund Type Opportunistic and Structured Finance 

Target Fund Size $50 million 

Expected Draw Down Period 24 months 

Sponsor-GP  Participation 10% of  funds committed up to $5.0mm 

Investment Geography US  (west focus) 

Portfolio Diversification No single investment larger than $7.5mm.  

Minimum  LP Investment $1 million 

Profit Participation 90/10 up to Return of  Capital +9.0% Pref; 50/50 catch-up until 

GP receives 20% of  profits; thereafter 80% to LP and 20% to GP 

as carried interest  

Target Fund Return Low-to-Mid Teen’s (net of  GP fees and carried interest) 

Management Fee 1.5% on invested funds 

Acquisition/Disposition Fees None  

Fund Transparency Annual outside audit (KPMG), quarterly investor letter and 

statements 
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Pauls Investing Track Record 

Summarized below and on the following pages is the Pauls Core and Opportunistic 

investment track record  together with a forecast for Fund I comprising $308 

million total Pauls investments made over the last 15 years.  These include: 

 $140 million invested in Core assets, returning over $200 million for an average 

IRR of  15%  

 $129 million invested in Opportunistic assets, returning over $271 million for an 

average IRR of  28%.   
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($mm) 

Limited Partner Returns # Cash-In Cash-Out Net Multiple IRR 

Core Investments 7 140.7 200.1 59.4 1.4 15% 

Opportunistic Investments 20 129.9 271.7 141.7 2.1 28% 

Structured Finance (Fund I) – Forecast  24 38.2 51.9 13.9 1.36 13% 

Pauls Investments Total 52 308.8 523.7 215.0 1.7 23% 
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Historical Performance of Pauls Core Investments 
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Pauls Core Investment Track Record 
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Pauls Opportunistic Investment Track Record 

Historical Performance of Pauls Opportunistic Investments 
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PREO I Investments (1 of  3) 
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$139+mm of 

subordinated 
debt 
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PREO I Investments (2 of  3) 
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Average 

Investment:  

$1.8mm / 2 

year term / 

$5+ mm of 

subordinated 
debt 
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PREO I Investments (3 of  3) 
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