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The Bancorp Inc (NASDAQ:TBBK): Bridge to Nowhere 

“Roaches everywhere like we forgot to take the trash out” 

– Future, “Low Life”

We are short The Bancorp, Inc. (“TBBK”, “the Company”) because we believe the Company has misrepresented 
the quality of its real estate bridge loan (“REBL”) portfolio. Over the past 10 quarters, TBBK’s REBL book has 
ballooned from zero to $2 billion, or 2.5x the value of the Company’s common equity and only provisioned $4.7 
million.1 Despite widely acknowledged stress across TBBK’s Class C Sunbelt markets, the Company claims that “we 
don’t have any substantial risk of default and loss.” We think otherwise. Utilizing UCCs, liens, deeds, and local 
property records, we uncovered loans totaling $141.6 million, or 50% of the Company’s $283 million in loans 
coming due just this year, that we believe harbor meaningful risks. In Part 1 herein, we center our analysis on 
the 2H 2021 vintage loans, but we believe the rest of TBBK’s book faces the same problems. To that end, we profile 
two additional 2022 vintage loans that we believe typify these problems. These properties are, quite literally, 
crumbling: ridden with crime, shootings, looting, infestations, fires, and even full-on condemnations, while 
vacancies remain high and rents have remained stagnant. Our views are not only informed by our loan-by-loan 
analysis, but by our visits to 21 different TBBK-funded properties in the past 2 weeks, our conversations with 
former TBBK employees including a former REBL underwriter, and conversations with several of TBBK’s 
borrowers/syndicators. Our full report profiles eight TBBK loans as case studies. For example: 

- In October 2021, TBBK funded a $39.4 million loan to 2310 Crescent Park Drive, Houston, Texas – a 436-
unit complex called The Aubrey. In November 2022, a 17-year-old was shot and killed at the complex, and
the victim’s mother is currently suing the owners. A market-leading real estate data provider suggests that
the complex is just 47% occupied, rendering agency refinancing a non-starter.2 Despite CEO Kozlowski
claiming on TBBK’s Q4 2023 conference call that the Company had no substantial risk of default or loss
on its REBL loans, footnotes to TBBK’s Form 10-K filed just 4 weeks later disclosed that an unnamed
borrower on a $39.4 million loan had not made required interest payments for the past 3 months.
Nevertheless, TBBK has made zero reserves against this loan. Recent reviews of the complex are
overwhelmingly negative, calling the units “disgusting”, “crawling with cockroaches”, and claiming that
“everything seems like it’s falling apart.” The equity in the deal was financed by a syndicator, TruePoint
Capital, whose founder Kyle Jones spent his career in software sales before deciding in 2020 that his true
calling was to become a real estate guru. TruePoint claims that it is “reinventing the way you build wealth”
by generating “reliable fixed returns” in investments with “reduced risk and greater reward.”

- Similarly, in November 2021, TBBK funded a $12.3 million loan against 501 West 7th Street, Plainfield, New
Jersey. In August 2023, the building was condemned after hundreds of code violations and complaints. In
September 2023, reports of break-ins and intruders surfaced, and in December 2023, at least 15 people
were injured after a fire broke out in its sister building.3 We visited the property just days ago and
confirmed that the buildings are still condemned. Windows remained boarded up and after-effects of
the December fire remained visible throughout.

1 Real Estate Bridge Loans (“REBLs”) are secured only by the underlying property and contain no recourse to the borrower. 
They are underwritten up to 80% LTVs plus the full value of renovations which lenders draw from the bank. 
2 High vacancies were also corroborated by our investigator’s March 2024 visit to the property. 
3 The condemnation spans 501 to 515 West 7th Street. 
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TBBK’s book also appears rife with unsophisticated syndicator borrowers. Unlike corporate borrowers with dry 
powder and the temperament to “extend and pretend”, syndicators tend to work on a deal-by-deal or fund by fund 
basis, and thus don’t have much breathing room, in our view. Our review of their marketing materials suggests 
investors have been coaxed by promises of generational wealth through passive income. For example: 
 

- One TBBK-funded property looks to have been funded in part by OwnProp, which sold “tokenized 
ownership stakes” in the deal and brags that investors can get in on the action for as little as $100. 
OwnProp claimed to potential investors that this particular TBBK-funded deal could generate returns of 
over 200%. We visited the property just days ago and noted that windows remained boarded up from a 
January 2024 fire. Per one resident, “my apartment building was completely on fire. Me and my son had 
to run for our lives...” Other residents complain of roach and rat infestations. 
 

- Another TBBK borrower/syndicator encourages potential investors to complete just five steps to quit their 
jobs and generate “generational wealth in seven to ten years.” The same syndicator practically bragged to 
us that “I love my doctors and lawyers” as LPs because they can’t differentiate a good deal from a bad one. 
 

- Yet another TBBK borrower/syndicator was a long-time network engineer before he started syndicating 
deals in 2020. He now runs a service teaching retail investors how to “build generational wealth” in 
multifamily. According to him, just “sit back and enjoy the checks!” Fittingly, TBBK itself sponsors an aptly 
named “LendingCon” event where noobie operators can learn how to lever up and buy properties.  

 
In short, we view many of these loans as being driven by syndicators with “get rich quick” dreams who believed 
that they could easily rehab units, fill them with tenants, increase rents, and cash out for quick “passive” returns. 
Yet we believe that for these properties, none of these things have happened: costs have skyrocketed, vacancies 
remain high, rents have remained relatively stagnant, and interest rates have more than doubled. As these loans 
come due, we believe that not only will many GP/LP stakes be wiped, but TBBK will face meaningful losses. To that 
end, TBBK’s $4.7 million in reserves, at just 0.24% of its REBL book, are a total farce. We could not find a single 
public lender who held fewer reserves than TBBK. The 17 other lenders we reviewed hold 4x to 7x TBBK’s 
reserves. We also spoke with a former TBBK REBL underwriter who told us that they might expect TBBK’s losses 
to be anywhere from 10x to 15x higher than the Company’s actual reserves: “When loans come due, there will be 
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potential issues where the value’s just not there ... they are going to have to put cash into the deal to make it 
work or they’ll just give the keys back.” 
 
TBBK holds 148 REBLs at an average balance of $13.5 million and LTV of 72%.4 As non-agency multifamily bridge 
rates have moved from sub-4% to 9-15% today, when 3-year rate caps expire, the average borrower’s interest 
expense will skyrocket from $0.54 million to $1.35 million, more than wiping out net operating income (NOI) at 
these properties, if there’s any left to begin with. Borrowers who opt to refinance will likely be met with minimum 
requirements of 1.25x DSCR coverage, implying a maximum of $8.8 million in new capital at these newfound higher 
interest rates, even if we generously assume that NOI at these properties has remained stable. This in turn implies 
not only total losses on GP/LP equity stakes, but a 35% discount to the average $13.5 million TBBK loan, at the 
midpoint of our estimates.5 If we assume that half of the REBL book is troubled – in line with what we’ve already 
uncovered within the Company’s 2H 2021 loans, losses could potentially reach $350 million, or 43% of TBBK’s 
book value.  
 
TBBK already holds a history of regulatory run-ins. The Company settled with the SEC twice in September 2019 
and August 2022, related to its mismarking of real estate assets and loan losses. In September 2022, TBBK changed 
regulators from the FDIC to the OCC, and announced in March 2024 just days ago that it would be dismissing its 
auditor for the past 24 years, Grant Thornton and downgrading to Crowe. Coincidentally, TBBK has disclosed 
multiple critical audit matters, including related to credit loss allowances, in its Form 10-K filings since 2020. 
 
TBBK shares trade at 2.5x book value, a higher multiple than every other lender we reviewed. TBBK’s performance 
has been totally divorced from peers and from its economic realities, in our view. Investors view the massive 
wooden horse of a REBL book as a trophy; we believe it’s a trap. Investors just haven’t bothered to look inside...  
 

 

 
4 See 2023 Form 10-K. Figures imply average total purchase prices of $18.8 million per property/associated loan. 
5 See pages 25 and 26 of this report for a full explanation of our views, estimates, and assumptions. 
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Background: The Bancorp’s Ill-Timed Foray into Multifamily Bridge Lending 
 
TBBK is a branchless lender providing institutional, commercial, small business lending, and fleet leasing with a 
particular focus in the Sun Belt.6 Prior to 2021, TBBK was a relatively sleepy company with unremarkable returns; 
book value per share in fact declined over the past decade plus.7 

 
TBBK historically originated multifamily bridge loans and securitized them into CLO structures.8 However, in Q3 
2021, TBBK began originating REBLs for its own balance sheet. TBBK lends up to 80% of the purchase price of a 
property in addition to a draw for up to 100% of capital improvement budgets at variable interest rates, with zero 
recourse beyond the property.9 Borrowers take out these loans with the intent to rehabilitate the property, raise 
rents, and refinance existing debt into agency financing structures or sell the property at an increased valuation.10   
 
As interest rates reached all-time lows in 2021 and 2022, TBBK’s REBL book exploded from zero in Q2 2021 to $2.0 
billion at year-end 2023. The portfolio now represents 2.5x the Company’s common equity of $807 million.11 
Meanwhile, floating rates on these loans rose from sub-4% in late 2021 and early 2022 to 9.30% as of year-end. 
From 2022 to 2023, the effect of rising rates drove $95.2 million in net interest income, or 85% of the Company’s 
total net interest income for the year, largely due to these bridge loans.12 

 
6 See 2023 Form 10-K page 64; over half of the Company’s commercial real estate loans are in Texas, Georgia, and Florida. 
7 As an aside, TBBK claims in its 2023 Form 10-K that “We expect our payments business to generate non-interest income 
and attract stable, lower cost deposits...” Bulls parrot this “low-cost deposit” narrative, yet we fail to see this in the 
numbers. TBBK’s average cost of deposits is in line with peers, if not higher. In 2023, TBBK paid 2.32%; CASH 1.50%; WFC 
1.74%; JPM 2.03%; RF 1.56%; RNST 2.35%; UCBI 2.59%, per our calculations from each company’s latest annual reports. 
8 See Q3 2022 Form 10-Q, page 9. 
9 TBBK required 3-year interest rate caps on the vast majority of these loans, hence protecting borrowers over the initial 
terms. However, borrowers remain exposed as these initial terms expire. 
10 GSE loans come at discounted rates, but also strict requirements including a minimum 1.25x DSCR ratio and at least 90% 
occupancy for 90 days, with certain exceptions for properties under 30 units. All of the properties we profile are 30+ units. 
11 $2,213 million in exposure, if including the additional $217.1 million in non-SBA commercial real estate loans, at fair value. 
We consider only the $2,000 million for conservatism. 
12 See 2023 Form 10-K, page 51. 

Q3 2021: TBBK 

begins keeping 

REBLs on B/S 

https://www.thebancorp.com/solution/real-estate-bridge-lending/
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Anecdotally, former employees described a culture shift at TBBK as the REBL portfolio now drives the Company’s 
broader earnings profile. For example, one employee claimed that the REBL origination group had its own New 
York City office and was unwilling to share with other TBBK employees.13 TBBK even continues to sponsor a 
“LendingCon” conference “to help individuals and companies buy, sell, and manage real estate.” Investors now 
sing the Company’s praises, as shares trade at 2.5x book value and have substantially outperformed comparable 
groups since bringing the REBLs on balance sheet: 
 

 
Source: YCharts; June 30, 2021 to March 20, 2024 

 
13 An informal review of TBBK’s employees on LinkedIn appears to corroborate this claim in part, as the real estate 
origination group appears to primarily reside in New York City. 

https://www.thebancorp.com/news-events/LendingCon-2023/
https://www.linkedin.com/search/results/people/?currentCompany=%5B%2223970%22%5D&origin=COMPANY_PAGE_CANNED_SEARCH&sid=l%40w
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TBBK Buries its Head in the Sand Amid Widespread Stress in Its Core Markets 
 
Over the past 12 months, rising rates, supply/demand imbalances, rising labor and material costs, rising insurance 
costs, and unfavorable eviction policies have led to challenges for many multifamily operators, especially in lower-
class and Sunbelt markets where TBBK has made billions in loans.14 As early as May 2023, the Wall Street Journal 
was penning articles detailing the pain, and many more properties have been forced into defaults and foreclosures 
since then. For example: in August 2023, Applesway sold a foreclosed property for $50 million despite a $65.2 
million loan; in December 2023, GVA defaulted on $125 million in Austin-based loans; in January 2024, Elevate 
faced foreclosure on a $38 million loan tied to Houston-based Selena Apartments; in February 2024, TPG unloaded 
a 176-unit complex for $56 million despite an $80 million loan. The pain is widely expected to continue: 
 

- Ready Capital’s (RC) CEO Thomas Capasse stated on the February 28, 2024 earnings call that, “...the largest 
sponsors in the Sunbelt markets, for example, where there's significant negative absorption, that has to be 
a period of negative absorption as new supply hits over the next year, year and a half...”  
 

- MFA Financial (MFA) CEO Craig Knutson stated on the February 23, 2024 earnings call that, “...many would 
argue that the '21 probably is the one that would be at most risk across the spectrum because rates were 
low, things were underwritten, probably looser, frothier, home price appreciation as well as rent increases.” 
 

- In December 2023, The Crittenden Report wrote that “Class B and C multifamily assets in some Sunbelt 
markets that are now experiencing flat or declining rents will be harder to capitalize...” 

 
Yet amid both these challenges and the growing importance of the REBL book to TBBK, we find the Company’s 
disclosures extremely opaque and underwhelming. For example, TBBK does not provide investors with quarterly 
or even annual metrics such as the underwritten cap rates, occupancy rates, NOIs, or DSCRs on the properties 
securing its underlying loans. Nor does it provide borrower metrics such as cash reserves. As such, investors have 
been left relatively in the dark as to the health of these loans. TBBK instead blindly reassures investors that its book 
contains “no substantial risk of default or loss”, per CEO Damian Kozlowski on the Q4 2023 conference call: 
 

“So it's -- we do have some deferments. This is very natural, though. No write-offs. No, we don't believe 
any substantial risk of default and loss but as you mature that port, it's hard to know whether it's just a 
maturing portfolio where you have some people who have finished the projects or it's more based on the 
economy, it's not abnormal we're not seeing anything abnormal yet ... sometimes they can't get the 
refrigerators or they can't -- they take longer than they expect in order to finish the project, even though 
they might be leasing it up, they didn't finish 3 buildings. So this is common. Whether that's driven by 
economic what's happening in the economy, we don't believe that's the major factor in it. It's impossible 
that I can't give you an answer because I don't -- there's really not an answer.” 

 
We think these reassurances are totally empty; TBBK’s REBL portfolio faces meaningful risks and will result in 
meaningful losses. 
 
 

 
14 Atlanta, for example, is known to be tenant friendly especially during COVID. Per one syndicator we spoke with, “Think 
twice about Fulton County. Their entire eviction process is 100% broken, you can’t get a tenant out for 9 months at the 
moment.” Moreover, Florida, for example, has seen skyrocketing insurance costs.  

https://www.wsj.com/articles/a-housing-bust-comes-for-thousands-of-small-time-investors-3934beb3
https://www.bisnow.com/houston/news/multifamily/applesway-loses-fifth-apartment-complex-to-foreclosure-property-sold-for-50m-at-auction-120136
https://therealdeal.com/texas/austin/2023/12/06/gva-defaults-on-125m-in-austin-multifamily-loans/
https://therealdeal.com/texas/houston/2024/01/25/texas-syndicator-elevate-drives-another-arbor-foreclosure/
https://therealdeal.com/la/2024/02/16/tpg-sells-playa-del-rey-multifamily-project-to-kajima-usa-after-foreclosure/
https://crittendenreport.com/bridge-lending-to-pick-up-steam-in-2024/
https://www.atriummanagement.com/blog/florida-multifamily-investment-impacted-by-rising-insurance-costs#:~:text=Two%20years%20ago%2C%20the%20average,unit%20value%20of%20over%20%2420%2C000.
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TBBK’s Reserve Levels Don’t Pass the Laugh Test 
 
TBBK has reserved all of $4.7 million in REBL loan allowances, representing a mere 0.24% of the total REBL book.15 
We think this is a total farce, and TBBK’s reserves are short by an order of magnitude or more. 
 

 
 
One former TBBK REBL underwriter we spoke with stated that traditionally, investors ought to expect 2% to 3% 
losses, but in the current environment, that could be higher: “Traditionally these loans have like a 2-3% loss rate. 
I’d imagine they come up to that number ... maybe 50 or 75 basis points to the upside.” TBBK’s measly reserves 
also stand out when compared to other lenders. We could not identify a single public lender with lower loss 
reserves as a percentage of total loans, both on a consolidated basis or for TBBK’s REBL book in isolation: 
 

 
Source: company-by-company annual reports 

 
15 See 2023 Form 10-K, page 69. 

Company HQ Price/Book Loans Allowance Percentage

JPMorgan Chase (JPM) New York 1.8x 1,344,948 22,420 1.67%

Wells Fargo (WFC) California 1.2x 922,076 14,606 1.58%

PNC (PNC) Pennsylvania 1.2x 316,717 4,791 1.51%

Regions Financial (RF) Alabama 1.1x 96,803 1,576 1.63%

Axos Financial (AX) Nevada 1.4x 18,516 252 1.36%

United Community Banks (UCBI) Georgia 1.0x 18,111 208 1.15%

Simmons First National (SFNC) Arkansas 0.7x 16,620 225 1.36%

Independent Bank Group (IBTX) Texas 0.8x 14,559 152 1.04%

Resanant Corporation (RNST) Mississippi 0.7x 12,153 199 1.63%

Customers Bancorp (CUBI) Pennsylvania 1.1x 11,889 135 1.14%

Seacoast Banking of Florida (SBCF) Florida 1.0x 9,914 149 1.50%

ConnectOne Bancorp (CNOB) New Jersey 0.7x 8,345 82 0.98%

S&T Bancorp (STBA) Pennsylvania 0.9x 7,653 108 1.41%

TriCo Bancshares (TCBK) California 1.0x 6,794 122 1.79%

Southside Bancshares (SBSI) Texas 1.1x 4,485 43 0.95%

Pathward Financial (CASH) South Dakota 1.8x 4,373 54 1.23%

First Internet Bancorp (INBK) Indiana 0.8x 3,840 39 1.01%

Group Median 1.0x 1.36%

Group Average 1.1x 1.35%

The Bancorp (TBBK): Consolidated South Dakota 2.5x 5,334 27 0.51%

The Bancorp (TBBK): REBL Loans South Dakota 2.5x 2,000 5 0.24%
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Finally, our loan-by-loan analysis of TBBK loans funded in the second half of 2021 alone suggests that the Company 
ought to be reserving far more than $4.7 million. 

Our Loan-By-Loan Analysis Suggests Significant Underlying Issues 
 
We’ve uncovered at least 7 loans TBBK extended in the second half of 2021 alone, that per our research are not 
only less than 90% occupied but subject to problems such as infestations, crime, fires, and even condemnations.16 
Moreover, despite borrowers’ “value-add” intentions, rents on these properties have barely budged since the 
loans were taken out.17 We recognize that generally, a property might see temporarily high vacancies as more 
substantial unit-level renovations are completed,18 yet we would then expect substantial rent increases of 20% or 
more to follow. One TBBK borrower told us that they target post-rehab rent increases of $200/month or more, per 
unit, roughly in-line with this percentage given average rents for the loans we analyzed. However, the properties 
we profile herein suffer from both minimal rent increases and high vacancies, even as loans approach maturity. 

 

 
Source: UCCs, liens, deeds, corporate filings, property records, and a market leading real estate data provider. 

 
In total, we estimate these loans represent $141.6 million in principal, or 50% of the Company’s $283 million in 
REBL loans coming due in 2024 alone.19 We profile 6 of these 2H 2021 vintage loans, as well as 2 additional 2022 
loans as case studies in the pages that follow. 
 

Case Study 1: The Aubrey (Houston, TX) 

 
In October 2021, TBBK funded a $39.4 million loan against a $49.25 million purchase of 2310 Crescent Park Drive, 
Houston, Texas, a 436-unit apartment complex called The Aubrey, at an 80% LTV. The buyer was a syndicate – 
TruePoint Capital, LLC run by Kyle Jones, who promises potential investors that the group is “reinventing the way 
you build wealth” by generating “reliable fixed returns” in investments with “reduced risk and greater reward.” 
TruePoint CEO Kyle Jones’s LinkedIn shows that from the time he graduated college in 2007 all the way until August 

 
16 Recall that GSEs require a minimum of 90% occupancy for 90 consecutive days, as well as 1.25x DSCR coverage, at a 
minimum, to qualify for financing. 
17 Per a market leading real estate data provider, and corroborated by our site visits, conversations with leasing agents, and 
the properties’ leasing websites. “Prior rent” refers to average net effective rent in the quarter in which the loan was 
underwritten, while YTD rent refers to average net effective rent on a YTD basis. 
18 This dynamic is also why we centered our research on loans underwritten in 2H 2021, rather than on loans originated in 
2022 or 2023. 
19 TBBK 10-K for year-end 2023 discloses $283 million in REBLs due within 12 months. Given typical 3-year REBL terms, 2021 
loans translate to 2024 maturities. 

Name of Apartments Property Address Built
Loan 

Date
Loan

Total 

Price
LTV Units

Aspire Richmond Hill 526 Richmond Hill Rd W, Augusta, GA 1971 Aug-21 $16.3 $21.8 75% 126

The Aubrey 2310 Crescent Park Dr, Houston, TX 1978 Oct-21 $39.4 $49.3 80% 436

[Unnamed Apartments] 501-515 W 7th Street, Plainfield, NJ 1925 Oct-21 $12.3 $14.6 84% 84

Capewood Apartments 4335 Aldine Mail Route Rd, Houston, TX 1976 Nov-21 $12.3 $15.3 80% 176

Riverpark at Kensington 7803 S Wheeling Ave, Tulsa, OK 1982 Dec-21 $31.2 $33.5 93% 400

The Aliso 807 Flame Circle, San Antonio, TX 1965 Dec-21 $13.0 $16.2 80% 176

Harrison Grant Apartments 4210 Fredericksburg Rd, Balcones Heights, TX 1974 Dec-21 $17.2 $22.9 75% 327

$141.6 $173.5

https://www.linkedin.com/in/kylejones24/details/experience/
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2020, he worked in software sales, most recently at IBM. His website biography proudly touts that he played 
baseball at Texas State. It’s unclear to us how these attributes make him qualified to manage millions in real estate. 
 

    
 
A market-leading real estate data provider estimates that The Aubrey is currently just 47% occupied, while net 
effective rents have moved from $967 to $1,034, a change of just $67 or a 2.8% CAGR since the loan was made. 
These figures make agency refinancing a non-starter, in our view, given 90% occupancy and 1.25x DSCR 
requirements.20 It’s clear to see why the property is so highly vacant: despite TruePoint having taken out the loan 
in October 2021, the property has been in constant disarray. In November 2022, a 17-year-old was shot and killed 
at the apartments; the victim’s mother is currently suing. Recent reviews are overwhelmingly negative, calling the 
units “disgusting” and “crawling with cockroaches.” 
 

 
 

 
20 High vacancies were also corroborated by our investigator’s March 2024 visit to the property. 
 

https://setexasrecord.com/stories/638634187-estate-of-minor-fatally-shot-at-houston-apartment-complex-claims-negligence
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In TBBK’s 2023 Form 10-K filed on February 29, 2024, the Company disclosed that an unnamed $39.4 million Texas-
based borrower had stopped making interest payments 3 months earlier. Based on the matching amounts (no 
other loan we analyzed matched $39.4 million exactly) and locale, we believe this loan to be against The Aubrey: 

 
“Not included in the non-performing totals presented above, is a $39.4 million REBL loan collateralized 
by an apartment complex in Texas, for which the borrower did not make December 2023, and January 
and February 2024 monthly interest-only payments as required under the related loan terms. 
Rehabilitation and related expenses exceeded initial estimates, further complicated by construction delays. 
Accordingly, management is considering its options to resolve this loan. While a September 2023 appraisal 
shows an as-is value which exceeds the loan balance plus currently estimated remaining construction costs 
and an as-if stabilized value exceeding $50.0 million, there can be no assurance that such amounts will 
ultimately be realized upon resolution.” 

 
However, TBBK still did not take any reserves on this loan and did not even bother to include it in the non-
performing totals, nor in its consideration of delinquent loans.21 
 

 
21 See 2023 Form 10-K, page 68. 

https://www.sec.gov/ixviewer/ix.html?doc=/Archives/edgar/data/1295401/000156276224000049/tbbk-20231231x10k.htm
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Case Study 2: 501 West 7th Street (Plainfield, NJ) 

 
In November 2021, TBBK funded a $12.3 million loan against 501 West 7th Street, Plainfield, New Jersey, as shown 
via Union County, New Jersey public records below: 

 

 
 
In August 2023, the building was condemned after hundreds of code violations and resident complaints. At the 
time, local news reporters spoke with residents who claimed that the owner “has ignored their pleas for help in 
fixing the deplorable conditions for more than a year.” 
 

 
Source: ABC 7 NY 

 
In September 2023, reports surfaced that the buildings had been subject to intruders, and in December 2023, at 
least 15 people were injured after a fire broke out in one of the buildings. In March 2024, we visited the property 

https://clerk.ucnj.org/UCPA/
https://www.mycentraljersey.com/story/news/local/union-county/2023/08/10/plainfield-apartments-condemned/70559559007/
https://www.calameo.com/read/0074893563ba95e5e6fd9
https://abc7ny.com/plainfield-apartment-building-condemned-new-jersey/13623352/
https://www.cbsnews.com/newyork/news/intruders-condemned-plainfield-apartments/
https://abc7ny.com/plainfield-fire-inspection-west-7th-street/14140427/
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and confirmed that 501-515 had indeed been condemned as of August 2023, as shown below. Windows were 
boarded up, trash was rampant throughout the properties, and we could still see the after-effects of the fire. 
 

      
 

      
Source: Culper Research property visit, March 2024 
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Case Study 3: Capewood Apartments (Houston, TX) 

 
In November 2021, TBBK funded a $12.3 million loan to Houston-based Capewood Apartments. A market leading 
real estate data service again estimates occupancy levels of just 79% and rents that have moved from $889 to just 
$944. These figures were again corroborated by our property visits. Documents list OBH Capewood LLC and 
Menashe Grunfeld of Omnibrook Holdings as owners of the property.22 Omni + Brook’s website calls itself a 
“family-owned real estate investment and management company” and confirms Menashe Grunfeld is a principal 
alongside Akiva Kranz. Both Grunfeld and Kranz’s LinkedIn profiles show that they reside in Lakewood, New Jersey, 
roughly 1,400 miles away from Houston. In January 2023, OBH Capewood was sued for gross negligence by the 
Next Friend of a 21-year-old resident who was shot and killed in his apartment.23 The case remains ongoing as of 
the last docket entry in November 2023. 
 

 
Source: Plaintiff’s Original Petition filed January 12, 2023 Harris County District Court 

 
Capewood’s reviews complain that “there is a lot of crime and drug sales”, “2 boys broke into my apartment to 
steal” and “I would rather damage my credit than continue renting in this horrible place.” One review seems to 
sarcastically call the apartments “great” apart from the mice, roaches, gun shots, murders, and closed pool. 
Another review alludes to the complex potentially being demolished entirely. 
 

 
22 “OBH” = Omnibrook Holdings. See Harris County Clerk property records; sale dated November 11, 2021 to grantee OBH 
CAPEWOOD LLC.  
23 See District Court of Harris County, Texas case 2023-02418 “VERONICA GONZALES” vs. “OBH CAPEWOOD” et al. 

https://omnibrook.com/
https://www.linkedin.com/in/menashegrunfeld/
https://www.linkedin.com/in/akiva-kranz-353a4441/
https://www.cclerk.hctx.net/
https://www.hcdistrictclerk.com/
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Omni Brook has also been criticized by local Arkansas reporters for their mismanagement of other properties, 
which tenants claim include water leaks and mold: 
 

 
 

https://arktimes.com/arkansas-blog/2023/03/08/add-westbridge-apartments-to-the-list-of-dreadful-little-rock-housing
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Case Study 4: The Aliso, formerly Hidden Village Apartments (San Antonio, TX) 

 
In December 2021, TBBK funded the $13.0 million loan against the $16.2 million purchase (80% LTV) of The Aliso, 
formerly known as Hidden Village Apartments, built in 1965 and located at 807 Flame Circle, San Antonio, Texas.24  
 

 
Source: Bexar County public records 

 
A market leading real estate data provider currently estimates that 49 of 176 units are vacant, for a massive 28% 
vacancy rate. Net effective rents are estimated to have moved from just $957 to $976, a gain of just $19/month. 
The latest Google reviews for The Aliso and Hidden Village mention many of the same issues seemingly permeating 
TBBK-funded properties: infested, neglected, and unsafe. 
 

 
 

 
24 See local property records. Purchaser: 807 FLAME CIRCLE PROPERTY OWNER LLC. The purchase also references an address 
at 306 Chaucer Ave, San Antonio, TX 78221. For reference, both properties include 176 units across 144,255 square feet.  

https://bexar.tx.publicsearch.us/doc/106463887
https://bexar.tx.publicsearch.us/doc/106463887
https://g.co/kgs/G7JiMdF
https://g.co/kgs/mrHvuJP
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In the lien agreement, 807 Flame Circle Property Owner, LLC lists Sumners Capital Properties LLC as its governing 
person, while Sumners Capital’s website confirms that it “owns and operates” The Aliso, acquired in December 
2021. Sumners Capital is yet another retail-oriented syndicator run by Kenneth Sumner, whose LinkedIn profile 
shows that he was a network engineer for his entire career before starting his full-time syndication business in 
September 2020. He now also runs “Apartment Educators”, a consulting service which claims to help other retail 
investors “build generational wealth.” In Sumners’ words, all you need to do is “sit back and enjoy the checks!” 
This seems to us like the blind leading the blind. 
 

 
 
 

https://sumnerscapital.com/portfolio/
https://www.linkedin.com/in/kennethsumners/
https://www.linkedin.com/in/kennethsumners/
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Case Study 5: Riverpark at Kensington (Tulsa, OK) 

 
In December 2021, TBBK funded a $31.2 million loan against a $33.5 million purchase of Riverpark at Kensington.25 
A market leading real estate data provider suggests that occupancy is just 85%, and average rents have again 
moved from $693 to just $759. Recent reviews claim that the property’s issues span hot water, leaks, squatters, 
and varmints, proving a nightmarish living for residents. 

 

 
 
 

 
25 Property deed via Tulsa County Clerk. 

https://assessor.tulsacounty.org/Property/Info?accountNo=R71125830732030
https://g.co/kgs/4oC2kED
https://tulsacountyprod.blob.core.windows.net/images-watermarked/9d684694d8efdcfd33893c0cb9bad7b2.PDF
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Case Study 6: The Harrison Grant Apartments (Balcones Heights, TX) 

 
In December 2021, TBBK funded a $17.2 million loan against a $22.9 million purchase of the Harrison Grant 
Apartments just outside of San Antonio, at a 75% LTV. UCC filings list the purchasers as “Joul 321 LLC” and “ADSR 
Investments, LLC” which Texas business records show are registered to Rachel Rainosek and James Rainosek. 

 

 
Source: Texas UCC filings 

https://www.sos.state.tx.us/corp/sosda/index.shtml
https://www.sos.state.tx.us/corp/sosda/index.shtml
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Rachel’s LinkedIn suggests that she is an Application Services Manager at the Capital Group while James was an 
engineer by trade prior to running a landscaping business. Third party data suggests that 47 of 327 units are vacant, 
for an 86% occupancy rate, again below GSE requirements, while rents have remained relatively stagnant having 
moved from $661 to just $705. Property reviews are sparse, but call The Harrison Grant “a terrible complex.”  
 

 
 

Bonus Round 1: Del Mar Apartments (Houston, TX) 

 
In June 2022, TBBK funded a $46.8 million loan to help fund the $62.2 million purchase of Houston-based Del Mar 
Apartments by Three Pillars Capital. While this loan isn’t in the 2H 2021 cohort, we find it worthwhile to discuss 
given that the borrowers themselves state in court documents that the property cannot generate positive NOI. 
A market leading real estate data provider estimates that 128 of 544 units are vacant, for just 76% occupancy. The 
property’s website says new residents can receive up to 3 months of free rent on a 14-month lease, suggesting 
that significant concessions are being made to fill the property. 

 

 
 
In September 2023, Three Pillars filed a lawsuit (Case 1:23-cv-08999-JLR) against TBBK alleging that TBBK forced 
Three Pillars to purchase excessive insurance coverage on the properties, which “would eliminate any profit margin 
on the property” and leave Three Pillars unable to pay down the loan. Tellingly, Three Pillars themselves also argue 
that the replacement cost of the property would be “much cheaper to rebuild” today, given the property’s age. 
Note that 5 of the 6 properties we profiled prior to Del Mar are even older than Del Mar. 
 

https://www.linkedin.com/in/rachel-rainosek-5b50bab3/
https://www.linkedin.com/in/james-rainosek-a55602128/
https://therealdeal.com/texas/houston/2023/09/19/three-pillars-capital-sues-bancorp-bank-over-excessive-insurance/
https://www.delmarhouston.com/
https://therealdeal.com/texas/houston/2023/09/19/three-pillars-capital-sues-bancorp-bank-over-excessive-insurance/
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Source: First Amended Complaint filed November 29, 2023, pages 5 and 6 

 

Bonus Round 2: Harmony Plaza Apartments (Atlanta, GA) 

 
In November 2022, TBBK funded $15.5 million of the $19.5 million purchase (80% LTV) of The Harmony Plaza 
Apartments.26 While this loan is further from maturity than the 2H 2021 vintages we profile, we find it particularly 
worthwhile to show that these issues are not merely contained to the 2H 2021 loans, but appear rampant 
throughout much of TBBK’s book. The $4 million equity piece of the purchase looks to have been cobbled together 
by THINK Multifamily, alongside a crowdfunding campaign organized by OwnProp. THINK Multifamily’s website 
looks more to us like an informercial than a serious investment operation. 
 

 

 
26 Note that Fulton County, GA property records disclose addresses at both 1870 Myrtle Drive, and 1871/1877 Plaza Ln SW, 
which are neighboring lots but both named “Harmony Plaza”. Purchaser: “TMF HARMONY PLAZA SPE LLC” 

https://atlantaagentmagazine.com/2022/11/16/blockchain-firm-tokenizes-atlanta-apartment-complex/
https://thinkmultifamily.com/
https://fultoncogapa.tdr.tylerhosting.cloud/forms/htmlframe.aspx?mode=content/home.htm
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Coincidentally, THINK’s Mark and Tamiel Kenney ran a weekly podcast, but haven’t posted a new episode since 
August 2023. In July 2023, Mark was a guest on the “Elevate Podcast.” In it, he stated that he is already seeing “a 
lot of deals” that aren’t able to cover their loans – and this was 8 months ago: 
 

“An example, if you have a lender that’s also an operator so they could actually take your property over if 
they had to, and run it, I don’t like those guys as lenders. I’d rather have a lender that’s like, hey we’ll work 
with you – we have no intentions – we’re not even capable of taking your property over.” (at 16:45 onward) 

 
“The deals that work right now are loan assumptions ... We’re already seeing a lot of deals unfortunately 
today, that if they sold, they wouldn’t be able to cover their loan.” 

 
Meanwhile, OwnProp calls itself a “property tech” company allowing investors to “purchase tokens” in multifamily 
investments with as little as $100. OwnProp’s homepage reiterates the same tired tropes of many other 
syndicators, including that investors can “generate wealth by investing in fractional real estate.” 

 

https://thinkmultifamily.com/podcast/
https://www.youtube.com/watch?v=Db3ayMpRcy0&t=1745s&ab_channel=ElevatePodcast
https://www.ownprop.com/
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With respect to Harmony Plaza in particular, OwnProp promised investors could see returns of over 200%: “As an 
investment, the property carries an equity multiple of 2.06x, meaning every $1 invested could potentially generate 
$2.06...” Despite closing in November 2022, recent reviews complain that the buildings have caught fire and 
infested by roaches and rats. See that management even replies to acknowledge that the complaints “are valid.” 
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We toured the property in March 2024 and spoke with a leasing agent, who confirmed that the complex currently 
held high vacancies as one of the buildings was still being renovated as the result of a building fire, as alleged by 
the first comment above. Sections of the property remained fenced and boarded up. 
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Source: Culper Research apartment visits, March 2024 

Borrowers Don’t Have Any Good Options, In Our View 
 
We believe many of TBBK’s borrowers are left in a precarious position. When loans come due, we see four main 
options: agency refinancing, non-agency refinancing, “extending and pretending”, and foreclosing. Borrowers 
ideally hope to obtain agency refinancing. However, GSEs have strict requirements, including 90% occupancy for 
at least 90 days and 1.25x DSCR coverage. We believe many properties will simply fail to meet these requirements 
due to high vacancies, poor DSCR coverage given stalled-out rents and increasing costs, or both. 
 
If borrowers opt to refinance, non-agency multifamily bridge rates now range from 9% to over 15%.27 TBBK’s own 
realized interest rate was 9.30% in Q4 2023.28 We believe this scenario effectively wipes borrowers’ equity while 
cutting into TBBK’s own loans. Illustratively, consider that as of Q4 2023, TBBK disclosed $2,000 million in principal 
across 148 REBLs at a 72% weighted-average LTV, implying an average loan size of $13.5 million against total initial 
purchase price of $18.8 million per property. Thus: 
 

- Assuming that these properties were underwritten at cap rates of 6% to 8%, the average property was 
underwritten to generate NOI of $1.13 million to $1.50 million per year.29 

- Meanwhile, a new lender typically requires a minimum DSCR of 1.25x, implying that the maximum interest 
expense allowable will be capped at $1.17 to $1.64 million. 

- Given that this new debt is now coming at substantially higher rates, lenders will only offer from $6.01 
million to $13.35 million in new capital. 

- However, recall that borrowers have already invested $5.3 million of GP/LP equity into the deal, in 
addition to TBBK’s $13.5 million loan. The new capital thus is insufficient to not only provide any returns 
for GPs/LPs, but would also cut into TBBK’s debt, implying losses of 35% at the midpoint. See our full 
analysis and sensitivity table below. 

 

 
27 Per our February and March 2024 conversations with syndicators, as well as public quotes which can be found for 
example here, here, and here.  
28 See 2023 Form 10-K. 
29 Note this analysis, Company-favorably, assumes properties generate positive NOI in the first place. Per our conversations 
with TBBK’s own borrowers and syndicators, as well as publicly available data on comparable Class C multifamily properties, 
deals from 2021 to 2022 were generally underwritten to 4-6% cap rates, or lower. However, TBBK claims that it was not 
underwriting deals at 6% cap rates, but 8% (see Q4 2023 conference call). We believe our 6-8% range is generally 
representative in light of these considerations. 

https://mf.freddiemac.com/lenders/guide
https://apartmentloanstore.com/loan-product/commercial-bridge-loans
https://www.commercialrealestate.loans/commercial-mortgage-rates/
https://www.commercialloandirect.com/apartment-interest-rates.php
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Alternatively, borrowers could extend their loans, which often requires paying extension fees, pledging more 
equity, and/or re-upping rate caps. We suspect that as many of TBBK’s borrowers are retail-oriented syndicates 
working on a deal-by-deal or fund-by-fund basis, they lack the spare capital or ability to raise more capital.   
Moreover, even if they extend, these borrowers still remain with the problem of higher interest rates as 3-year 
caps have expired, and the cost to renew is now astronomical.30 Consider that – again illustratively – as 3-year caps 
expire, interest expense on the average $13.5 million loan is set to jump from $0.54 million at a 4% rate to now 
$1.35 million at a 10% rate. Yet at 7% underwritten cap rates, these same properties are only generating $1.31 
million in NOI – the increased interest expense wipes out the property’s entire NOI.31 Finally, given the structural 
state of many of these properties (extremely old buildings in Class C markets, subject to crime, infestations, fires, 
condemnations, etc.), it’s unclear to us that a 1- or even 2-year extension would provide borrowers with sufficient 
timelines to stabilize these properties.  
 
Third, TBBK could foreclose and flip the property to a new buyer, simply hoping and praying to get back their 
principal. However, given that property values – especially in TBBK’s Class C Sunbelt markets – have fallen 
precipitously since these deals were underwritten, we don’t think TBBK would obtain much for the properties, 
especially as a forced seller, and even ignoring transaction costs. We’ve already mentioned several cases of these 
deals below par on page 4. We also spoke with one investor who is currently being marketed a deal on a foreclosed 
property wherein the (unnamed) lender intends to sell them the property “at par”, but then also pay the buyer a 
series of interest payments over 3+ years, rather than the lender actually earning interest themselves. Per our 
conversation with the investor: 
 

 
30 Consider that in November 2023, Ashcroft Capital – a Sun Belt multifamily syndicator – paused distributions on its first 
value-add fund, citing that the cost of rate caps has moved from $513,000 to $18.6 million – a 36x increase. 
31 $18.8 million price at 7% cap rate is $1.31 million in NOI. 

As of Q4 2023 $ millions

Balance of loans 2,000 per 2023 Form 10-K

Number of loans 148 per 2023 Form 10-K

Average loan balance $13.5

Weighted avg. LTV 72% per 2023 Form 10-K

Implied price at underwriting $18.8

Cap rate at initial purchase 7.0% lower cap rates portend further downside

Implied NOI per property $1.31

DSCR coverage required 1.25x standard lending requirement

Max new interest expense $1.05

Interest rates on new debt 12.0% per links, conversations with syndicators

"New debt" max on refi $8.8

Existing debt $13.5 as implied per TBBK's disclosures above

Discount vs existing TBBK Loan -35%

Rate on Refinancing

9.0% 12.0% 15.0%

6.0% $10.0 $7.5 $6.0

7.0% $11.7 $8.8 $7.0

8.0% $13.3 $10.0 $8.0

Initial 

Cap 

Rate

Max Refi
vs. $13.5M loan ($ discount)

-$3.5 -$6.0 -$7.5

-$1.8 -$4.8 -$6.5

-$0.2 -$3.5 -$5.5

vs. $13.5M loan (% discount)

-26% -44% -56%

-14% -35% -48%

-1% -26% -41%

https://therealdeal.com/national/2023/11/02/multifamily-firm-ashcroft-pauses-payouts-citing-rate-caps/


Culper Research The Bancorp, Inc. (NASDAQ:TBBK) March 21, 2024 

27 
 

“There’s no reason to pay anywhere near where these were 2 years ago ... they’ve [the lender] got to come 
up with a way for me to pay a price that I wouldn’t otherwise pay, so they’re going to give us a spread...” 

 
Later he said of these deals that “the par may not even be cheap enough in many of these cases.” We thus see 
problems for TBBK regardless of which option borrowers choose. If we assume that roughly half of TBBK’s loan 
book – in line with our view of the 2H 2021 loans – come to maturity with problems, this would represent $1.0 
billion in “problem” loans.32 At our midpoint estimate of 35% discounts to these loans per the above, TBBK would 
take $350 million in losses/write-downs, or 43% of the Company’s total book value. 
 

TBBK’s History of Regulatory Run-Ins 
 
In light of our views on TBBK’s current position, we also find it worthwhile to discuss a pattern of red flags at TBBK 
over the past decade. 
 

-  TBBK has already once restated its financial statements due “to the timing of the recognition of loan 
losses...”33 for years 2012 to 2014, “and prior periods.” The Company was later subpoenaed by the SEC 
and audited by the IRS in relation to these same issues.34 In December 2017, the PCAOB imposed sanctions 
on TBBK’s auditor, David Burns, “on the basis of its findings that Burns violated PCAOB rules and auditing 
standards in connection with the integrated audit of The Bancorp, Inc.'s December 31, 2013 financial 
statements...” 
 

- In September 2019, the SEC fined TBBK $1.4 million, while the Company’s former Chief Risk Officer and 
Chief Credit Officer were also charged and fined for “reporting, record-keeping, and internal controls 
failures in connection with its commercial loan portfolio.” More particularly, the SEC called out TBBK’s 
failure to properly account for loan losses, which were understated by $138.6 million. We find the 
settlement particularly informative. 

 
32 Arguably, 2022 ought to be worse for the Company, given that real estate operators widely acknowledge the peak of 
“multifamily madness” occurred between April and August 2022, coinciding with the peak in TBBK’s own originations. 
33 See page 33 of Form 10-K for year-ended 2015. 
34 See page 37 of Form 10-K for year-ended 2016. 

https://www.sec.gov/Archives/edgar/data/1295401/000129540116000017/tbbk-20151231x10k.htm
https://pcaobus.org/Enforcement/Decisions/Documents/105-2017-055-Burns.pdf
https://www.sec.gov/enforce/34-87036-s#:~:text=According%20to%20the%20SEC%27s%20order,its%20Provision%20for%20Loan%20and
https://www.sec.gov/enforce/34-87036-s
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- In December 2019, TBBK was ordered by the FDIC to pay $7.5 million via a consent agreement in relation 
to alleged BSA and AML violations. 

 
- In October 2021, just months after TBBK’s renewed foray into multifamily bridge lending, Chairman Daniel 

G. Cohen stepped down from the Company. He was just 55, and had served as Chairman since 2000. His 
replacement, James McEntee III, has been a long-time Cohen lieutenant, previously serving as COO at 
Cohen & Company and as CFO and COO at Cohen-affiliated SPACs, as we discuss further below. 

 
- In August 2022, TBBK settled earlier-filed SEC cease-and-desist proceedings for $1.75 million. The SEC’s 

allegations once again related to TBBK’s valuation of floating-rate, short-term, transitional CRE loans from 
2017 to 2019.  

 

https://www.bankersonline.com/sites/default/files/penalty-files/18-0177k.pdf
https://www.sec.gov/ixviewer/ix.html?doc=/Archives/edgar/data/1295401/000095015921000305/bancorp8k.htm
https://www.sec.gov/files/litigation/admin/2022/34-95589.pdf
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In September 2022, after originating $1.49 billion in REBL loans in the past 5 quarters including Q3 2022, the 
Company changed bank regulators from the FDIC to the OCC.35 
 
In its Q1 2023 Form 10-Q, TBBK disclosed that in March 2023 it had received a Civil Investigative Demand from the 
CFPB “in connection with certain accounts offered through one of the Bank’s program partners.” The investigation 
remains ongoing as of the Company’s Form 10-K filed for year-end 2023 (page 127). 
 
In March 2024, TBBK disclosed that it would be dismissing Grant Thornton LLP as its auditor, in favor of Crowe LLP. 
Grant Thornton served as the Company’s auditor for 20+ years, since 2000. Notably, since 2020, Grant Thornton 
has designated several critical audit matters spanning: Allowance for Credit Losses - Direct Financing Leases and 
Small Business Loans Qualitative Factors, Valuation of Commercial Real Estate Loans, at fair value, and Valuation 
of Level 3 Investments in Commercial Mortgage-Backed Securities Available for Sale, at fair value.36  

 
35 See page 10 of Form 10-K for year-ended 2023. 
36 See page 84-85 of Form 10-K for year-ended 2020 to 2023.  

https://www.sec.gov/ix?doc=/Archives/edgar/data/1295401/000156276223000066/tbbk-20221231x10k.htm
https://www.sec.gov/ix?doc=/Archives/edgar/data/1295401/000156276223000232/tbbk-20230331x10q.htm
https://www.sec.gov/ixviewer/ix.html?doc=/Archives/edgar/data/1295401/000095015924000106/bancorp8k.htm

