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Introduction | Copper Cove

Value-Add Potential in West Houston

● Garden-Style Multifamily Apartment

● 270 Residential Units

● 1983 Year of Construction  

● Briar Forest / West Memorial – Houston MSA  

● Sponsor – LXMI Capital

Copper Cove is a stabilized, 1983 built property comprised of 270-units.  The 

Property is located in West Houston’s Energy Corridor, one of Houston’s major 

employment hubs. The submarket has demonstrated strong demand 

fundamentals with 8.8% Y-O-Y rental growth according to CoStar Q2’21.

Featuring studio, one and two-bedroom floor plans, the Property is just a 20-minute 

drive from downtown Houston. The Property  has an occupancy of 97%.
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Investment Highlights

Investing In A Top Multifamily Market
According to research from Yardi Matrix, Houston’s rental market has seen especially meaningful 

progress in 2021, with rising oil prices and improving overall economic conditions supporting 

multifamily fundamentals. On a trailing three-month basis through October, Houston rents were up 

by 1.3% to $1,231. On a year-over-year basis, the average was up 10.3%. Rent growth was stronger in 

the western submarkets outside the Texas 8 Beltway, where the asset is located.  With strong 

submarket fundamentals, there is a significant opportunity to increase rents by improving the asset 

quality.

Rent Growth Potential
There is significant opportunity for rental growth with an interior renovation program of $11,150/unit.  

Rental increases for Copper Cove are projected at 21%.

Low Cost Basis 
The purchase price is well below replacement cost and the market is experiencing significant 

rental growth. The purchase price of $79.7K/unit is well below all but one of the sales in the 

Westchase submarket since January 2020.  Most transactions over the past 2-years are still over 

$100K/unit, with newer product exceeding $175K/unit.
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Transaction Details

Copper Cove - Houston, TX
$21,538,000 3-Years
Purchase Price Target Hold Period

$79,770 May 2022
Purchase Price Per Unit Estimated Close Date

Target IRR 28.4% 20.7%
Deal Level Net to Investor

Equity Multiple 1.73x
Average Target 
Cash on Cash 3.8%

Net to Investor Net to Investor

NO ASSURANCE OF APPRECIATION OR PROFIT: Investments in real property are generally non-liquid. There is no assurance that there will be a ready market for the property at the time the Manager decides it should be sold, or if a sale is necessary to pay mortgage
indebtedness that has become due. The value of the properties may fluctuate due to changes in the economic conditions or due to other risks to which commercial real estate is subject, many of which are beyond the control of the Company and its management. There can
therefore be no assurance that the Company's investment in Property will be recovered, or that the property will increase in value. Under adverse circumstances, the Company could, in fact, suffer substantial Company losses.

NO ASSURANCE OF RETURN: The Company's pro-forma projections are based on assumptions regarding future events, such as the timing and extent of the recovery of the residential market and the stabilization of the debt markets. While the Manager believes that these
assumptions are reasonable and achievable, the likelihood of its occurrence is subject to many factors that are not within the control of the Company or its Manager and that could impair the ability of the Company to meet its projections. (see Disclosures)

This investment is speculative and involves substantial risks. This investment may not achieve its objectives. You should not invest unless you can sustain the risk of loss of capital, including the risk of total loss of capital.
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Property Details

Garden Apartments 97%
Property Type Occupancy

B West Houston
Class Type Market

1983 Briar Forest / West
Year Built Submarket

Unit Mix and Rent Schedule
Unit Type # of Units Unit (SF) Total SF In-Place Rent 

(Mon.)
Mo Rent/SF Market Rent 

(Mon.)

A1S - 1/1 84 606 50,904 $726 $1.20 $875

A2S - Studio 12 629 7,548 $750 $1.19 $875

A3S - 1/1 24 667 16,008 $776 $1.16 $950

A4S - 1/1 54 741 40,014 $785 $1.06 $975

A5S - 1/1 18 832 14,976 $882 $1.06 $1,050

A6S - 1/1 18 858 15,444 $892 $1.04 $1,050

B1S - 2/2 30 927 27,810 $978 $1.06 $1,175

B2S - 2/2 6 992 5,952 $1,004 $1.01 $1,225

B3S - 2/2 24 1,067 25,608 $1,063 $1.00 $1,275

Totals 270 757 204,264 $829 $1.10 $1,002
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Floor Plans

1BR/1BA
606 SF

Studio 1BR/1BA
629 SF

1BR/1BA
667 SF

1BR/1BA
741 SF

1BR/1BA
832 SF

1BR/1BA
858 SF

2BR/2BA
927 SF

2BR/2BA
992 SF

2BR/2BA
1,067 SF
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Interior
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Exterior
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Exterior
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Exterior
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Business Plan

The Real Estate Company’s plan for the Property is to implement a capital improvement plan while maintaining 

occupancy and increasing rents. The demand for multifamily housing in the West Houston’s Briar Forest – West 

Memorial submarket is strong and there is a significant gap in rental rates between newer vintage assets and Class 

B assets that are still in “Classic” condition. Proforma rents for renovated units are still at a discount of $100 - $200 

compared to Class A properties in the submarket.

The Property is a Class B asset that was built in 1983 and has been well maintained.  The vacancy rate of 3% is 

below the submarket vacancy rate of 6.5%.  

The proposed capital improvement plan consists of unit interior renovations, exterior improvements, and amenity 

upgrades at a cost of $3.0 million.  The interior renovations consist of upgrading floors, installing quartz countertops, 

modern fixtures, kitchen backsplashes, new cabinet faces, washer/dryer units, and new paint.  Exterior 

improvements will include new paint, improved signage, a clubhouse renovation, and pool work.  Upgrades will 

occur on all unit types and  these improvements should reposition the Property to compete with newer vintage 

assets.  

The Property will be financed with a 3-year bridge loan with full term interest only at 73% LTC and 58% LTV 

(stabilized).  The purchase price of $21.538 million ($79.7K/unit) includes a prepayment penalty of $1.93 million on 

the existing debt.  

Upon stabilization in Year 3, the Real Estate Company plans to sell the Properties at a projected cap rate of 5.0%. 
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Location | Houston, TX

Region
● West Houston is home to over 500,000 employees and four Fortune 500 companies within a 6-mile radius.

● Anchored by major employment centers such as the Energy Corridor (94,000 employees), Westchase

Business District (93,000 employees), and Memorial District which is anchored by Memorial City and City

Centre (47,600 employees).

● More than 26,000 acres of parks, bayous and reservoirs with over 50 miles of trails in the area.

● Urban Core is home to four major medical institutions and three mixed-use developments that contain

luxurious retailers and fine dining.

Energy Corridor
● Headquarters for many of the world’s leading energy corporations, as well as international health care,

engineering, chemical, and financial services. 

● The third largest employment center in Houston with over 94,000 employees, 300 companies, 22 million SF 

of office space, 2.9 million SF of retail space, and 2.6 million SF of industrial space.

● Major employers (employees) include BP (4,500), ConocoPhillips (2,263), Sysco Corporation (3,153),

Technip FMC (3,415), Shell Oil Company (10,000), Mustang Engineering/Wood Group (8,500), Shaw

Group (1,500), and Dow Chemical (950). 

● A recent independent study conducted by CDS Market Research indicates continued strong economic 

growth and development for the Energy Corridor concluding that by 2030, the population in the Energy 

Corridor will increase by 21% and the workforce will increase by 65% to more than 128,669.

● The Park 10 Regional Business Center, part of the Energy Corridor, continues to experience growth on its 

550 total acres, most notably with the Texas Medical Center West Campus.
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Location | Points of Interest

MARKET SQUARE AT ELDRIDGE PARKWAY
● Power Center consisting of over 550,000 SF of retail over 38 acres anchored by Super Target, Burlington, TJ 

Maxx/Home Goods, and Michael’s.

VILLAGE AT WEST OAKS
● 282,024 SF power center anchored by Best Buy, Bed Bath & Beyond, Barnes & Noble, Ross Dress for Less, and 

Academy.

WESTHEIMER COMMONS
● Tenants include Marshalls, Kirklands, Tuesday Morning, Shoe Carnival and Walgreens.

PARKWAY VILLAGES SHOPPING CENTER.
● 100,000 SF shopping center Anchored by Kroger.
● Other tenants include Walgreens, La Madeleine French Bakery, GNC, and more.

THE OUTLET AT WEST OAKS
● The Outlet at West Oaks is a 1M+ SF shopping mall anchored by Regal Edwards movie theater, Fortis College, 

and Palais Royal.
● The mall also features 40 stores including Champs, Foot Locker, Victoria’s Secret, and Bath and Body Works.

TERRY HERSHEY PARK
● 500 acre park that runs along Buffalo Bayou. A ten foot wide hike and bike trail runs along the six mile stretch 

of bayou from Hwy 6 to Beltway 8.

RAY MILLER PARK
● 15 acre park with a pond, hiking trail access, playground, butterfly garden, and wildflower garden.

BEAR CREEK PIONEERS PARK
● 2,154-acre park that includes walking trails, equestrian trail, small zoo and aviary, playgrounds, soccer fields, 

little league and softball fields, tennis courts, and picnic area.
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Market Overview | Houston MSA

Houston is the 4th largest MSA in the nation and has one of the most thriving and diversified 

economies in the world. Located in Southeast Texas near Galveston Bay and the Gulf of Mexico, 

Houston is the southeast anchor of the greater megaregion known as the Texas Triangle. It is the 

largest city in the United States by total area, primarily in Harris County, with small portions of the 

city that extend into Fort Bend and Montgomery counties, bordering other principal communities of 

Greater Houston such as Sugar Land and The Woodlands.

The city has continued to grow at a rapid pace and is projected to have the largest population 

gain in the United States from 2020 – 2025 (549.8K additional residents). A recent projection by 

Moody’s ranks Houston #1 and #3 for the total population and job growth through 2025, 

respectively, just behind New York and Los Angeles. In addition, Houston is ranked second in 

projected net migration at 296.8K. Houston’s economy is well-diversified and offers a dynamic 

infrastructure across major industries including aerospace & aviation, advanced manufacturing, 

digital technology, energy, life sciences & biotechnology, healthcare, and transportation & logistics. 

The city also has one of the largest concentrations of headquarters and is home to 21 Fortune 500 

company headquarters. Houston boasts a low cost of living while maintaining a high-quality 

standard of life with luxuries and conveniences expected for a world-class city.
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West Houston | Employer Snapshot

Westchase District

● Hosts over 1,500 businesses and 93,000 employees

● Over 18 million SF of office space and 2.1 million SF of retail space

● Major employers (employees) include Jacobs Engineering (2,344), Phillips 

66 (2,200), Halliburton (1,700), BMC Software (1,277), CB&I (930), Aker 

Solutions (687), Cameron (649), and Schlumberger (621) 

● Lockton Place, a 186,000 square-foot eight-story tower for Lockton 

Companies, was completed in 2017 and brought 300 jobs to the area

● Home to brand new state-of-the-art Phillips 66 campus comprising 1.1 

million SF on 14 acres with 2,200 employees

Major Employers: 
West Houston & Westchase District



| 17Confidential – Do Not Distribute

Debt Assumptions & Return Metrics

The Company's pro-forma projections are based on assumptions regarding future events, such as the timing and extent of the recovery 
of the residential market and the stabilization of the debt markets. While the Manager believes that  these assumptions are reasonable 
and achievable, the likelihood of its occurrence is subject to many factors that are not within the control of the Company or its Manager 
and that could impair the ability of the Company to meet its  projections.

Lender: TBD

Term: 2 + 1 + 1 + 1

LTV / LTC: 58% / 73%

Estimated proceeds: $19,350,000

Interest type: Floating

Spread above SOFR: 3.45%

Interest-only period: Full-term

Amortization: N/A

Prepayment terms: 18 months minimum 
interest

Reversion Assumptions Year 2025

Exit Cap Rate 5.00%

Sales Cost 2.0%

Reversion NOI $1,680,600

Gross Sales Price $33,612,723

Gross Sales Price Per 
Unit $124,492

Target project-level IRR: 28.4%

Target project-level equity 
multiple: 2.08x

Target project-level return 
on cost: 6.1%

Target IRR to LP investors: 20.7%

Target equity multiple to LP 
investors: 1.73x
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Total Capitalization

Sources & Uses

Sources Uses

Senior Mortgage Debt $19,350,000 Purchase Price $21,538,000

LP Investor Equity (Common Equity) $6,670,000 Closing Costs $903,290 

GP Investor Equity (Common Equity) $670,383 CapEx Budget $3,010,194 

Acquisition Fee $366,149 

Reserves & Escrows $258,278 

Loan Fee $164,475 

Working Capital $450,000 

Total $26,690,383 Total $26,690,383
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Capital Improvement Budget
Description Budget

Interior

Upgrade Kit (lighting + plumbing fixtures, hardware) $163,607

Luxury Vinyl Plank + Bedroom Carpet Flooring $193,222

Interior Unit Upgrade Kit Labor $140,260

Cabinet reface $348,250

New tile surround at tubs $246,750

Quartz Countertops + Undermount Sinks $45,850

Interior Paint Color Change $158,853

Kitchen Backsplash $121,265

W/D Package $175,000

Exterior Repairs

Pool (FF&E, recoat deck, outdoor kitchen) $150,000

Structural/Metal/Wood Repairs $45,000

Leasing Office Refresh $125,000

Rebrand / Signage $125,000

Exterior Paint $210,000

Architecture / Design $35,000

Landscaping $85,000

Exterior Enhancements $90,000

Contingency $355,209

General Conditions $196,929

Grand Total $3,010,194

AfterAfter

BeforeBefore
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Distributions

DISTRIBUTIONS TO INVESTORS, LLC WILL BE AS FOLLOWS:

1. To the Investors, pari passu, all operating cash flows to an 8.0% IRR

2. 70%/30% (70% to Investors/30% to Promoted / Carried Interest ) of excess cash flow to 16% IRR

3. 50%/50% (50% to Investors / 50% to Promoted / Carried Interest) of excess cash flow thereafter

NOTE: These distributions will occur after the payment of the Company's liabilities (loan payments, operating
expenses and other fees as set forth in the LLC agreement, in addition to any member loans or returns due on
member loans). Distributions are expected to start by October 2022 and are projected to continue on a quarterly
basis thereafter. These distributions are at the discretion of the Manager, who may decide to delay distributions
for any reason, including maintenance or capital reserves.

This investment is speculative and involves substantial risks. This investment may not achieve its objectives. You 
should not invest unless you can  sustain the risk of loss of capital, including the risk of total loss of capital.
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Fee Summary

Acquisition Fee 1.70% of Purchase Price

TO RM COMMUNITIES %

Property Management Fee 2.50% of Effective Gross Income

TO ASSET LIVING %

The above table is a summary and there may be additional fees and expenses associated with this offering. Please refer to the Private 
Placement Memorandum for further details.

Asset Management Fee 1.5% of Effective Gross Income

Construction Management Fee 7.0% of Development / Construction Costs
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About Asset Living | Property Manager

In 1986, Asset Living was founded with a vision to better serve communities. Since the beginning, our undeniable passion has driven our organic growth from 

a small property management firm to one of the most trusted allies in real estate. Today, we’re honored to be a valued partner to customers and 

communities throughout the United States.

As the future of real estate unfolds, we’re committed to make the most of its unlimited potential. Whether we’re exploring new horizons or growing our 

capabilities, we are ever-evolving to turn challenges into opportunities and exceed industry expectations.  www.assetliving.com
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About LXMI Capital

LXMI Capital is a Texas-based developer, owner, and operator of real estate in the major markets of Texas.  LXMI is focused on 

acquiring under-performing multifamily real estate, typically undertaking a significant operational and physical makeover of these 

properties in order to reposition them as leaders amongst their competitive set. In Texas, LXMI serves as construction managers on all 

their local assets and contracts with best-in-class 3rd party property managers and designers. LXMI Capital was founded by Tony 

Gupta in 2019 and has acquired 11 properties with an aggregate value of over $341M since inception.  Total career AUM is $834M. 

STRATEGIES WE PURSUE

The strategies we employ across our new acquisitions:

1. Target under-performing Multifamily real estate in strong markets and submarkets.

2. Undertake an extreme makeover of these properties in order to reposition them as leaders amongst their competitive set.

3. Contract with best-in-class 3rd party property managers and designers, to have our properties distinguish themselves within 

their markets. 

4. In Texas LXMI Capital serves as construction manager on all our local assets.

5. LXMI Capital uses a collaborative team-based approach to take ideas from inception through execution with the least amount 

of disruption to business operations. 

6. Our teams genuinely value their relationships with our community members and continue to expand our base of long-term 

residents.

ACQUISITION CRITERIA
● Multifamily

● $10+ million

● A & B Assets

● Major Texas Markets

● Value-Add & Stabilized
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LXMI Capital | Sample of Recent Acquisitions  

PROPERTY NAME LOCATION UNITS ACQUISITION DATE ACQUISITION PRICE SALE DATE

Mirador Fort Worth, TX 350 2021 $ 72,000,000 Active

Reserve at City Place Houston, TX 264 2021 $ 51,480,000 Active

Green Springs San Marcos, TX 196 (beds) 2021 $ 15,800,000 Active

Ravella at Sienna Houston, TX 292 2021 $ 53,400,000 Active

Laurelwoode Houston, TX 324 2021 $ 48,000,000 Active

Verdian Place Dallas, TX 228 2020 $ 31,300,000 U/C

MIRADOR
Fort Worth, TX

RESERVE 
AT CITY PLACE

Houston, TX

GREEN SPRINGS
San Marcos, TX

RAVELLA 
AT SIENNA

Houston, TX

LAURELWOODE
Houston, TX

VERIDIAN PLACE
Dallas, TX
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LXMI Capital | Leadership 

Tony Gupta, Managing Partner

Prior to founding LXMI Capital, Tony served as a General Partner at Nimes Capital to build their buy-side private equity firm focused on 

opportunistic / value-add multifamily, hospitality and student housing. While at Nimes Capital, Mr. Gupta built a portfolio across the 

Southern USA and consistently generated above-market returns. Tony previously oversaw the real estate and operations for Counsyl, a 

biotechnology company acquired by Myriad Genetics, NASDAQ: MYGN.  As Managing Director, Tony was directly responsible for the

development of high throughput automated genetic sequencing labs in addition to corporate operations. Tony began his career at a

family office in San Francisco, where he transitioned into the COO of a portfolio company, focused on strategic investments in 

commercial real estate. Tony also supported the execution of complex infrastructure developments in excess of $2.5B with Clark 

Construction & Swinerton Management & Consulting.  Total commercial real estate $834M AUM. 

Tony holds an MS in Civil & Environmental Engineering from Stanford University and a BA in Economics from Stanford University.
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Disclosures

The purchase of the Units involves substantial risks and is suitable only for persons who have no need for liquidity in their investment and who can bear the risk of potential loss of their entire investment. You should carefully consider the 
risk factors set forth below as well as the other  information contained in this Memorandum before purchasing the Units. We may encounter risks in addition to those described below. Additional risks and uncertainties not currently known 
to us or that we currently deem to be immaterial may also materially and adversely affect your  investment.

Investors should consider the risks described below, as well as the other information contained in this Memorandum or incorporated by reference hereto, before making a decision to invest in the Company. Investors should be aware that an 
investment in the Company is speculative in nature  and involves a high degree of risk.  The possibility of partial or total loss of capital exists and Investors must be prepared to bear capital losses that might result from such an investment.  If 
any of the following risks actually occur, the Company’s financial condition and the results of its  operations could be materially and adversely affected. In addition, there will be occasions when the Manager and its affiliates, on the one hand, 
and the Members, on the other hand, may encounter potential conflicts of interest in connection with the Company. The considerations described  below, among others, should be evaluated carefully before making an investment in the 
Company. Additional risks and uncertainties not currently known to us or that we currently deem to be immaterial may also materially and adversely affect your investment.

Risks Related to the COVID-19 Coronavirus Worldwide Pandemic

On March 11, 2020, the World Health Organization declared the COVID-19 coronavirus outbreak a worldwide pandemic (the “Pandemic”). On March 13, 2020, President Trump declared a national emergency in the United States. Various cities and 
states have also declared emergencies. The  Pandemic and the reactions of various governments and citizens is causing (and any future outbreaks of the coronavirus disease may cause) massive disruptions in economies, financial markets, 
supply chains, businesses and daily life on a worldwide scale never seen in recent history. Such  disruption may continue for an extended period or indefinitely, may lead to a recession or depression in the United States and/or globally, and 
may adversely impact the Company. As of August 2020, the Pandemic has caused a near total cessation of all non-essential economic activities in  many U.S. cities and states. Many businesses have temporarily suspended operations and 
laid off employees. In the United States, persons have been diagnosed with COVID-19 in each of the 50 states. While the Company has a business continuity plan, it may be materially affected by the  Pandemic. The Pandemic and reactions by 
governments and citizens, and the impact of the Pandemic and such reactions on businesses and the economy, are creating and are likely to continue to create various issues for the economy that are impossible to fully predict or list here but 
all or  many could, and are likely to be, material, with such likelihood of materiality increasing the longer the duration of the Pandemic (and whether or not there is a recurrence of coronavirus even after the current Pandemic improves). The 
Pandemic may worsen substantially before it improves,  and the entirety of the United States will continue to be impacted. There is little certainty as to when the Pandemic will abate, or to what extent the United States economy will recover 
from the disruption caused by the Pandemic. In addition to the severe impact of the Pandemic on financial  markets and economies, other things that may impact the Company in connection with the Pandemic include the closure of courts 
and state governments, which among other things, can directly affect the ability to complete or enforce evictions, and the lack of in-person walk-throughs of the  Property (both for the Manager and appraisers). The closure of certain 
businesses or limitations in the ability of certain businesses to function, as well as declarations of states of emergency, and “shelter at home” measures in certain areas, have and could affect the ability of the staff of the  Manager and/or 
applicable property managers to function properly. A reduction in liquidity and increase in volatility in financial markets could affect the valuation of real estate, the health of the Company’s financing partners or other persons necessary for 
the Company to implement its  strategy and the ability to find third party financing.  Also, the Principals and staff members of the Manager could become infected with COVID-19, develop symptoms, and not be able to work, or not be able to 
work effectively. Of course, this crisis may also create opportunities for the  Manager for targeted investments and the Company will endeavor to position itself well to take advantage of these opportunities and mitigate the risks above 
inasmuch as they can be mitigated.

Risks Relating to This Offering, Our Business and Real Estate Investments in General

You will not have any control over the Property Owner or the Company or their respective operations. Rather, such control will be exercised solely by the Manages and the Principals.

You will not have any control over the Property Owner, the Company, or their respective operations. Rather, all such decisions will be made by the Manager and the Principals. Although the Principals have, to date, had a successful operating 
history in the real estate industry, there can be no  guarantee that this will continue in the future. Further, if the Property Owner, and therefore, the Company, does not achieve certain levels of performance, your investment would be adversely 
affected or lost entirely.

Because the Company intends to invest solely in the Property Owner, the sole asset of which will be the Property, your investment will not be diversified, thus subjecting your investment to greater risk should the Property prove not to be 
a profitable investment.

The Company intends to indirectly invest solely in the Property Owner, which will, in turn, invest solely in the Property. As a result, you will have a concentration of risk in a single asset class which has, by its nature, certain characteristics not 
present in other property types. By only investing in  the Property, the Company will not have the opportunity to spread its investment risk across multiple property types or other asset classes. Thus, should events occur which negatively impact 
the Property, the Company will have no ability to offset those events through investments in other  assets or asset classes, and your investment would materially and adversely be affected.
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Disclosures

The Company’s revenues will indirectly depend on the ability of the Property Owner to lease the Property at low vacancy rates.

The Property Owner’s, and therefore the Company’s, revenues from the Property will be dependent upon the creditworthiness of the Property’s tenants and would adversely be affected by the loss of or default by lessees. Lease payment 
defaults by tenants could indirectly  cause the Company to reduce the amount of distributions to the Members and force the Property Owner to find an alternative source of revenue to pay any mortgage loan on the Property.

In the event of a tenant default, the Property Owner may also experience delays in enforcing their rights as landlord and may incur substantial costs in protecting their investment and re-leasing the Property. If a lease for a unit on the Property 
is terminated or expires, the  Property Owner may be unable to lease units in the Property for the rent previously received. Furthermore, the Property may have some level of vacancy from time to time. In addition, the resale value of the 
Property could be diminished because the market value may  depend principally upon the value of the leases of the Property. As a result of the foregoing, the Property Owner, and therefore, the Company, may suffer reduced revenues 
resulting in the Company making lower or no cash distributions to the Members.

The existence of debt secured by the Property creates special risks to the Property Owner, which could have an adverse effect on the Company’s performance.

The presence of mortgage financing on the Property creates special risks. If there is a shortfall between the cash flow from the Property and the cash flow needed to service mortgage debt on the Property, then the amount of cash that flows up 
to the Company and is  available for distributions to the Members may be reduced. In addition, there is increased risk of loss since defaults on indebtedness secured by the Property may result in the Property lenders initiating foreclosure 
actions. In that case, the Property Owner could lose the  Property if the loan is in default, thus indirectly reducing the value of the Members’ investments to virtually nothing. If the Property is foreclosed upon due to a default, it is highly unlikely 
that the Company would be able to pay cash distributions to the Members, and your  investment would be partially lost or lost entirely. In addition, the Property Owner may be unable to refinance mortgage debt on the Property at appropriate 
times, which may require the Property Owner to refinance such mortgage debt on terms that are not advantageous  to the Property Owner, or could result in the foreclosure of the Property which, in turn, would have a material adverse effect on 
your investment.

Increased government regulations could have the effect of increasing the Property Owner’s expenses and adversely affecting the Company’s operating results.

Governmental authorities at all levels are actively involved in the promulgation and enforcement of regulations relating to land use and zoning restrictions, environmental protection and safety and other matters affecting the ownership, use 
and operation of real property.  Regulations may be promulgated which could restrict or curtail usages of existing structures, or require that such structures be renovated or altered in some manner. The enforcement of such regulations could 
have the effect of increasing the expenses, and lowering the  income or rate of return, as well as adversely affecting the value of the Property, and therefore, indirectly, the operating results of the Company.

The Company’s returns to the Investors will depend largely on the ability of the Property Owner to keep operating expenses low.

The Property will be subject to increases in certain operating expenditures associated with real estate, such as tax rates, fuel, utility costs, insurance costs, labor, repairs and maintenance, building materials and supplies, debt service, 
administrative and other operating  expenses. These costs are not generally decreased by events generally adversely affecting rental revenues, such as an unforeseen downturn in the real estate market, a lack of investor confidence in the 
market or a softening of demand. If the Property Owner is unable to  lease units on the Property on a basis requiring the tenants to pay all or some of the expenses, it would be required to pay those costs, and the cost of operating the Property 
may exceed the rental income derived from the Property. In addition, the Property Owner will  generally be responsible for real property taxes related to the Property. If the Property Owner fails to pay any such expenses payable to a 
governmental entity, such as taxes, the applicable taxing authorities may place a lien on the Property and the Property may be subject  to a tax sale. The foregoing could have a material and adverse effect on the operating results of the 
Property Owner, and therefore, your investment.

The short-term nature of our residential leases may adversely impact our income.

If the residents of the Property decide not to renew their leases upon expiration, the Property Owner may not be able to re-let their units. Because the Property Owner’s residential leases will be for apartments, they will generally be for terms of 
no more than one or two  years. If the Property Owner is unable to promptly renew the leases or re-let the units, then the Property Owner’s results of operations and financial condition will be adversely affected, which will, in turn, affect the 
Company’s financial condition. In addition, certain  significant expenditures associated with the Property Owner’s business (such as mortgage payments, real estate taxes and maintenance costs) is generally not reduced when 
circumstances result in a reduction in rental income. This may have an adverse effect on the  Property Owner’s and, in turn, the Company’s financial condition.
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Capital improvements and capital replacements could be costly to the Property Owner, and failure to make such improvements and replacements on a timely basis could hinder the Property Owner’s ability to fill vacancies.

The Property Owner may be required to expend funds to correct defects or to make improvements before the Property can be sold. If the Property Owner does not establish sufficient reserves for working capital or obtain adequate secured  
financing to supply necessary funds for capital improvements or similar expenses, the Property Owner may be required to defer necessary or desirable improvements to the Property. If the Property Owner defers such improvements, the  
Property may decline in value, and it may be more difficult for it to attract or retain tenants to the Property, or the amount of rent the Property Owner can charge for a unit on the Property may decrease. The Company cannot assure the  
Members that the Property Owner or the Company will have any sources of funding available for repair or reconstruction of damage to the Property in the future or to make such tenant improvements. The foregoing could have a material and  
adverse effect on the operating results of the Property Owner and, therefore, your investment.

Investments in real estate are inherently risky, and there are no assurances that the Company will generate positive returns.

The assets underlying the Company’s investment in the Property Owner will consist solely of real estate, namely, the Property. The Company is therefore subject to risks generally inherent in the investment in and ownership of real property,  
including changes in global, national, regional or local economic, social, demographic or real estate market conditions and other factors particular to the location of the Property. The Company is unable to predict future changes in these 
market  conditions. For example, a prolonged recession or rise in interest rates could make it more difficult to lease or dispose of the Property. In addition, rising interest rates could also make alternative interest bearing and other investments 
more  attractive and therefore potentially lower the relative value of the Property.

Other risks generally associated with the ownership of real property include, without limitation: changes in the number and financial condition of buyers and sellers of properties; increases in the availability of supply of property relative to  
demand; the quality and philosophy of the managers of the properties; competition based on rental rates, attractiveness and location of the properties; financial condition of tenants; tenant vacancies; rent strikes; quality of maintenance;  
insurance services; increases in real property taxes and tax rates, energy prices and other operating expenses; changes in interest rates and the availability of mortgage financing; changes in the relative popularity of properties; risks due to  
dependence on cash flow; risks and operating problems arising out of the presence of certain construction materials; and acts of God, uninsurable losses, terrorist acts and other factors beyond our control. Such risks also include fluctuations 
in  occupancy rates, rent schedules and operating expenses, which could adversely affect the value of Property.

The Property may be subject to economic, political, regulatory and social risks, which may affect the liquidity of the investment. There may be significant local government rules, regulations and fiscal policies relating to land use and permit  
restrictions (including those governing usage, improvements, zoning and rent control), local taxes and other transaction costs, and potential liability under changing environmental and other laws and regulations, which may adversely affect 
the  returns sought by the Company. In addition, real estate is subject to long-term cyclical trends that give rise to significant volatility in real estate values.

All of these and other risks may adversely affect operating results or make the sale or refinancing of the Property difficult or unattractive.

Based on the factors described above and elsewhere in this Memorandum, among other factors, the possibility of partial or total loss of capital exists, and investors in the Company should not invest unless they can readily bear the  
consequences of such a loss. Neither the Manager nor any of its affiliates, partners, officers or employees will be liable for the return to any Member of its capital contributions to the Company. Such distributions and returns, if any, will be  
made solely from the Company’s assets.


