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RM RRP CHEYENNE, LLC 

Membership Interests 

This Confidential Private Placement Memorandum (this “Memorandum”) is furnished on a confidential 
basis to a limited number of sophisticated and verified accredited investors (upon acceptance of 
subscriptions, each a “Member”, and collectively, the “Members”) for the purpose of providing certain 
information about an investment in membership interests (the “Membership Interests”) of RM RRP 
Cheyenne, LLC (the “Company”).  The Membership Interests have not been approved or disapproved by 
the Securities and Exchange Commission (the “SEC”) or by the securities regulatory authority of any state, 
nor has the SEC or any such securities regulatory authority passed upon the accuracy or adequacy of this 
Memorandum.  Any representation to the contrary is a criminal offense. 

This Memorandum has been prepared solely for the benefit of prospective investors to whom it was 
delivered.  Distribution of this Memorandum to any persons other than such prospective investors and those 
advisors retained by such prospective investors with respect thereto is unauthorized, and any reproduction 
or distribution of this Memorandum, in whole or in part, or the divulgence of any of its contents, without 
the express prior written consent of the managing of the Company, Cheyenne Rising Investor, LLC, a 
Delaware limited liability company (“Managing Member”), is prohibited.  Each prospective investor, by 
accepting delivery of this Memorandum, agrees to return it and all other related documents to the 
Managing Member at its request if the prospective investor does not decide to invest in the Company, if the 
prospective investor’s subscription is not accepted or if the offering is terminated. 

The Membership Interests have not been registered under the U.S. Securities Act of 1933, as amended (the 
“Securities Act”), the securities laws of any state or the securities laws of any other jurisdiction, nor is 
such registration contemplated.  The Membership Interests will be offered and sold under the exemption 
provided by Section 4(a)(2) of the 1933 Act and Regulation D (and specifically Rule 506(c)) promulgated 
thereunder and other exemptions of similar import in the laws of the states and jurisdictions where the 
offering will be made.  The Company will not be registered as an investment company under the 
U.S. Investment Company Act of 1940, as amended (the “Investment Company Act”).   As such, the 
Company’s activities will not be subject to the protections and restrictions of such regulatory regime 
(including position reporting and SEC inspection of the Company’s books and records). 

This Memorandum is submitted in connection with the private placement of Membership Interests of the 
Company and does not constitute an offer or solicitation in any jurisdiction to any person to whom such 
offer or solicitation would be unlawful.  These securities are intended to be offered and sold only to persons 
to whom offers or sales of the securities may be made without registration under applicable securities laws 
and who qualify as “accredited investors” as defined in Regulation D under the Securities Act of 1933, as 
amended. 

We will make available to each prospective investor and its advisors during this offering and prior to the 
sale of any interests the opportunity to ask questions and receive answers concerning any aspect of the 
Company and to obtain additional information, to the extent we possess such information or can acquire it 
without unreasonable effort or expense.  This Memorandum is qualified in its entirety by reference to the 
detailed provisions of the Limited Liability of the Company (the “Operating Agreement”), the Subscription 
Documents related thereto, and other documentation governing the Company (collectively, the “Governing 
Documentation”), copies of which will be made available upon request and which should be reviewed 
prior to subscribing for a Membership Interest.  In the event of any inconsistency between this 
Memorandum and a provision of the Governing Documentation, the Governing Documentation shall 
govern, and initially capitalized terms used but not otherwise defined herein shall have the meanings 
ascribed thereto in the Operating Agreement.  
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Investment in the Membership Interests involves significant risks.  Investors should have the financial 
ability and willingness to accept the risk and lack of liquidity that are characteristic of investments such as 
the Membership Interests and to bear a total loss of their investment.  See the section entitled Risk Factors 
for a discussion of certain factors that should be considered in connection with the purchase of Membership 
Interests.  No assurance can be given that the objectives of the Company will be achieved or that investors 
will receive a return of their capital.  Only those individuals who can afford a total loss of their invested 
capital should purchase Membership Interests. 

Certain information contained herein concerning economic trends and performance is based on or derived 
from information provided by independent third-party sources.  The Company believes that such 
information is accurate and that the sources from which it has been obtained are reliable.  The Company 
cannot guarantee the accuracy of the information and has not independently verified the assumptions on 
which the information is based. 

No representations or warranties of any kind are intended or should be inferred with respect to the 
economic return, if any, which may accrue to investors. 

There is no public market for the Membership Interests.  There can be no assurance that a public market 
will ever develop.  Each investor will therefore be required to hold the Membership Interests for an 
indefinite period of time and continue to bear the economic risk of a total loss of such investment.  The 
Membership Interests may not be sold, pledged, hypothecated, transferred or otherwise disposed of unless 
registered or qualified under the Securities Act, and applicable state securities laws or exemptions 
therefrom are available.  In addition, the Membership Interests are not transferable except in accordance 
with the terms of the Operating Agreement. 

The Managing Member reserves the right to reject any subscriptions for Membership Interests, in whole or 
in part at any time. 

Prospective investors should carefully read and review this Memorandum and the Operating Agreement 
with their tax, legal, and business advisors before deciding whether to invest. 

Please note the Company is not intended for investors that are sensitive to unrelated business taxable 
income (“UBTI”) or effectively connected income (“ECI”), which includes tax exempt organizations, and 
non-US persons and entities. 

IN ACCORDANCE WITH U.S. TREASURY REGULATIONS GOVERNING PRACTICE BEFORE 
THE IRS (CIRCULAR 230), WE HEREBY INFORM INVESTORS THAT (A) THE INFORMATION 
BELOW (OR OTHERWISE CONTAINED IN THIS DOCUMENT) IS NOT INTENDED OR WRITTEN 
TO BE USED, AND CANNOT BE USED, BY THE INVESTORS FOR THE PURPOSE OF AVOIDING 
PENALTIES THAT THE INTERNAL REVENUE SERVICE MAY ATTEMPT TO IMPOSE ON AN 
INVESTOR, (B) THE INFORMATION WAS WRITTEN TO SUPPORT THE PROMOTION OR 
MARKETING OF THE TRANSACTION OR MATTERS ADDRESSED BY THE WRITTEN 
INFORMATION AND (C) INVESTORS SHOULD SEEK ADVICE BASED ON THEIR PARTICULAR 
CIRCUMSTANCES FROM AN INDEPENDENT TAX ADVISOR.  
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS 

Certain statements and information in this Memorandum that are not historical facts are “forward-looking 
statements.”  These forward-looking statements represent the Company’s and the Managing Member’s 
expectations for the Company and involve certain risks and uncertainties.  Forward-looking statements may 
be identified by the use of words such as “may,” “will,” “expect,” “intend,” “anticipate,” “estimate,” 
“believe,” “plan,” “project,” or other similar language.  The Company and the Managing Member have 
based these forward-looking statements on their current expectations and projections about future events.  
The Company and the Managing Member believe that the expectations and assumptions with respect to 
these forward-looking statements were reasonable at the time they were made.  However, such expectations 
and assumptions may prove to be incorrect.  A number of factors could lead to results that may differ from 
those expressed or implied by the forward-looking statements.  Important factors that could cause actual 
results to differ from the expectations and assumptions described herein are discussed in more detail 
elsewhere in this Memorandum, including in the section entitled “Risk Factors.”  When reading this 
Memorandum and deciding whether to invest in the membership interests, potential investors should not 
place undue reliance on any forward-looking statements. 

Any market analysis, estimates and similar information, including all statements of opinion or belief 
contained herein, are subject to inherent uncertainties and qualifications and are based on a number of 
assumptions.  Any case studies or investment examples contained in this Memorandum are for illustrative 
purposes only, and they are not intended to present a comprehensive synopsis or a representative sample of 
past performance results achieved by the Managing Member or any other affiliated entity.  Past performance 
is not necessarily indicative of future results. 

* * * 

Each prospective investor therefore should consult with such prospective investor’s own advisors to 
evaluate the forward-looking statements and the associated assumptions and make such prospective 
investor’s own independent determination of the feasibility of the forward-looking statements and such 
assumptions. 

Moreover, neither the Company nor any other person assumes responsibility for the accuracy and 
completeness of these forward-looking statements.  The Managing Member is under no duty to update any 
of these forward-looking statements after the date of this Memorandum to conform prior statements to 
actual results.
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PROPERTY AND INVESTMENT SUMMARY 

Rising Realty Partners, LP, a Delaware limited partnership (“Rising” or the “Sponsor”) is pleased 
to present an opportunity to invest through the offering in Cheyenne Airport Center (the “Property”).  The 
Property is a five (5) building multi-tenant 143,983 square foot industrial park located in the North Las 
Vegas submarket at 3355-3575 Cheyenne Ave, Las Vegas, Nevada that is currently at 94% occupancy.  The 
Property enjoys a highly stable and diversified tenancy delivering 99% average rent collections in 2020 and 
is expected to provide predictable and sustainable cash flow in the future. The Company’s plans entail 
leasing current market ready suite(s), managing the rollover of existing tenants, and aggressively pursuing 
early renewals from tenants expiring in the next twelve (12) months. The Property plays into the strength 
of Rising’s multi-tenant operational expertise. Prospectively, the Rising team will proactively manage the 
asset to insure a quick lease-up of vacant suites, and produce high collections from tenants in order to 
deliver predictable distributions to its investors. 

The Property is an especially attractive acquisition target for five main reasons: 

1. The Company intends to acquire the Property at a significant discount to replacement cost. 

2. North Las Vegas is a supply constrained submarket with strong historical and projected 
rent growth (43% over last five years). 

3. Las Vegas is one of the strongest and most dynamic industrial markets in the country. 

4. The Property is presently 94% leased to 19 quality tenants that enjoy 8 years of weighted 
average lease term from inception 

5. The Property is well maintained, and current ownership has invested over $2.8 million to 
enhance its market presence. 

DESCRIPTION OF KEY INDIVIDUALS AND ENTITIES 

 The following summary highlights certain key individuals and entities related to an investment in 
the Company, and is intended only for quick reference.  You should read this entire Memorandum and the 
documents enclosed herewith before making an investment decision. 

The Company 

 RM RRP Cheyenne, LLC, a Delaware limited liability company (the “Company”), is a newly 
formed entity formed for the purpose of acquiring and holding a 100% membership interest (the “Property 
Owner Interest”) in Cheyenne Owner, LLC (the “Property Owner”) described below.  The Company’s 
managing member is Cheyenne Rising Investor, LLC, a Delaware limited liability company (the 
“Managing Member”).  Investors will become Members (in the Operating Agreement, “Participating 
Members”) in the Company through their investment in the Offering. 

The Property Owner 

 Cheyenne Owner, LLC is the “Property Owner”.  The Property Owner will be formed as a single 
purpose entity for the purpose of acquiring and holding a 100% interest in the Property.  The Property 
Owner shall be member-managed (by the Company, its sole member).  The sole business of Property Owner 
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shall be holding for investment, improving, managing, leasing, operating and ultimately selling its interest 
in and to the Property.   

The Managing Member and Sponsor 

 The Managing Member is responsible for the management of the business and affairs of the 
Company.  The Managing is managed by Rising L.L.C.,  a Delaware limited liability company and an 
affiliate the Sponsor.   

 Rising is a full-service, vertically integrated real estate platform specializing in creating and adding 
value to real estate assets.  Rising is an investor, operator, and owner focused on the major coastal markets 
in California, from San Francisco to San Diego, and other major western markets.  Rising currently has 
over 4.7 million square feet of assets under management and over 1 million square feet of assets for which 
Rising provides property management services.  With over 125 years of collective experience in the real 
estate industry and varying backgrounds across geography and product type, the Rising team has a seasoned 
and informed view of maximizing returns to its investors. 

Management 

The Company has no employees and does not intend to have any employees or incur any employee 
expenses.  All day-to-day management and administrative operations of the Company will be provided by 
the Managing Member.  The Managing Member has assembled a team of advisors and managers, all of 
whom have significant real estate investment experience.  Over the past three decades, the advisors and 
principals of Rising have amassed a track record of numerous property acquisitions, development projects 
and fund management experience. 

Each individual serving on the Managing Member’s senior management team will be responsible 
for the duties related specifically to their area of expertise and management obligations.  Although members 
of the senior management team may engage in other business activities (whether in the real estate business 
or otherwise) and will not devote all of their efforts to the Company, they will devote sufficient business 
time and attention to the affairs of the Company necessary to pursue the Company’s objectives.   

Managing Member Management Team 

Nelson Rising 

Christopher Rising 

Scott McMullin 

Mimi Lui 

Kayce Hawk 

Christopher C. Rising, Founder and Chief Executive Officer, Rising Realty Partners 

Christopher Rising serves as the Chief Executive Officer of Rising, managing the company’s day-
to-day business activities, while also serving on its Investment Committee.  In addition to being an 
experienced and adept administrator, Christopher is skilled at managing acquisitions and creative 
development. 
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From 2008 to 2010 Christopher served as Senior Vice President, Asset Transactions at MPG Office 
Trust, Inc.  (NYSE:  MPG), where he worked directly to improve MPG’s finances through debt reduction 
and restructuring. 

Christopher currently serves as a member of the Board of Regents of Loyola High School and 
chairs the Investment Committee.  He is also Treasurer and a member of the Board of the Los Angeles 
River Revitalization Corporation and he chairs the Real Estate Committee.  He is a member of the San 
Gabriel Valley Chapter of the Young President’s Organization.  Christopher is also a member of the Board 
of Trustees of Chandler School in Pasadena and the Board of Overseers at Loyola Law School. 

Christopher received a J.D.  Law, Real Estate from Loyola Law School and a B.A. in History and 
Political Science from Duke University. 

Nelson C. Rising, Founder and Chairman Emeritus, Rising Realty Partners, LP 

Nelson Rising is a veteran of 40 years in the real estate industry, the Chairman Emeritus of Rising 
Realty Partners, LP and former Chief Executive Officer.  He has led two large publicly traded real estate 
companies, chaired the Federal Reserve Bank of San Francisco and built some of the most iconic buildings 
and new communities in California and the West.  Mr. Rising has also served as a top political strategist to 
some of the most powerful elected officials in the United States including the successful Mayoral campaigns 
of Los Angeles’ Tom Bradley.  He has chaired campaigns for California Governor and U.S. Senate as well.  
Prior to forming Rising Realty Partners, Mr. Rising was President & CEO of MPG Office Trust, Inc., the 
owner of over half of the institution-quality office space in downtown Los Angeles.  From 1994-2005, Mr. 
Rising served as Chief Executive Officer of Catellus Development Corporation.  During his tenure, he 
oversaw the company’s successful evolution from a railroad land company to a diversified development 
company and a real estate investment trust.  Most notable of the many Catellus developments is Mission 
Bay in San Francisco, the largest mixed-use development in the history of the city.  Catellus merged with 
ProLogis in September 2005 in a $5.5 billion transaction. 

Mr. Rising received a B.A. with honors in Economics from UCLA and a Juris Doctor from UCLA 
School of Law.  He practiced law at O’Melveny & Myers prior to entering the real estate industry. 

Scott McMullin, Principal and Chief Investment Officer 

Scott McMullin is a Principal at Rising and serves as its Chief Investment Officer.  Scott has been 
a capital partner with Rising since 2015 and recently joined Rising as Principal and CIO.  He oversees the 
capital market needs for Rising, as well as serving on the company’s Advisory Board and Investment 
Committee.  Prior to joining Rising, Scott was a Founding Principal of Suntex Marina Investors.  Originally 
partnering with SMI in 1994, Scott most recently served as Chairman of the Board, CIO and COO as the 
company grew to acquire approximately $1 billion of marinas throughout the US. Scott has also founded 
other successful real estate ventures such as Stratford Hospitality and Stratford Golf.  Prior to forming 
Stratford, Scott spent sixteen years as an Executive Managing Director with HFF.  There, he oversaw over 
$30 billion of real estate transactions in all asset classes and served on the firm’s Operating Committee, 
facilitating the creation of the Los Angeles and San Francisco debt and equity platforms. Scott was also 
instrumental in the formation of the private equity affiliate, HFF Securities, holding the position of Principal 
at the broker/dealer. HFF executed an IPO in 2007.  Scott is a graduate of Duke University and a member 
the Young Presidents Organization. 
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Mimi Liu, SVP Operations & Controller 

Mimi Liu oversees operations, human resources, accounting, financial reporting, budgeting and 
control systems in support of the Rising Realty Partners’ dynamic growth and investment strategies. 

Prior to joining Rising, Mimi held a senior position at CIM Group, an urban real estate and 
infrastructure investment firm in Hollywood, where she led the accounting and operations department of 
highly complex Infrastructure Fund properties with over $200 million in investor commitments. 

Mimi has also held senior finance and accounting positions at BNY Mellon, Western Asset and 
Wells Fargo Capital Markets, where she managed structured private equity funds and derivatives portfolios.  
Mimi earned a B.S. in Biology from UCLA and a Master of Accounting from the Leventhal School of 
Accounting at USC. 

Kayce Hawk, SVP Property Services 

As SVP, Property Services, Kayce Hawk manages operations, strategic planning, impact initiatives 
and business development of Rising’s property management assignments and teams.  Kayce was an integral 
part of Rising’s reposition and sale of Rising’s signature project PacMutual.  Her expertise in project 
management combined with a prior career in accounting lent itself well to streamlining the multiple 
repositioning projects that took place at PacMutual. 

Prior to joining Rising Realty Partners in 2014, Kayce managed 4.6 million square feet of Class A 
industrial buildings for institutional owners in Seattle, Washington.  In 2011, Kayce completed her Certified 
Property Manager (CPM) designation through IREM.  Kayce also has a Bachelor of Arts degree in 
Communication from Seattle Pacific University. 
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DESCRIPTION OF THE OFFERING 

The Company has been organized by its managing member, Cheyenne Rising Investor, LLC (the 
“Managing Member”), as a Delaware limited liability company for the primary purpose of indirectly 
(through the Property Owner) acquiring, operating, managing, maintaining, improving, marketing, leasing, 
financing, refinancing, holding for long-term appreciation and ultimately selling and otherwise realizing 
the economic benefit from certain improved real property located at 3355-3575 Cheyenne Ave, Las Vegas, 
Nevada, commonly known as “Cheyenne Airport Center” (the “Property”). 

The following information is presented as a summary of principal terms only and is qualified in its 
entirety by reference to the Company’s Operating Agreement, a copy of which is attached hereto as 
Appendix A.  The Operating Agreement should be reviewed carefully.  In the event that the terms described 
herein are inconsistent with or contrary to the terms of the Operating Agreement, the Operating Agreement 
shall control.  Capitalized terms used but not defined herein shall have the meanings ascribed to them in 
the Operating Agreement. 

The Offering: The Managing Member is offering (the “Offering”) Membership Interests in the 
Company.  The Company is targeting the offer and sale of Membership Interests 
representing approximately $7,580,000 in initial capital contributions.  However, total 
capital contributions required will be determined in the discretion of the Managing 
Member prior to the acquisition of the Property based on the final terms of the loan to 
be obtained in connection with the acquisition of the Property and the amount of capital 
needed to make contemplated initial renovations of the Property. 

The Property 
and 
Investment 
Plan: 

The Company was formed for the purpose of acquiring and holding 100% of the 
membership interests in Cheyenne Owner, LLC, a Delaware limited liability company 
(the “Property Owner”), which in turn was formed to hold sole title to the Property (as 
defined below). 

The Company plans to generate revenue by acquiring, indirectly holding for investment, 
and ultimately selling, in each case, through its ownership of the membership interests 
of the Property Owner, the “Cheyenne Airport Center” located at 3355-3575 Cheyenne 
Ave, Las Vegas, Nevada (the “Property”). 

The Property is a five (5) building multi-tenant 143,983 square foot industrial park 
located in the North Las Vegas submarket. 

The Loan: The Property Owner will be borrower under a loan with Citizens Commercial Banking 
(the “Lender“) and although the Company itself is not the borrower, its operations may 
be restricted by the Lender as set forth in the documentation relating to the loan. The 
loan terms and loan documents are not yet final and subject to change, including 
changes that may affect the Company or the Members. 

Membership 
Interests: 

Purchasers of Membership Interests become members of the Company (the 
“Members” or “Participating Members” as defined in the Operating Agreement).  
The Membership Interests entitle the holder to participate in certain allocations and 
distributions from the Company as set forth in the Operating Agreement and as 
summarized below.  Each Member’s liability generally will be limited to the amount of 
the Member’s capital contributions to the Company, plus undistributed profits.  
Members participating in this Offering will hold approximately 90% of the Membership 
Interests in the Company, with the Managing Member holding the remaining 10%. 



4845-0484-9392.7 
390317.00006 -6-  
 

Minimum 
Investment: 

The minimum investment by an investor is $35,000, although individual investments of 
lesser amounts may be accepted at the discretion of the Managing Member. 

Member 
Commitment: 

Investors will be required to contribute to the capital of the Company the total amount 
of their capital commitment specified in their subscription documents by the Closing or 
within 10 days of receipt of a capital call notice from the Managing Member.   

To the extent that a Member fails to make capital contributions equal to its full initial 
Capital Commitment, the Managing Member or its affiliates may make the defaulted 
contribution and solicit additional capital contributions from prospective members and 
the defaulting investor may see a dilution in their ownership percentage.  

Closing Date: The initial closing for the Offering is expected to occur on or before September 
30, 2021.  The closing timing will occur at the discretion of the Managing Member 
(“Closing”).  The Property is anticipated to be acquired on July 14, 2021. 

RM 
Technologies 
and 
Prospective 
Investor 
Verification: 

In order to facilitate the offering, the Managing Member will be using the secure, 
Internet-based website found at www.realtymogul.com, which is operated by RM 
Technologies, LLC, a California limited liability company (“RM Technologies”), and 
which constitutes proprietary web-based software which permits issuers to connect with 
prospective investors online (the “Platform”).  The Sponsor will also utilize a separate 
(i.e. unaffiliated with either RealtyMogul (as defined below) or the Sponsor) third-party 
in order to verify prospective investors’ accredited investor status and this may expose 
prospective investors’ personal and financial information to parties unknown to the 
Company and its affiliates. The Sponsor will engage this third party verification 
company as an independent contractor to assist it with these verification procedures in 
this offering, however the Managing Member will oversee and ultimately be responsible 
for the verification of the accredited investor status of all Members. 

Use of 
Proceeds: 

The purchase price for the Property is $20,850,000.  The total acquisition costs with 
expected improvements is currently estimated at $23,916,802.  The amount is expected 
to be paid with $8,422,256 in equity proceeds (consisting of $7,580,000 from Offering 
proceeds, plus an additional $842,250 cash proceeds from other sources), an estimated 
$15,449,375 in debt financing from Citizens Commercial Banking (together with its 
successors and assigns, the “Lender”), and $45,171 in net capitalized cash flow.  The 
Company currently estimates use of proceeds from the Offering as follows: 
 
Purchase of Property: $20,850,000 
Tenant Improvements: $716,875 
Capital Expenditures $1,225,171 
Carry Costs & Working Capital $200,000 
Financing & Closing Costs: $924,756 
Total: $23,916,802 
 
The proceeds from the offering will also be used to repay the Bridge Loan 
as described below. 

 

 

Managing 
Member: 

The Managing Member of the Company is Cheyenne Rising Investor, LLC.  The offices 
of the Managing Member are located at 433 South Spring Street, Suite 700, Los 
Angeles, CA 90013. 

http://www.realtymogul.com/
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Admin 
Member: 

RM Admin LLC, a Delaware limited liability company and affiliate of RM 
Technologies (“RM Admin” and together with RM Technologies, “RealtyMogul”), 
will be the “administrative manager” of the Company (in such capacity, the “Admin 
Manager”). The Admin Manager is not affiliated with the Sponsor or the Managing 
Member, and has many rights that a manager would have, which limits the Managing 
Member’s authority and discretion in certain ways as more fully set forth in the 
Operating Agreement. 

Control by 
Managing 
Member: 

Subject to the rights of Admin Manager, the Managing Member will exercise exclusive 
management and control over all aspects of the Company’s business.  The Members 
have no right to participate in the Company’s management except for certain limited 
voting rights as specifically set forth in the Operating Agreement.  Except for these 
rights, the Members will have no other voting or approval rights.   

The Managing Member may be removed, depending on lender consent, and a successor 
Managing Member shall be appointed  by Admin Manager, depending on lender 
consent, upon a Managing Member Event of Default, which includes (i) Managing 
Member’s breach of its obligations or representations under the Operating Agreement; 
(ii) Managing Member’s fraud, gross negligence or willful misconduct; (iii) Managing 
Member’s unauthorized transfer of its interest in the Company; (iv) Managing 
Member’s failure to make its initial capital contributions to the Company; or (v) 
Managing Member’s failure to sell the Property in compliance with the Operating 
Agreement. 

Investors should carefully review the Operating Agreement for the authority granted to 
the Managing Member and for other limitations on a Member’s ability to take action.  
The form of Operating Agreement is attached hereto as Appendix A.   

Capital 
Commitment 
of the 
Sponsor/Man
aging 
Member: 

The Managing Member will make capital contributions to the Company equal in the 
aggregate approximately $780,000.  This contribution will be made to the Managing 
Member through the Sponsor or its principals. 

Asset 
Management 
Fee: 

The Company shall pay to Managing Member, an asset management fee in the amount 
of one percent (1%) of the effective gross income from the Property. 

Acquisition 
Fee: 

The Company shall pay to Managing Member concurrently upon acquisition of the 
Property, an acquisition fee in the amount of one and one-half percent (1.5%) of the 
purchase price of the Property. 

Disposition 
Fee: 

Solely in the event that the applicable sale will result in the Participating Members 
receiving an IRR of ten percent (10%) or more, the Company shall pay to Managing 
Member concurrently upon disposition of the Property (if applicable), a disposition fee 
in the amount of one-quarter percent (0.25%) of the sales price of the Property. 
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RM 
Technologies 
Fees: 

 

 

 

 

 

The Company shall also pay all fees, costs, reimbursements, and other amounts due to 
RM Technologies, as and when required by that certain Posting and Placement 
Administration Agreement dated as of June 2021 by and among RM Technologies, 
Admin Manager and the Sponsor, including, without limitation, the following fees: (i) 
that certain $15,000 fee as compensation to RM Technologies for use of the Platform; 
(ii) as compensation for investor onboarding services, a fee of $1,400 per Participating 
Member (which shall accrue as incurred); (iii) marketing fees Admin Manager may 
incur with a third party marketing agency not to exceed $15,000; (iv) the actual incurred 
third-party legal fees and expenses of Admin Manager in an aggregate amount up to 
$15,000; (v) travel expenses for one site visit; (vi) reimbursement for photography 
services not to exceed $2,500 in the aggregate; and (vii) reimbursement of insurance 
consulting fees not to exceed $2,500 in aggregate. 

Admin 
Manager 
Fees: 

The Company shall also pay to Admin Manager an annual fee (the “Administrative 
Services Fee”) in the amount of 1.0% of the aggregate Initial Capital Contributions 
raised in connection with the initial offering of the Participating Members, which 
Administrative Services Fee shall be payable on a quarterly basis and payable solely as 
an offset of distributions which otherwise would be paid to the Participating Members.  
In addition, Amin Manager shall be entitled to receive ten percent (10%) of any 
“promote” distributions payable to Managing Member pursuant to (and as more fully 
described in) the Operating Agreement. 

Property 
Manager: 

The Company, Sponsor or the Property Company will enter into a property management 
agreement (“Property Management Agreement”) with Rising Realty Partners, LP (or 
an affiliate) (the “Property Manager”) and BKM Capital Partners (or an affiliate) (the 
“Sub-Property Manager”).  In connection with the Property Management Agreement, 
the Property Company or Sponsor shall pay to the Managing Member a combined 5% 
of the effective gross income from the Property, which will be allocated between the 
Property Manager and the Sub-Property Manager (collectively, the “Property 
Management Fees”). 

Company 
Expenses: 

The Managing Member shall be entitled to reimbursement from the Company of all 
expenses incurred and paid by the Managing Member on behalf of the Company, 
including, without limitation, all expenses incurred by the Managing Member in the 
formation of the Company or the Property Company, the issuance of Interests in the 
Company, and/or in connection with the acquisition, financing, holding, refinancing or 
disposition of the Property. 

Term of 
Company: 

The expected hold period for the Property is three (3) years.  Upon the sale of the 
Property, the Company will be wound-up and dissolved. 

Distributions 
from Cash 
Flow: 

Distributions of Available Cash (whether from operations or upon a capital event) shall 
be made on a quarterly basis within thirty (30) days after the end of each fiscal quarter 
unless reasonably determined otherwise by the Managing Member and Admin 
Manager.  All such distributions shall be made in the following order of priority: 

(a) First, to the Members (including the Managing Member), pari passu until such 
time as each has received aggregate distributions under the distributions section in an 
amount equal to their respective aggregate Capital Contributions; 
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(b) Second, pari passu, to the Members (including the Managing Member) in 
proportion to their Company Percentages until the Members have received a nine 
percent (9%) IRR; 

(c) Third, pari passu, 85% to the Members (including the Managing Member) in 
proportion to their Company Percentages, 13.5% to the Managing Member, and 1.5% 
to Admin Manager, until the Participating Members have received a fourteen percent 
(14%) IRR; 

(d) Fourth, pari passu, 80% to the Members (including the Managing Member) in 
proportion to their Company Percentages, 18% to the Managing Member, and 2% to 
Admin Manager, until the Participating Members have received an eighteen percent 
(18%) IRR; and 

(e) Fifth, pari passu, 75% to the Members (including the Managing Member) in 
proportion to their Company Percentages, 22.5% to the Managing Member, and 2.5% 
to Admin Manager. 

Trigger/Buy-
Out Clause: 

Prior to the Lockout Date (which is thirty (30) months after the acquisition of the 
Property), the Property can only be sold if Managing Member and Admin Manager 
agree.  After the Lockout Date, if Managing Member proposes holding the Property for 
another year and Admin Manager agrees, then Admin Manager cannot force a sale of 
the Property during that year, even if an impasse exists regarding a Major Decision.  
Between the Lockout Date and the Trigger Date (which is four (4) months before the 3-
year Loan matures), assuming Managing Member and Admin Manager are not subject 
to an agreement to hold the Property as described above, Managing Member can force 
the Property to be marketed for sale.  If that has not occurred, then after the Lockout 
Date (assuming Managing Member and Admin Manager are not subject to an agreement 
to hold the Property as described above), then (a) Managing Member can force the 
marketing and sale of the Property to an unaffiliated third party, (b) if Admin Manager 
disagrees with a Major Decision proposed by Managing Member before the Trigger 
Date, then  Admin Manager can force the marketing and sale of the Property (in which 
case Managing Member has the right to purchase the interests of all the Participating 
Members for Fair Market Value, which is determined by an appraisal process, or to 
market the Property for sale to an unaffiliated third party), or (c) Admin Manager can 
force Managing Member to purchase the interest of all the Participating Members for 
the Fair Market Value, which is determined by an appraisal process, if Managing 
Member defaults or the Property is not marketed for sale by the Trigger Date.  

Restrictions 
on Transfers: 

Members generally may not transfer their Membership Interests in the Company 
without meeting certain conditions and obtaining the approval of the Managing 
Member. 

Amendments: The Operating Agreement may not be amended without the written approval of the 
Managing Member, the Admin Manager and Majority-in-Interest of the Members. 

Indemnificati
on:  

The Company will indemnify the Managing Member, Members, the Admin Manager 
and officers of the Company, and each of their Affiliates, shareholders, members, 
partners, officers, employees, attorneys, accountants, and agents against all claims, 
liabilities, penalties, damages, costs and expenses (including legal fees) incurred by 
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them by reason of their activities on behalf of the Company or the Members, except for 
fraud, willful misconduct or gross negligence. 

Temporary 
Bridge Loan: 

Additionally, if the Company believes that there will be a shortfall in equity in 
connection with the acquisition of the Property by the Property Owner, the Company 
may request a short-term unsecured bridge loan (the “Bridge Loan”) from Realty Mogul 
Commercial Capital, Co., a California corporation (the “Bridge Lender”) to enable the 
Company to bridge any temporary gap between its collected initial Capital 
Contributions from Participating Members and its obligations for investment in the 
Property Owner (and the Property). All accrued interest and other charges of the Bridge 
Lender, payable by the Company will accrue to the account of the Company. As and 
when the Company receives distributions from the Property Owner, those distributions 
must be applied in repayment of the Bridge Loan prior to any distributions to the 
Members of the Company, which may reduce distributions to investors; however, the 
Bridge Loan will also be repaid to the extent (and as and when) the Company raises 
additional initial Capital Contributions from new Participating Members. The Bridge 
Loan will mature 90 days from the date the Bridge Loan is extended to the Company. 

Reporting 

 

Within 30 days after the end of each calendar quarter, the Managing Member shall cause 
to be prepared and sent to Member at any time during the fiscal quarter then ended a 
financial report of the Company, and will upload such investor reports or updates and 
leasing updates into the appropriate interface located on the Platform within 30 days 
after the calendar quarter.  The investor reports will include detailed financial 
statements (consisting of balance sheet, income statement, statement of cash flows, 
trailing 12-month income statement, mortgage statement, bank reconciliations, general 
ledger and rent roll), each detailed by line item.  The Managing Member shall also 
provide each Participating Member with such additional reports as are necessary, 
including leasing reports, in the reasonable discretion of the Managing Member, to 
inform the Participating Members of material developments relating to the Company 
and/or the Property. 

Additionally, The Managing Member shall use a Certified Public Accountant approved 
by Admin Manager to prepare (or cause to be prepared), and shall file or cause to be 
filed on or before the due date (or any extension thereof), any Federal, state or local tax 
returns required to be filed by the Company.  Within 60 days after the end of each fiscal 
year, the Managing Member shall furnish each Participating Member with such 
information as may be needed to enable each Participating Member to file its Federal 
income tax return and any required state income tax return, along with a copy of the 
information return filed by the Company.  All decisions regarding tax elections shall be 
made by the Managing Member (after consultation with the Company’s accountants or 
tax advisors).  Additionally, if any Federal, state or local tax returns or forms required 
to be filed by the Company (including, without limitation, final IRS Schedule K-1s) are 
not delivered on or before March 15th for the immediately preceding tax year, the 
Managing Member shall pay to the Participating Members, as liquidated damages and 
not as a penalty, the sum of One Hundred Fifty and 00/100 Dollars ($150.00) for each 
day that K-1s are not delivered to the Participating Members after March 15th. 

Risk Factors: Purchase of the Membership Interests should be considered only by persons who have 
substantial financial resources and do not have a need for liquidity in this investment.  
The securities are speculative and involve a high degree of risk.  Investors may lose all 
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or part of their investment.  Each prospective investor should carefully review the risk 
factors set forth in Appendix C hereto. 

Subscription 
Procedures: 

To purchase Membership Interests, investors must complete and sign the subscription 
documents and Operating Agreement which are available via the Platform and must 
submit the appropriate financial information and records to have their accredited 
investor status verified.  Investors must also provide any additional documentation 
requested by the Managing Member or Admin Manager. 

Tax 
Consideration
s: 

The Managing Member expects the Company to be taxed as a partnership for U.S. 
federal income tax purposes, in which case each Member will be required to report and 
take into account its allocable share of Company income, gain, loss, deduction and 
credit for each tax year of the Company, regardless of the amount of cash, if any, 
distributed to the Members in such tax year.  Each prospective investor should consult 
with its own tax advisor regarding all Federal, state, local and foreign tax considerations 
regarding its own tax situation applicable to an investment in the Company. 

Suitability 
Standards: 

This Offering is limited to persons and entities that qualify as “accredited investors” as 
defined in Rule 501(a) promulgated under the Securities Act of 1933, as amended, that 
have been verified as such, and that are purchasing Membership Interests for their own 
account for investment and not for resale.   

Additional 
Information: 

The Managing Member is available to answer questions and provide additional 
information.   

Legal 
Counsel: 

The Managing Member has engaged legal counsel to represent the interests of the 
Managing Member, and not the interests of any other Member, in connection with this 
Offering.  The Company has not been separately represented by independent counsel in 
its formation or in its dealings with the Managing Member.  Company legal counsel 
does not represent any investor in connection with the Offering. 
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THE PROPERTY DESCRIPTION 

 

Property Highlights 

 Five institutional quality industrial buildings totaling 143,983 square feet 

 Property features include 14’ clearance, 32 Grade Level Doors and ample parking with 
33% coverage 

 Attractive unit sizes ranging from 1,736 SF – 18,820 SF 

 70% of the units are built out to BKM’s Optimized TI Package 

 Functional industrial park with three points of ingress/egress on Cheyenne Avenue 

 High credit quality anchor tenants including Veterans Affairs and Las Vegas Police (15% 
of Project), both of whom have occupied since the asset was built 

Advantages of Small Bay/Multi-Tenant Industrial Space 

 Multi-tenant parks attract a growing entrepreneurial tenant base 

 Varied unit sizes cater to numerous users and allow for growth within the park leading to 
higher tenant retention 

 Large tenant base and short lease terms smooth properties’ rent rollover profiles and 
reduces “lumpy” net operating income 

 Diversified rent rolls limit property owners’ exposure to secular downturns in any one 
industry 

 Shorter lease terms creates the ability to push rental rates sooner to take advantage of 
near-term rent growth  

 Multiple tenants create stable occupancy and reduces cash flow volatility 

 Lower turnover costs and reduced down time resulting from standardized unit build outs 
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Property Photos 
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Las Vegas Market Overview 

Las Vegas is the “Geographic Hub” of the Southwest due to Central Location to California, 
Phoenix, Denver, and Salt Lake City.  Las Vegas is located at the major junction of I-15 and US-95 and is 
within a one-day drive of Los Angeles, San Diego, San Francisco, Phoenix, Denver, Salt Lake City, and 
Reno. McCarran International Airport is the 9th busiest in the country, with over 30 airlines providing 
service to 145 locations. Over 85% of McCarran’s traffic is origination and destination, which is amongst 
the highest percentage or any U.S. airport. Las Vegas is one of the most attractive destinations in the 
world for tourism, 42.5 million people visited Las Vegas in 2019. 

Las Vegas is one of the fastest growing Metropolitan Areas in the U.S. & a National Leader in 
Economic Growth. Las Vegas has experienced an e-commerce boom in recent months and companies are 
relocating from Southern California like never before as a low cost alternative and better quality of life. 
The population of Las Vegas has roughly doubled in the last 20 years and is currently the 28th most 
populous city in the U.S. Nevada is the country’s second fastest growing state population by percentage 
with a population increase of 1.7% from 2019-2020. Total employment in the Las Vegas area has grown 
at an average annual rate of 3.6% over the last five years versus only 1.8% national growth over the same 
period. Southern Nevada tourism industry totaled $63.3 billion in economic impact in 2019, supporting 
roughly 376,800 jobs and generating $17.1 billion in wages and salaries. 

Major corporations have a significant presence in Las Vegas, including Johnson Electric, 
Republic Services, iHeartMedia, Zappos.com, Allegiant, Citadel Broadcasting Corporation, UNLV, 
Amazon.com, Southwest Airlines, RGIS 

Las Vegas Industrial Market 

 Las Vegas continues to expect steady growth as a significant number of companies are looking to 
expand and to relocate to the market. 

 Overall vacancy was 4.6% in Q42020, which is largely attributed to 2.8 MSF of new product 
being delivered in Q4 2020. 

 Strong net absorption totaling 1.7 MSF in Q4 2020, and 2020 total absorption reached 6.4 MSF. 

 Q12021 net absorption totaling 2.4 MSF driving overall market vacancy down to 3.8%. 

 Demand for industrial space remains strong with 6.4 MSF under construction & 8.9 MSF 
planned. 

 Due to increased demand for this product type, rental rates have increased 43% since the end of 
2015, approximately 8.5% annually. 

 The vacancy rate is remains relatively low at just 4.4%. 

 Only 17% of the vacant industrial base is multi-tenant buildings. 
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Las Vegas Multi-Tenant Vacancy & Overall YTD Net Absorption 

 

North Las Vegas Industrial Submarket 

 The North Las Vegas submarket continued to represent the largest amount of activity with nearly 
5.0 bMSF of positive net absorption in 2020, accounting for over 78% of the overall market’s annual net 
absorption. The majority of completed construction for 2020 occurred in this submarket accounting for 
nearly 98% of total completions. The completions are larger, dock high distribution buildings. Average 
asking lease rates have increased 24% since the end of 2015, or approximately 5% annually. Multi-Tenant 
product like the Property has not been delivered in North Las Vegas since last cycle and no new projects 
are under construction or planned. Strong multi-tenant market dynamics in this market with a little over 
100 multi-buildings in North Las Vegas and a low vacancy rate of 5.1% Vacancy has decreased 51% over 
the past five years. 
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Loan Summary 

 

Lender Citizens Commercial Banking 

Borrower Cheyenne Owner, LLC 

Anticipated Initial 
Loan Balance 

$13,552,500 (65% of purchase price) 

Future Funding $1,225,171 for Capital Expenditures; $720,000 for Tenant Improvements and 
Leasing Commissions 

Loan Amount $15,449,375 at stabilization 

Term 36 months, full term interest only; two (2) one (1) year extension options 

Anticipated Rate Libor + 225 bps floating. Current rate of 2.38%; Swap to fixed - 2.76% fixed 
for term 

Commitment Fee 50 bps on total loan amount 

Borrower Guarantee Rising, LLC to provide standard non-recourse carve out guarantee and 
Environmental Indemnity satisfactory to Lender 
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APPENDIX A 

 
LIMITED LIABILITY COMPANY AGREEMENT 

(See Attached or on RealtyMogul Platform) 
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APPENDIX B 

PROJECTIONS 

The following pro forma income statement (the “Projections”) is for illustrative purposes only and 
is based upon the Managing Member’s estimates and assumptions concerning future events.  These 
estimates and assumptions are inherently uncertain and are subject to significant economic, competitive 
and other uncertainties and contingencies beyond the Company’s and the Managing Member’s control.  
There can be no assurances that the assumptions will in fact prove to be accurate, and the assumptions upon 
which the Projections are based should be reviewed carefully.  The Projections should be viewed merely as 
financial possibilities based on the assumptions and there can be no assurance that the projected results will 
be attained.   

No assurance can be given that any of the assumptions on which the Projections contained herein 
are based will prove to be correct or that the projected figures will be attained.  Actual results will vary 
from the Projections, and the variations may be both material and adverse.  See “Risk Factors” for certain 
factors that may affect the Company’s actual future results.  The Projections were not prepared, compiled, 
reviewed or examined by independent public accountants with a view toward public disclosure or 
compliance with published guidelines of the American Institute of Certified Public Accountants regarding 
prospective financial information.  Investors are cautioned not to place undue reliance on the Projections. 

The Projections in this Appendix B incorporate by reference those financial projections provided 
to prospective investors by the Managing Member on the Platform. 

(See Attached or on RealtyMogul Platform) 
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APPENDIX C 

RISK FACTORS AND POTENTIAL CONFLICTS OF INTEREST 

Risk Factors 

The purchase of Membership Interests in the Company involves a high degree of risk and such an 
investment is suitable only for persons and entities of substantial financial means that anticipate no need 
for immediate liquidity of such an investment and can bear the financial risk of a complete loss of their 
investment.  No assurance is given that the investment objective of the Company will be achieved or that 
investors will receive a return of their capital.  No representations or warranties of any kind are intended or 
should be inferred with respect to the economic return, if any, which may accrue to investors.  You should 
carefully consider the following risks and all of the other information set forth in this Memorandum before 
deciding to make an investment. 

EACH PROSPECTIVE INVESTOR SHOULD CONSULT WITH SUCH PROSPECTIVE 
INVESTOR’S TAX, LEGAL, BUSINESS AND OTHER ADVISORS REGARDING THE RISKS OF 
INVESTING IN THE COMPANY BEFORE SUBSCRIBING FOR MEMBERSHIP INTERESTS IN THE 
COMPANY.  THE FOLLOWING RISK FACTORS, AMONG OTHERS, SHOULD BE CAREFULLY 
CONSIDERED. 

Risks Related to the Company’s Business 

COVID-19 Impact.   

 COVID-19, the respiratory illness caused by a novel coronavirus, has resulted in a global pandemic 
and major disruption to economies and markets around the world, including the United States. Global 
financial markets have experienced extreme volatility and severe losses, and trading in many instruments 
has been disrupted.  In many areas of the United States, local authorities have enacted shelter-in-place 
orders and forced the closure of non-essential businesses.  In addition, local and national authorities have 
expanded or extended measures imposing restrictions on the ability of landlords to enforce residents’ or 
tenants’ contractual rental obligations and limiting landlords ability to raise rents or evict non-paying 
tenants.  These circumstances may continue for an extended period of time, and may continue to affect 
adversely the value and/or liquidity of the Property, Company, or any of its affiliates or assets.  The ultimate 
economic fallout from the pandemic, and the long-term impact on economies, markets, industries and 
individual issuers, are not known.  Governments and central banks, including the Federal Reserve in the 
U.S., have taken extraordinary and unprecedented actions to support local and global economies and the 
financial markets.  The impact of these measures, and whether they will be effective to mitigate the 
economic and market disruption, will not be known for some time.  COVID-19, regulations relating thereto, 
or indirect impacts of COVID-19 could affect the value of the Property, could delay or prevent the closing 
of the acquisition of the Property and could result in the loss of the entire investment of an investor in the 
Company. In addition to COVID-19, it is possible that an entirely new and unrelated health pandemic could 
adversely impact the Company and/or Property, returns for owners or indirect owners, the closing of the 
Property, in ways that are both foreseeable and unforeseeable. 

Local or National Regulations May Adversely Impact the Property or Investors.  

 Local, state or national authorities may enact, expand or extend certain measures or regulations, in 
connection with, or wholly independent from, the COVID-19 pandemic. These measures or regulations 
include, by way of example, rent-freezes, eviction moratoria, rent control or rent stabilization efforts, or 
court closures, any of which could impose direct or indirect restrictions on the Company’s ability to enforce 
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residents’ or tenants’ contractual rental obligations and limiting the Company’s ability to raise rents upon 
renewal, which may adversely impact the Property or its, investors, owners, or indirect owners. 

Election Impact.  

 The results of the November 2020 elections have potential to lead to a change in laws that could 
impact taxes or real estate. The Company and its investors, owners and indirect owners could be adversely 
affected if legislation changes current laws. 

The Company will be subject to the risks associated with a lack of diversification. 

The Company’s investment will be limited to the Property.  Accordingly, the Company will not 
have the geographical and other diversification present in some other types of investments and this lack of 
diversification will increase the Company’s exposure to adverse real estate or market conditions or other 
risk factors.  Lack of diversification of investments will have the effect of increasing the risks associated 
with an investment in the Company. 

The vacancy rate and rental prices at the Property may fluctuate.   

The vacancy rate of the Property is subject to fluctuations due to the possibility of the non-renewal 
or termination of the tenant leases.  An increase in the vacancy rate could substantially and materially affect 
the rate of return on, and the financial viability of, the Property.  The vacancy rate, and consequently the 
projected rent rate, for the Property are both subject to various other risk factors that could affect the ability 
of the Company to maintain projected vacancy rates or avoid lowering the rent rate. 

The Property will experience significant competition for tenants.   

The availability of other comparable properties near the Property may result in a tenant deciding to 
move to another property.  Competition from nearby facilities could also make it more difficult to attract 
new tenants and may reduce the rental rates that existing or new tenants are willing to pay.  Such 
competition could adversely affect the amount of the returns that the Investors are able to realize on an 
ongoing basis or upon the eventual sale of the Property. 

The Managing Member and its management team will not devote their full time to the Company. 

The Managing Member and its management team will devote so much of their time to the business 
of the Company as, in the judgment of the Managing Member, is reasonably required to run the business 
of the Company.  The Managing Member and its managers, officers, partners, employees, and agents, may 
continue to engage in any other business or activity in which the Company may have no interest, and such 
business(es) or activity(ies) may be competitive with the business of the Company. 

No Prior Operating History 

The Company is a newly-formed limited liability company with no prior operating history from 
which to assess the prospects for its business.  Since the Company has no operating history there is only a 
limited basis upon which to evaluate the Company’s prospects for achieving its intended business 
objectives.  There is no assurance that the Company will be able to attain profitability.  The Company’s 
profitability is dependent upon many factors beyond its control.  The Company’s success will depend on 
the ability of the Managing Member to develop, construct, manage and dispose of Property. 
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The Company will rely on the Managing Member and its affiliates to operate its business. 

The Company’s ability to achieve its business objectives will be largely dependent upon the efforts 
of the Managing Member’s management team.  All decisions with respect to the management of the 
Company and the Property will be made exclusively by the Managing Member, the Property Manager and 
the Sub-Property Manager.  The Company has not entered into employment agreements or other 
understandings with the members of the management team or obtained any “key man” life insurance on 
their lives.  The loss of the services of any of such key executives could have a material adverse effect on 
the Company’s ability to successfully achieve its business objectives.  The Managing Member and its 
management team have agreed to devote only such time as they determine, in their sole and absolute 
discretion, as is reasonably necessary to carry out the business and affairs of the Company. 

The Admin Manager has Substantial Rights and Could Restrict Managing Member's Activities to the 
Detriment of Investors. 

RM Admin LLC, a Delaware limited liability company and affiliate of RM Technologies (as 
defined in the LLC Agreement) will be the "Admin Manager" of the Company.  The Admin Manager has 
significant rights in the Operating Agreement, including veto rights and the potential ability to force a buy-
out of the Members. Additionally, upon the meeting of certain conditions, and potentially depending on 
any lender's consent, Admin Manager may remove the Managing Member and appoint and new 
management member and, depending on lender consent, Rising may no longer be able to exercise any 
control over the Company. 

As the Company’s “partnership representative”, the Managing Member will have sole authority to act 
on behalf of the Company and the Members with respect to Internal Revenue Service audits  

Pursuant to the Bipartisan Budget Act of 2015 (“BBA”), the Company is required to designate an 
eligible person to act as the “partnership representative”.  The Operating Agreement designates the 
Company’s Managing Member as its partnership representative.  As partnership representative, the 
Managing Member will have the sole authority to act on the Company’s behalf, and on behalf of the 
Members for purposes of, among other things, federal income tax audits and judicial review of 
administrative adjustments by the Internal Revenue Service.  Any actions taken by the Managing Member 
as partnership representative will be binding on the Company and all of its Members.  Members are not 
entitled to receive a separate notice from the Internal Revenue Service of any audit of the Company’s return 
or of the results of the audit or to initiate an administrative adjustment request with respect to tax returns 
for prior years. 

The right of any Member to bring an action against the Managing Member is severely limited and the 
Company is obligated to indemnify the Managing Member. 

The Company is obligated to indemnify the Admin Manager, Managing Member, the Company’s 
officers, and any of their officers, directors, employees, agents or affiliates from any and all claims of third 
parties directly by reason of any act or omission performed or omitted by that person in good faith on behalf 
of the Company and in a manner reasonably believed to be within the scope of the authority conferred on 
that person, except for claims of fraud, willful misconduct or gross negligence.  In addition, these persons 
will have no liability to the Company for a mistake or error in judgment or for any act or omission believed 
to be within their scope of authority unless such mistake, error of judgment or act or omission made, 
performed or omitted by them constituted fraud, willful misconduct or gross negligence.  As a result, the 
right of any Member to bring an action against the Managing Member or its executives for breach of their 
fiduciary duties or other obligations to the Company is severely limited. 
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In addition, the Operating Agreement requires the Company to advance expenses (including 
reasonable legal fees) incurred by the Managing Member in defending any claim, demand, action, suit or 
proceeding prior to the final disposition upon receipt by the Company of an undertaking to repay the amount 
advanced if it is determined that the Managing Member is not entitled to be indemnified. 

The Offering is being conducted through an online third-party platform operated by RM Technologies, 
and the Company will also engage an independent third-party verification company to verify prospective 
investors’ accredited investor status. 

The Company is using the Platform operated by RM Technologies for the first time, and therefore 
there may be added complications or expenses incurred by the Company which may be borne by Members.  
In addition the Company is engaging an independent (i.e. unaffiliated with either RealtyMogul or the 
Sponsor) third party verification company which will be assisting Managing Member in verifying 
prospective investors’ accredited investor status and this may expose prospective investors’ personal and 
financial information to parties unknown to the Company and its affiliates.  Notwithstanding this 
engagement by the Company of this third party verification company however, the Managing Member will 
ultimately oversee and be responsible for the verification of the accredited investor status of all Members. 

Industrial Real Estate.   

 Laws or market conditions could change that result in the profitability of industrial real estate 
being less attractive and profitable, which could adversely affect the Company and its Members. 

Risks Generally Associated With Real Property Ownership 

The Company will be subject to general risks associated with the ownership of real property. 

As an owner of real property, the Company will be subject to the risks generally incident to the 
ownership of real estate, including the lack of liquidity associated with real estate, uninsured casualty losses 
from wars, terrorism, earthquakes, floods and other catastrophes, adverse changes in general or local 
economic conditions, changes in the investment climate for real estate, changes in supply of or demand for 
competing properties in the area, changes in the interest rates and availability of financing that may render 
the sale or refinancing of any property difficult or unattractive, changes in governmental rules in real estate 
and zoning laws, taking by eminent domain, and increases in real property tax rates and federal economic 
controls.  Real estate has historically experienced significant fluctuations and cycles that may reduce the 
value of the Property.  There can be no assurance that the value of the Property will exceed its cost at all 
times or that the Property will be able to maintain its value.  In addition, there can be no assurance that the 
sale or refinancing of the Property will result in a profit. 

The Company will be subject to the risks associated with development and redevelopment of properties. 

The Company plans on making capital improvements to the Property.  The construction or 
rehabilitation of any property is subject to various risks.  Construction and rehabilitation requires various 
governmental approvals, which may include discretionary approvals such as a use permit conditioned on 
satisfying various requirements.  Applying for these approvals can be a costly and time-consuming process, 
with no assurance that the requested approvals will be obtained.  Failure to obtain development approvals 
can have a significant adverse effect on the Property. 

If approvals are obtained, then development also involves risks of construction that are beyond the 
Company’s control, such as labor actions, adverse weather, supply and cost of labor and materials and other 
contingencies, which could cause the cost of construction and/or the time required to complete construction 



 

4845-0484-9392.7 
390317.00006 

APPENDIX C 
-5-  

 

to exceed the estimates.  The ability of contractors to perform their services in a timely and cost-efficient 
manner is subject to a number of variables that are outside the control of the Company.  Construction must 
be completed in a good and workmanlike manner.  Construction defects can arise from, among other things, 
design defects, inadequate or faulty construction plans and specifications, poor workmanship or defective 
materials.  Correction of serious defects can be costly and time-consuming. 

The Company will be subject to the risk of uninsured and underinsured losses. 

Although the Company intends to arrange for customary insurance coverage for the Property, such 
as comprehensive insurance, including liability, fire and extended coverage, there are certain types of losses 
(generally of a catastrophic nature, such as wars, terrorism, earthquakes and floods), that are either 
uninsurable or not economically insurable.  Even if a loss is covered, it may exceed coverage limits.  Should 
any uninsured or underinsured risk occur, both capital contributions and anticipated profits could be lost. 

The Company will be subject to the risks associated with the use of borrowed funds and leverage. 

The Company intends to fund the acquisition of the Property in part with borrowed funds, which 
will be repaid out of the cash flow from the Property, which could decrease investors' distributions.  As a 
result of the use of leverage, a decrease in rental revenues from the Property may materially and adversely 
affect cash available for distribution to the Company’s Members.  No assurance can be given that cash flow 
will be sufficient to make payments on borrowed funds and to cover all operating expenses. 

Should the Company’s revenues be insufficient to service the Company’s debt and pay taxes and 
other operating costs, the Company will be required to utilize working capital, seek additional funds or 
suffer a foreclosure of the Property.  There can be no assurance that additional funds will be available to 
the Company, if needed, or if such funds are available, that they will be available on terms acceptable to 
the Company.  Further, prospective investors should bear in mind that certain principal and interest 
payments due on borrowed funds will not be fully funded when these obligations mature and that the 
Company must sell or refinance the Property prior to maturity in order to have sufficient funds to retire 
such indebtedness.  The risk of loss in leveraged transactions is always greater than that in non-leveraged 
transactions because in the latter case no debt service payments are required to be made out of the cash flow 
of the projects and there is no foreclosure risk.  Foreclosure of the Property could result in tax liability to 
the Members under circumstances in which the Members most likely would not receive cash distributions 
from the Company to pay such taxes. 

The Company may be subject to environmental liability. 

As the direct or indirect owner of real property, the Company will be subject to various federal, 
state and local laws, ordinances and regulations that make the owners or operators of real property liable 
for the costs of removal or remediation of certain hazardous substances.  This liability is often imposed 
without regard to whether the owner or operator knew of or was responsible for the presence or release of 
such substances and may be imposed jointly and severally upon all succeeding landowners.  The presence 
of hazardous substances on any property in which the Company invests or its failure to properly remediate 
such substances may adversely impact the Company’s ability to sell, rent or borrow against such 
contaminated property. 

Environmental laws may also impose restrictions on the manner in which property may be used or 
businesses may be operated, and these restrictions may require expenditures.  Environmental laws provide 
for sanctions in the event of noncompliance and may be enforced by governmental agencies or, in certain 
circumstances, by private parties. 
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In order to address environmental issues, the Company intends to subject the Property to a 
preliminary environmental investigation.  Such investigation generally involves an examination of public 
records for ownership, use and current permitting status, site visits, visual inspections for indications of 
contamination or potential contamination and interviews with the onsite managers.  Such inspection 
generally does not involve invasive procedures, such as soil sampling or ground water analysis.  As a result, 
there can be no assurance that the environmental studies of the Property will reveal all environmental 
conditions, liabilities or compliance concerns.  In addition, environmental conditions, liabilities or 
compliance concerns may arise with respect to any property after a preliminary review has been completed.  
If it is ever determined that hazardous substances are present, the Company could be required to pay all 
costs of any necessary clean-up work, although under certain circumstances claims against other 
responsible parties could be made. 

The Company’s due diligence regarding the Property may not reveal all relevant factors. 

There can be no assurance that the Company’s due diligence will uncover all relevant factors that 
would be material to its decision to acquire the Property.   

The Company may experience delays in the sale of the Property. 

The Company’s current expectations include selling the Property within a three-year period.  It is 
possible, however, that various circumstances may make it difficult to sell the Property within that time 
period.  Any delay in selling the Property will delay the availability for distribution to the Members of any 
cash flow that may result from such sale and may impair the returns realized by the Members. 

Risks Related To This Offering 

There is no assurance that the Company will be able to achieve its objectives, as a result of which 
investors may lose some or all of their capital contributions. 

There can be no assurance that the Company will succeed in achieving its objectives (including 
targeted returns).  As a result, there is no guaranty that investor capital contributions will ever be returned 
or repaid or that any profits will be paid or realized.  Investors should not subscribe unless they can readily 
bear the consequences of such loss.  Even if the Company achieves profitability, an investor’s investment 
should be viewed as a long-term investment unlikely to provide returns in the near term. 

Distributions will be subject to prior payment of expenses and reserves. 

There will not be any cash flow available for distribution until the Company has made all payments 
required under its debt obligations and all other payments required to be made for operating expenses and 
other payables, including the payment of fees to the Managing Member and its affiliates, and the Managing 
Member has established a reserve for liabilities.  Prior to investing, investors are strongly urged to consult 
with advisors and undertake an independent analysis of such investment.  There is no guarantee that any of 
the proceeds raised pursuant to this Offering or any return thereon (or any of the other proceeds raised by 
the Company) will ever be returned or distributed to investors. 

The Membership Interests are illiquid and have limited transferability. 

The Membership Interests being sold in the Offering are restricted securities under the Securities 
Act of 1933 for which no public or private market presently exists or is expected to develop.  Transfers of 
Membership Interests are subject to restrictions on transfer under U.S. federal and state securities laws and 
the Operating Agreement.  Investors should anticipate retaining the Membership Interests for the indefinite 



 

4845-0484-9392.7 
390317.00006 

APPENDIX C 
-7-  

 

future.  Under the Operating Agreement, Members generally may not transfer Membership Interests without 
the consent of the Managing Member, which consent may be withheld in the Managing Member’s sole and 
absolute discretion.  The Company does not plan to register the resale of Membership Interests under the 
securities laws and the Managing Member will have the absolute right to determine if a proposed sale or 
transfer of Membership Interests is exempt from registration.  As a result of these restrictions on transfer, 
it may be difficult or impossible to transfer the Membership Interests to any transferees.  Except in the case 
of a transfer of a Member’s entire interest in accordance with the Operating Agreement, a Member may not 
voluntarily withdraw, resign or retire from the Company without the prior written consent of the Managing 
Member, which consent may be withheld in the Managing Member’s sole and absolute discretion.  In 
addition, no Member will have the right to partition any assets of the Company or any interest therein. 

Accordingly, an investment in the Membership Interests should be made only by an investor if the 
investor can assume the risks of an illiquid investment indefinitely. 

Under certain circumstances Members may be required to repay to the Company or its creditors 
distributions previously received by Members. 

The Company is a Delaware limited liability company.  Under Delaware law, the Company’s 
Members generally will not incur personal liability for the liabilities and obligations of the Company in 
excess of their capital contributions.  However, in some instances if the Company is unable to otherwise 
meet its obligations, Members may be required to repay to the Company or its creditors distributions 
previously received by Members to the extent such distributions are deemed to have been wrongfully paid 
to Members. 

The Company’s financial projections may not be achieved. 

The projections contained in any reports previously, contemporaneously or subsequently sent to 
investors are based on numerous assumptions that are subject to uncertainty and over which the Company 
will have no control.  There is no assurance that the assumed or projected returns will be achieved or 
maintained or that the assumed level of expenses will not be exceeded.  Reduced revenue, increased 
expenses or a combination of both, will decrease the operating profit on which the forecasted amounts of 
cash distributions are based. 

Potential Conflicts of Interest 

Various conflicts of interest exist or may arise out of the Company’s relationship with its Members, 
the Managing Member, the principals of the Managing Member and their respective affiliates and 
representatives (collectively, the “Sponsor Related Parties”).  These conflicts include, but are not limited 
to, the following: 

Co-Invest Opportunities 

 The Sponsor and certain of its affiliates intend to co-invest in the Property through the Managing 
Member.  The investment terms of the Managing Member and its affiliates may be more beneficial than 
those provided to investors in the Company.  In addition, the Managing Member and its affiliates may have 
different investment objectives than the investors in the Company.  The management by the Managing 
Member of the co-investment entity and the Company could lead to conflicts of interest based on these 
differing investment objectives, including when making decisions to refinance, redevelop or sell the 
Property.  While the Managing Member will attempt to limit these conflicts, there can be no assurance that 
the Managing Member will be able to do so or that the decisions made by the Managing Member will be 
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the same decisions that would have been made by the investors in the Company or an independent third 
party in the same circumstances. 

Competition 

In view of the limited purposes of the Company, the Operating Agreement provides that no Member 
will have any obligation (fiduciary or otherwise) with respect to the Company or to the other Members 
insofar as making other investment opportunities available to the Company or other Members.  The Sponsor 
Related Parties expect to continue to sponsor, manage, form, acquire, hold, sell or dispose of interests in 
private or public equity or other similar investment vehicles and may make investments in partnerships, 
limited liability companies and other entities formed to acquire real estate and other investments 
(collectively, the “Related Investments”).  NONE OF THE SPONSOR RELATED PARTIES ARE 
UNDER ANY OBLIGATION WHATSOEVER TO SHARE ANY RELATED INVESTMENTS OR ANY 
OTHER INVESTMENT OPPORTUNITIES, IDEAS OR STRATEGIES WITH THE COMPANY OR 
THE MEMBERS. 

The Managing Member believes that it has sufficient staff and personnel to discharge its duties and 
obligations under the Operating Agreement and the Company’s obligations.  However, the Managing 
Member, the principals of the Managing Member and their respective employees will devote only so much 
of their time to the business of the Company as in their judgment is reasonably required.  Generally, none 
of these entities or individuals expects to devote substantially all of their working time to the affairs of the 
Company or its investments.  Because the Managing Member, the principals of the Managing Member and 
their employees may be involved in managing or advising the Related Investments, they will have conflicts 
of interest in allocating their management time, staff and economic resources among the Company and the 
Related Investments, as well as any other activities in which they may acquire an interest. 

Reimbursement and Compensation 

The Managing Member and its affiliates are entitled to reimbursement for costs and expenses 
incurred by them on behalf of the Company that relate to the business and affairs of the Company.  No 
other Member (or affiliate thereof) will be reimbursed for any such costs or expenses.  In addition, the 
Managing Member or its affiliate will be entitled to receive an acquisition fee and an annual management 
fee.  The fees and distributions payable to the Managing Member were not determined on an arms’-length 
basis.  It cannot be assured that an unaffiliated party would not be willing and able to provide to the 
Company the same services at a lower price.  In addition, there is a conflict of interest in that the Managing 
Member may have incentives to pay the foregoing reimbursements and compensation to the detriment of 
other third-party creditors of the Company, which could be detrimental to the Members and may reduce the 
return of or any return on the investments made by the Members pursuant to this Offering.  There is also a 
conflict of interest in that the Managing Member may have incentives to establish larger reserves to pay the 
foregoing reimbursements and compensation, which would reduce the amount of cash flow available for 
distribution to the Members. 
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APPENDIX D 

U.S. FEDERAL INCOME TAX CONSIDERATIONS 

The following is a summary of some of the United States federal income tax aspects of investing 
in the Company.  It is based on the Internal Revenue Code of 1986, as amended (the “Code”), existing 
Treasury Regulations promulgated thereunder (the “Regulations”) and judicial decisions, and on current 
administrative rules and interpretations by the Internal Revenue Service (the “IRS”).  It is possible that 
changes in the law and/or interpretations of the law may be effected by future legislation, judicial decisions 
and/or the IRS.  Any such change may or may not be retroactively applied.  This summary does not purport 
to deal with all aspects of federal income taxation that may affect Members, particularly in light of their 
individual circumstances, nor with certain types of Members subject to special treatment under the federal 
income tax laws.  Furthermore, no state, local or foreign (non-U.S.) tax consequences or U.S. federal tax 
consequences other than income taxes (e.g., estate and gift tax consequences) are discussed.  This summary 
does not constitute tax or legal advice and is not intended to be a substitute for careful analysis of the tax 
issues associated with an investment in the Company.  Consequently, prospective investors should consult 
with, and must rely upon the advice of, their own tax advisors with respect to all of the federal, state, local 
and foreign (non-U.S.) income tax and other tax consequences of investing in the Company. 

Changes in Tax Laws 

It is anticipated that present federal income tax laws, or the interpretation of present federal income 
tax laws, will change.  Such changes, which could apply retroactively and adversely affect the Members, 
may materially change the tax consequences described below.  The Managing Member is under no 
obligation to provide (and will not provide) any information concerning (or update) any changes to the tax 
laws described in this offering.  Furthermore, no rulings have been or will be requested from any federal or 
state taxing authorities as to any matter, nor will an opinion of tax counsel be obtained with respect to any 
matter relating to an investment in the Company.  The discussion herein is not binding upon, nor considered 
authority by, the IRS or any court or state taxing authority, and no assurance can be provided that the tax 
treatment claimed by the Company (or any Member) will not be successfully challenged by the IRS or any 
state taxing authority. 

Tax Status of the Company 

The Managing Member intends to cause the Company to elect to be treated as a partnership for 
federal tax purposes.  Many of the tax consequences discussed below depend upon the classification (for 
federal income tax purposes only) of the Company as a partnership rather than as an association taxable as 
a corporation.  However, if, for any reason, the Company were treated as an association taxable as a 
corporation, or otherwise taxable as a corporation (for example, see “U.S. Federal Income Tax 
Considerations - Publicly Traded Partnership Considerations”), then (i) the Company would be subject to 
federal and state income tax on its taxable income at corporate income tax rates, without a deduction for 
any distributions to the Members, and (ii) the Members would be forced to treat all distributions of money 
or property by the Company as dividends, return of capital or capital gain items (without regard to whether 
the Company itself paid tax on the income that is the source of the distributions).  The discussion below 
assumes that the Company will be treated as a partnership for federal income tax purposes and not as an 
association taxable as a corporation. 
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Publicly Traded Partnership Considerations 

A partnership that constitutes a “publicly traded partnership” may be taxed as a corporation in 
certain circumstances.  Were the Company to be treated as a “publicly traded partnership” and subject to 
tax as a corporation, the substantial adverse tax consequences described above would result. 

Generally, under the Regulations, a partnership will not be treated as a “publicly traded 
partnership” unless interests in the partnership are either (i) traded on an established securities market or 
(ii) readily tradable on a secondary market or a substantial equivalent.  Interests in the Company will not 
be traded on an established securities market and restrictions have been imposed upon the transfer of 
interests in the Company which may satisfy certain “safe harbor” restrictions contained in the Regulations.  
This should enable the Company to avoid classification as a “publicly traded partnership.” 

Effect of Partnership Status 

Assuming the Company is respected as a partnership for federal income tax purposes, the Company 
itself will not be subject to U.S. federal income tax.  Instead, each Member, regardless of whether such 
Member receives a distribution of cash flow, will be required to report and take into account its allocable 
share of the Company items of income, gain, loss, deduction and credit.  Each Member will generally be 
subject to U.S. federal income tax on its allocable share of such Company items as if recognized directly 
by the Member, although such items are generally treated as realized by the Company for purposes of tax 
characterization. 

Following the close of the Company’s taxable year, the Company will provide its U.S. federal 
income tax information to each Member on a Schedule K-1.  The Schedule K-1 will specify the amount of 
Company income, gain, loss, deduction or credit allocated to such Member.  Each Member is solely 
responsible for preparing and filing its own federal and state tax returns reflecting the income, gain, loss, 
deduction or credit allocated by the Company to such Member.  To prepare the Schedule K-1s, the 
Company may be dependent upon receiving tax information from the operating companies in which the 
Company invests.  This information may not be received in sufficient time to permit the Company to prepare 
and circulate the Schedule K-1s to the Members prior to April 15 of each year.  As a result, each Member 
may be required to file for extensions for the completion of its income tax returns and may be required to 
make estimated tax payments. 

Each Member will generally be required to treat the Company items on such Member’s individual 
income tax return in a manner that is consistent with the treatment of such items shown on the Schedule K-
1.  This general rule applies unless the Member files a statement with the IRS disclosing the inconsistent 
treatment.  An audit of a Member’s individual return could be triggered as a result of inconsistently treated 
items. 

Company Income and Losses 

The Company’s income, gain, loss, deduction and credit will be largely dependent upon the results 
of operations of properties in which the Company invests.  However, to the extent that the Company makes 
an investment in a real estate-related entity, as opposed to a direct investment in the property, the Managing 
Member expects that those investments will be treated as interests in partnerships or disregarded entities 
for federal income tax purposes and, as such, the Company’s income, gain, loss, deduction and credit will 
generally be the Company’s allocable share of the income, gain, loss, deduction and credit of such entity. 
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Allocation and Reallocation of Company Income and Losses 

The Operating Agreement generally attempts to allocate Company income, gain, loss, deduction 
and credit to each Member in a manner that (i) will correspond to the cash flow distributions the Company 
will make to each Member (other than distributions that constitute a return of capital contributions to the 
Members), and (ii) will generally result in each Member’s capital account equaling the amount of cash flow 
distributions each such Member will be entitled to receive from the Company upon its liquidation.  
However, under Section 704(b) of the Code, items of income, gain, loss, deduction or credit of the Company 
allocated to a Member will not be respected for federal income tax purposes (and allocated in whole or in 
part away from such Member) unless the allocation has “substantial economic effect.”  Although the 
allocations to Members have been drafted in an attempt to comply with Section 704(b) of the Code and the 
“substantial economic effect” requirements of the Regulations, the Regulations are extremely complex and 
there is no assurance that the IRS will respect these allocations. 

If the allocation of an item lacks “substantial economic effect,” then each Member’s share of such 
item will be reallocated on the basis of such Member’s “interest in the Company” taking into account all 
facts and circumstances relating to the economic arrangement of the Members.  Any reallocation of an item 
of income, gain, loss, deduction and/or credit of the Company could result in additional tax liability, interest 
and potential penalties to the Members. 

Timing of Taxable Income and Cash Flow 

The Company is not required to make current distributions of cash flow to the Members.  
Accordingly, Members may be allocated taxable income by the Company without receiving corresponding 
distributions of cash flow from the Company to pay any tax liabilities associated with such income.  Each 
Member and such partner’s advisors therefore should be aware that they may need to rely on cash derived 
from outside sources (and not the Company) to pay income taxes on income realized from the Company.  
For partners that are not U.S. persons, the Company will be required to withhold U.S. federal income tax 
on such partner’s share of the Company’s taxable income and gains and to pay such taxes over to the 
Internal Revenue Service.  Such non-U.S. partners will receive a credit against their U.S. income tax 
liability for any such taxes withheld by the Company.  Any taxes withheld by the Company on behalf of a 
partner will be treated as a distribution by the Company to that partner for all purposes of the Company’s 
Operating Agreement 

Characterization of Income 

Upon a sale or other disposition by the Company of all or any portion of any property, the 
characterization of the Company’s gain or loss as ordinary income or loss, capital gain or loss, or 
Section 1231 gain or loss will depend upon the holding period and purpose for which the property is held 
by the Company.  If the Company has held any property which is not a capital asset for 12 months or less 
at the time of a sale or other disposition of all or any portion of such property, any gain or loss recognized 
on such sale will be ordinary gain or loss.  In addition, even if the Company is considered to have held the 
property for more than 12 months, if its activities with regard to the property cause it to be considered a 
“dealer” or otherwise cause the property not to qualify as a capital asset or Section 1231 property, then the 
gain or loss on the sale or other disposition of the property will be ordinary income or loss. 

If the property is considered Section 1231 property, then, subject to the depreciation recapture rules 
discussed below, any gain or loss on a sale is treated as if it were from the sale of a capital asset held more 
than 12 months; however, if a Member’s Section 1231 losses exceed his or her Section 1231 gains, the net 
Section 1231 loss is classified as an ordinary loss.  Any gain attributable to the recapture of prior 
depreciation with respect to depreciable personal property is subject to federal income taxation at ordinary 
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income rates.  Any gain attributable to the recapture of prior straight-line depreciation with respect to 
depreciable real property held for more than 12 months is subject to federal income taxation at the rate of 
25%.  In addition, a Member who is allocated a net Section 1231 gain for the tax year must review the five 
preceding tax years for possible recapture of net Section 1231 losses taken in those prior five years.  If there 
were any net Section 1231 losses during the five-year look-back period, the taxpayer must treat the current 
year’s net Section 1231 gain as ordinary income to the extent of such prior five years’ net Section 1231 
losses. 

If the property is considered a capital asset rather than Section 1231 property or ordinary income 
property, then any gain or loss from the sale of the property is a capital gain or loss.  If any such capital 
asset is held for more than 12 months prior to disposition, any resulting gain or loss will be taxable as a 
long-term capital gain or loss.  Any gain or loss attributable to the disposition of a capital asset held for 12 
months or less will be taxable as a short-term capital gain or loss.  However, if a Member that is an 
individual has a net capital loss, such net capital loss is deductible against ordinary income only to the 
extent of $3,000 per year.  Any remaining net capital loss is carried forward and may be used to offset 
capital gains and up to $3,000 of ordinary income in each future year.  If a partner that is a C corporation 
was a net capital loss, the net capital loss cannot be deducted against ordinary income but can be carried 
back three tax years from the loss year and forward five years. 

Deduction for Qualified Business Income  

Under Code Section 199A, individuals may deduct 20% of their “qualified business income” 
(excluding compensation and investment income) earned directly or from certain pass-through entities, 
such as partnerships and S corporations, subject to certain restrictions.  The rules for computing this 
deduction are complex and the details of such computations are beyond the scope of this discussion.  All 
prospective Members are urged to consult their own tax advisor regarding the eligibility of an investment 
in a Membership Interest for the qualified business income deduction. 

Restriction on Deductibility by Individual Investors of Operating Expenses  

It is possible that a portion of the Company’s expenses, including a portion of the management fees 
paid to the Managing Member or its affiliates, will be investment expenses rather than trade or business 
expenses for federal income tax purposes.  As a result, the ability of any individual, trust or estate that is a 
Member of the Company (directly or through a partnership or other pass-through entity) to deduct such 
Member’s allocable share of such investment expenses may be limited under U.S. Federal income tax laws. 

Interest on a portion of the Company’s indebtedness and on a portion of any amount borrowed by 
a Member (other than a corporation) to purchase an interest in the Company may be deemed to be 
“investment interest,” subject to limitations on deductibility.  In general, investment interest is deductible 
only to the extent of the taxpayer’s “net investment income.”  For this purpose, “net investment income” 
will include net income from the Company and other income from property held for investment.  However, 
long-term capital gain and qualified dividend income are excluded from the definition of net investment 
income unless the taxpayer makes a special election to treat such amounts as ordinary income.  Interest 
which is not deductible in the year incurred because of the investment interest limitation may be carried 
forward and deducted in a future year in which there is sufficient net investment income. 

Passive Activity Loss Rules 

Under Section 469 of the Code, Members generally are not entitled to deduct losses derived from 
a partnership against non-passive income (e.g., salary, active business income, interest or dividends) 
derived from other sources unless such Members materially participate in such activity.  Real estate 
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activities are generally considered per se passive, except for certain active real estate developers.  The 
limitations imposed on losses derived from passive activities apply to individuals, estates, trusts, personal 
service corporations and certain closely-held corporations.  Generally, under Section 469 of the Code losses 
from passive activities will be allowed to offset only income from passive activities, and will not be allowed 
to offset (i) “portfolio income” such as interest, dividends, royalties and gains from sales of assets held for 
investment, (ii) income from a trade or business in which the taxpayer materially participates, or (iii) other 
non-passive income such as wages or salary.  Losses from passive activities that exceed passive activity 
income (or credits from passive activities that exceed the regular tax allocable to passive activities) for the 
tax year are “suspended” and carried forward to future tax years to offset passive activity income (or regular 
tax allocable to passive activities) in such future years.  Any remaining suspended loss from an activity can 
generally be claimed when a taxpayer makes a fully taxable disposition of the entire interest in the passive 
activities to an unrelated person. 

The ownership of partnership interests in a real estate partnership is normally classified as a passive 
activity and the ownership of the partnership interests held by the Members in the Company will be treated 
in a similar manner for this purpose.  Accordingly, any income and loss (other than portfolio income 
generated by reserves and other bank deposits) allocated to a Member by the Company for tax purposes 
will generally be attributable to a passive activity.  A Member’s share of passive activity income or loss 
generated by the Company can be offset by any passive activity loss or income, respectively, from other 
passive activities in which such Member owns an interest.  However, if the Member does not have passive 
income from other activities, then any passive losses allocated to the Member from the Company will be 
suspended unless subsequent passive income is realized or the Member disposes of all of such partner’s 
interest to an unrelated person.  The passive loss rules may severely limit the amount of Company losses 
that Members may use to offset other income. 

It is possible that some portion of the Company’s activities could be classified as investment 
activities for federal Income tax purposes, rather than trade or business activities to which the “passive 
activity loss” provisions of the Code would apply.  A Member’s share of any losses from the Company 
should not be subject to disallowance under the passive activity under Section 469 of the Code to the extent 
attributable to investment activities of the Company as opposed to trade or business activities.  On the other 
hand, a Member that is subject to the passive activity loss provisions under Section 469 of the Code with 
respect to some or all of its investment in the Company or its investments and activities outside of the 
Company will not be able to offset such Member’s share of income and gain from the Company attributable 
to investment activities of the Company rather than trade or business activities of the Company with any of 
its losses that are subject to the passive activity loss limitations. 

Accordingly, a prospective Member that is subject to the passive activity loss provisions with 
respect to some or all of its investment in the Company or its investments and activities outside of the 
Company should not invest in the Company with the expectation of offsetting its share of income and gain 
from the Company with losses derived from passive activities. 

Limitation on Deductibility of Losses 

A Member may deduct such partner’s distributive share of the Company’s losses for a given year 
only to the extent of that Member’s tax basis for such partner’s interest in the Company at the end of the 
Company’s tax year.  A Member’s initial tax basis for such partner’s interest in the Company will equal the 
amount of money such Member contributes to the Company.  The tax basis for such interest will be 
increased by such Member’s share of Company net profits and such Member’s share of any nonrecourse 
liability of the Company (i.e., Company liability as to which no partner is personally liable) and shall be 
reduced by such Member’s share of Company net losses, distributions of cash flow received by such 
Member and by any decrease in such Member’s share of nonrecourse liabilities of the Company.  In certain 
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circumstances, the tax basis for a Member’s interest may also be increased by any recourse or nonrecourse 
liability of the Member and any Company nonrecourse liabilities that are guaranteed by the Member.  The 
liabilities described in the preceding sentence will not increase the tax basis of any other Member.  The tax 
basis limitation rules may restrict the amount of any net losses otherwise available to any Member. 

Deductibility of Interest 

Interest will accrue and be payable on any third-party financing obtained for an Investment.  The 
deduction of such interest is limited by the rules limiting the deductibility of passive losses discussed 
elsewhere in this Memorandum.  In addition, for tax years beginning after December 31, 2017, a taxpayer 
is not allowed a deduction for net “business interest” (as defined in Code Section 163(j)) expense in excess 
of 30% of the taxpayer’s “adjusted taxable income” (as defined in Code Section 163(j)).  A special rule 
applies to pass-through entities, such as partnerships and S corporation, which requires certain relevant 
calculations to be made at the entity level, for example, at the partnership or S corporation level instead of 
the partner or shareholder level.  However, the disallowance of deductions for excess net interest expense 
is determined at the taxpayer level, for example, the partner level or shareholder level for partnerships and 
S corporations.  The amount of any business interest not allowed as a deduction for any taxable year is 
treated as business interest paid or accrued in the succeeding taxable year.  Business interest may be carried 
forward indefinitely, subject to certain restrictions and basis consequences applicable to partnerships and 
partners that are set forth in Code Section 163(j).  An exemption from these interest disallowance rules 
under Code Section 163(j) applies for taxpayers (other than tax shelters) with average annual gross receipts 
for the three-tax year period ending with the prior tax year that do not exceed $25 million.  Generally, 
taxpayers in a real property trade or business can elect out of these interest disallowance rules if they use 
the alternative depreciation system under Code Section 168(g)(2) to depreciate applicable residential real 
property used in a trade or business, which would require depreciating such residential real property on a 
straight-line basis over a 30-year life, rather than over a 27.5-year life. 

At-Risk Rules 

The ability of individual Members (and certain other taxpayers) to deduct losses generated by the 
Company’s activities is also limited by the “at risk” rules.  Specifically, the amount of losses (generated by 
the Company’s activities) that such Members may deduct and, subject to other limitations, utilize to reduce 
taxable income, each tax year cannot exceed the amount such Members have “at risk” in the Company 
(again as determined as of the close of the Company’s tax year).  Generally, a Member will be considered 
at risk to the extent of (i) such Member’s actual capital contributions, (ii) such Member’s share of the 
taxable income of the Company, and (iii) such Member’s share of qualified nonrecourse financing.  A 
Member’s amount at-risk will be reduced by (i) the amount of any cash or property distributions from the 
Company to the Member, (ii) the portion of the amount at-risk in the activity against which losses were 
taken in prior years, and (iii) the amount of any reduction in such Member’s share of qualified nonrecourse 
financing.  The Code generally defines “qualified nonrecourse financing” as any nonrecourse financing 
(other than convertible debt) that is borrowed by the taxpayer from a “qualified person” and secured by the 
Company’s real property.  “Nonrecourse financing” is, except as provided in the Regulations, financing for 
which no person is personally liable for repayment.  A “qualified person” is defined as a person (i) actively 
and regularly engaged in the business of lending money, (ii) not a “related person” to the taxpayer (unless 
the loan is “commercially reasonable”), (iii) not a transferor of the property, and (iv) not a person who 
receives a fee with respect to the taxpayer’s investment in the property (nor a “related person” to such a fee 
recipient).  To the extent the amount a Member has at-risk is decreased below zero at the close of any 
taxable year, such Member must include such amount in such partner’s gross income for the taxable year 
in which the decrease occurs.  This could occur for a variety of reasons including, without limitation, as a 
result of cash flow distributions made by the Company. 
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Capital Loss Limitations 

In addition to the limitations described above, there are limitations on the deductibility of capital 
losses generated by the Company.  For non-corporate taxpayers, any capital losses are deductible only to 
the extent of any capital gains, plus ordinary income of only up to $3,000 for each taxable year.  Thus, if 
the Company realizes capital losses, then such losses may be only used to offset up to $3,000 of a non-
corporate Member’s ordinary income from other sources for any taxable year.  Any excess capital losses 
may be indefinitely carried over by non-corporate taxpayers to subsequent tax years to offset future ordinary 
income (subject to the foregoing $3,000 limitation) and future capital gains.  For taxpayers that are C 
corporations, capital losses are only deductible against capital gains and cannot be deducted against 
ordinary income.  If a C corporation Member has a net capital loss, the net capital loss can be carried back 
to each of the three tax years preceding the loss year and forward to each of the five succeeding tax years. 

Distributions in Excess of Basis 

As previously discussed, the distribution of cash flow and other money or property from the 
Company to a Member will not generally cause a distributee Member to recognize taxable gain.  However, 
a Member could recognize taxable gain under Section 731(a) of the Code as a result of any actual or deemed 
cash distribution if (and to the extent that) the actual or deemed cash distribution exceeds the Member’s 
adjusted tax basis in such partner’s interest in the Company.  In applying these rules, (i) increases in a 
Member’s allocable share of the Company’s liabilities are deemed to be capital contributions (which 
increase basis), and (ii) decreases in a Member’s allocable share of the Company’s liabilities are deemed to 
be cash distributions (which reduce basis).  Each Member should be aware that such Member could 
recognize taxable gain if such partner receives deemed cash flow distributions as a result of a decrease in 
such Member’s share of the Company liabilities. 

Determination of Adjusted Tax Basis for an Interest in the Company 

A Member’s initial tax basis for such Member’s interest in the Company will equal the amount of 
money such Member contributes to the Company.  This initial tax basis is then generally increased by such 
Member’s share of (i) the Company net profits and (ii) the Company nonrecourse liabilities (i.e., the 
Company liabilities for which no Member is personally liable), and decreased (but not below zero) by 
(x) such Member’s share of Company net losses, (y) distributions by the Company of cash flow and other 
money or property to such Member, and (z) any decrease in such Member’s share of Company nonrecourse 
liabilities. 

Although the tax basis of a Member’s interest may also be increased by any Company liabilities 
for which such Member is treated under the Regulations as bearing the economic risk of loss, the Managing 
Member does not anticipate that a Member will, for this purpose, bear the economic risk of loss (as such 
term is defined by the Regulations) with respect to any Company liability. 

Disposition of Company Interests 

Upon the sale or disposition of an interest in the Company, a selling Member will realize taxable 
gain if, and to the extent, the “amount realized” exceeds the adjusted tax basis for such interest.  The 
“amount realized” will equal the sum of the cash and fair market value of other property received by the 
selling Member plus the portion of the Company’s liabilities allocated to the interest sold.  The tax liability 
resulting from the disposition of an interest in the Company could exceed the amount of cash received upon 
such disposition. 
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Generally, gain from the sale of an interest in the Company if held for more than one year will be 
characterized as long-term capital gain.  However, if the Company holds, directly or indirectly, unrealized 
receivables and inventory items (both as defined in Code Section 751), a selling Member will realize 
ordinary income (unless such unrealized receivables are attributable to “unrecaptured Section 1250 gain” 
(as defined in Section 1(h)(6) of the Code, which are generally taxed at a 25% rate) on the disposition of 
its interest if, and to the extent that, all or any portion of the amount realized by the Member and allocable 
to the unrealized receivables and inventory items exceeds the Member’s share of the tax basis attributable 
to such assets. 

Dissolution of the Company 

Upon the dissolution of the Company, the assets of the Company are required to be sold, which 
may result in the recognition of taxable gain to the Members.  Distributions of proceeds arising from the 
dissolution of the Company will generally be non-taxable under Section 731 of the Code except to the 
extent any money distributed (whether in the form of cash or relief from liabilities) to a Member exceeds 
the adjusted basis in such Member’s interest in the Company. 

Tax on Net Investment Income.   

In addition to regular U.S. federal income taxes, under Section 1411 of the Code, individuals, 
estates and trusts with modified adjusted gross income that exceeds certain thresholds on an annual basis 
($250,000 for individuals filing jointly, $200,000 for single individuals) are subject to a 3.8% tax on their 
investment income net of deductions properly allocable to such income, above such thresholds.  Subject to 
certain exceptions, investment income includes rents from real property and gain on the sale of real 
property.  An individual, estate or trust that is a partner in the Company must include such partner’s 
allocable share of the Company’s net investment income in computing this tax.  The rules on the application 
of the 3.8% tax on net investment income to income from real property, and possible exceptions from such 
application, are complex.  Accordingly, prospective investors must consult their individual tax advisors 
with respect to the application of such tax to their ownership and sale of their respective interest(s) in the 
Company. 

Tax-Exempt Investors 

Prospective investors that are tax-exempt entities should consult with, and must rely upon the 
advice of, their own tax advisors concerning federal, state, and foreign income and other tax consequences 
before electing to subscribe for an interest in the Company.  The Company may incur substantial debt, and 
the allocations of income, gain, loss, deduction and credit may not be qualified allocations under the 
unrelated business income tax provisions of the Code.  The Company may generate substantial unrelated 
business taxable income to a tax-exempt investor. 

Foreign or Non-U.S. Investors 

Prospective Non-U.S. Person Investors in the Company should consult with, and must rely upon 
the advice of, their own tax advisors with respect to the federal, state, local, foreign (non-U.S.) and other 
tax consequences relating to an investment in the Company. 

A “Non-U.S. Person” is a person that is not (i) a U.S. citizen or resident, (ii) a corporation or 
partnership created or organized under the laws of the United States or any state, (iii) an estate the income 
of which is required to be included in gross income for federal income tax purposes regardless of source, 
or (iv) a trust for which a U.S. court is able to exercise primary supervision over its administration and one 
or more U.S. persons have the authority to control all substantial decisions of the trust. 
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Generally, a Non-U.S. Person that is a partner in a partnership is not considered to be engaged in a 
U.S. trade or business solely by reason of its investment in such partnership, except to the extent that such 
partnership is itself engaged in a U.S. trade or business.  In the case where such partnership is not engaged 
in a U.S. trade or business, a U.S. withholding tax (at a 30% or lower applicable treaty rate) is imposed on 
the Non-U.S. Person’s allocable share of certain types of periodic income (e.g., dividends and certain types 
of interest) whether or not such income is distributed to the Non-U.S. Person. 

However, the Managing Member expects that the Company’s activities will be considered to rise 
to the level of carrying on a trade or business in the U.S. In such case, a Non-U.S. Person Member would 
similarly be treated as engaged in a U.S. trade or business.  As such, the Non-U.S. Person Member would 
be required to obtain a U.S. taxpayer identification number, file a U.S. federal income tax return, report in 
such return its allocable share of the Company’s income determined to be effectively connected with such 
trade or business and pay U.S. federal income tax at regular U.S. rates on its share of such income.  In 
addition, the Company would be required to withhold and pay over to the IRS an amount equal to the 
highest tax rate (which rate may be subject to possible reduction under a tax treaty) applicable to each 
individual and corporate Non-U.S. Person in the Company in respect of each such Person’s allocable share 
of the Company’s income that is effectively connected with a U.S. trade or business.  Any amount so 
withheld may be credited against such Non-U.S. Person’s federal income tax liability and would be 
refundable to the extent that such withholding exceeded such income tax liability. 

Generally, under the “Foreign Investment in Real Property Tax Act” or “FIRPTA” provisions of 
the Code, Non-U.S. Persons are subject to federal income tax and tax return filing obligations in the same 
manner as U.S. persons on any gain realized on the disposition of an interest, other than an interest solely 
as a creditor, in U.S. real property.  In addition, the purchaser of such an interest from a Non-U.S. Person 
is generally required to withhold federal income tax at the rate of 10% of the gross proceeds payable in 
connection with the disposition.  The FIRPTA tax and tax return filing obligations will also apply if a Non-
U.S. Person investor sells its interest in the Company at a time when the Company owns an interest in 
U.S. real property.  The purchaser of the Non-U.S. Person’s interest in the Company may be required to 
withhold U.S. income tax at the rate of 10% of the gross proceeds payable in connection with the 
disposition.  Any tax withheld by the purchaser would be credited against the Non-U.S. Person’s actual 
federal income tax liability and would be refundable to the extent that such withholding exceeded such 
income tax liability.  A Non-U.S. Person investor that is a corporation under federal income tax rules may 
also be liable for the U.S. branch profits tax (in additional to regular income tax) on any gain it recognizes 
on the sale of its interest in the Company. 

Tax Determinations and Elections; Adjustments to Company’s Tax Basis 

Section 754 of the Code generally permits partnerships to elect to adjust the basis of partnership 
property upon the transfer of an interest in the partnership and upon the distribution of property by the 
partnership to a partner (if certain other conditions are met).  A limited partnership is required to adjust the 
basis of limited partnership property in certain circumstances if there is a built-in loss or basis reduction of 
more than $250,000.  The general effect of such an election is that the tax basis of partnership property is 
adjusted for purposes of determining depreciation, gain and loss.  Generally, a Section 754 election to adjust 
basis will benefit (or harm) the transferee Member in the case of any transfer of an interest in the Company 
or the remaining Members in the case of any distribution of property by the Company.  Any such election, 
once made, may not be revoked without the consent of the IRS. 

The Operating Agreement provides the Managing Member with the authority (in its sole and 
absolute discretion) to determine whether or not to cause the Company to make this election.  No such 
election has been made to date, and there can be no assurance that the Managing Member will make such 
an election in the future because (1) the election, once made, cannot be revoked without obtaining the 
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consent of the Commissioner of Internal Revenue, (2) the election may not necessarily be advantageous to 
all Members, and (3) there are accounting complexities and costs result from having such an election in 
effect. 

The Company may make various other elections for federal tax reporting purposes which could 
result in various items of income, gain, loss, deduction and credit being treated differently for tax purposes 
than for accounting purposes.  The determination of whether to elect a different treatment for tax purposes 
than for accounting purposes with respect to a particular item will be made by the Managing Member, but 
will impact the tax treatment to all partners. 

Organization and Syndication Fees 

Expenses paid or incurred in connection with the organization and syndication of the Company 
must be capitalized.  The Company may elect to currently deduct up to $5,000 of organization expenses 
and amortize the balance of its organization expenses over 180 months.  The $5,000 deduction is reduced 
to the extent the Company has organization expenses in excess of $50,000.  Syndication expenses may not 
be deducted currently or amortized but must instead be capitalized.  Organizational expenses include the 
legal fees and expenses incurred in connection with the negotiation and preparation of the Operating 
Agreement, accounting fees for establishing the Company’s accounting system, and necessary filing fees.  
Syndication expenses are expenses incurred in connection with the issuance and marketing of the interests 
in the Company and include registration fees, legal fees and printing and mailing costs of this Memorandum 
and other related materials. 

The Managing Member intends to elect to cause the Company to deduct and amortize certain 
expenses incurred in connection with the organization of the Company and to capitalize the syndication 
expenses.  The allocation between organization and syndication expenses cannot be determined at this time 
and will depend upon the nature of the actual expenses incurred in connection with the formation of the 
Company.  If the IRS challenges the Company’s allocation between organization and syndication expenses, 
then the expenses subject to amortization could be recharacterized as non-deductible syndication expenses, 
reducing deductions which might otherwise be available to the Members (and resulting in the imposition 
of additional tax, interest and penalties). 

Withholding 

The Managing Member is authorized to withhold and pay any taxes with respect to any Member in 
order to comply with applicable tax laws, and any such taxes may be withheld from any distribution 
otherwise payable to such Member or reduce future distributions otherwise payable to such Member.  
Certain of the Company’s investments may be subject to taxes, including withholding taxes.  All 
distributions to Members will be made net of any taxes payable by the Company. 

Taxes payable by the Company, or withholding taxes imposed on income paid to the Company 
(and income of the Company used to pay such taxes), will be allocated to the Members receiving the income 
and distributions with respect to which any such taxes are imposed, and generally will be deemed for 
purposes of the Company’s distribution provisions as distributed to the Members and paid by them to the 
relevant taxing jurisdictions.  In the case of taxes imposed only on income allocable to some but not all of 
the Members, such taxes will be allocated to, and reduce distributions to, only such Members. 

Alternative Minimum Tax 

Prospective investors (particularly those with significant amounts of tax preference items and/or 
“adjustments”) should carefully consider the impact of the alternative minimum tax in determining whether 
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to acquire interests in the Company.  Calculating the alternative minimum tax is complex and its potential 
application will vary depending on the individual circumstances of each taxpayer.  Each prospective 
investor should consult with, and must rely upon, such investor’s own tax advisors as to the applicability 
of the alternative minimum tax to such investor prior to investing in the Company. 

Company Audits 

The Code generally provides for a single unitary audit of partnerships at the partnership level 
instead of at the partner level.  The tax returns filed by the Company may be audited by the IRS, which 
could lead to proposed adjustments of Company items in each Member’s tax returns.  Furthermore, an audit 
of the Company’s returns could result in an audit of a Member’s returns, which could result in proposed 
adjustments to non-Company items. 

Possible Disallowance of Payments to the Managing Member and its Affiliates 

The IRS has indicated that it will closely scrutinize deductions for management and other fees 
payable by a partnership to its partners or its affiliates.  As a result, the IRS may challenge the Company’s 
treatment of all or a portion of any fees, including the management fees, paid by the Company to the 
Managing Member or any affiliate of the Managing Member, by asserting, for example, that some or all of 
the fees are excessive or represent, in whole or in part, capital expenditures of the Company.  To the extent 
the deduction of any such fees is disallowed, a Member could incur additional tax liability, interest and 
potential penalties. 

Partnership Representative  

Under the partnership audit procedures effective for tax years commencing after December 31, 
2017, a partnership (including the Company) appoints one person (the “Partnership Representative”) to 
act on its behalf in connection with IRS audits and related proceedings.  The Partnership Representative’s 
actions, including the Partnership Representative’s agreement to adjustments of the Company’s income in 
settlement of an IRS audit of the Company, will bind all Members and opt-out rights available to certain 
partners in connection with certain actions of the tax matters partner under former partnership audit rules 
will no longer be available.  Pursuant to the Operating Agreement, the Managing Member or its delegate 
will be designated as the Partnership Representative. 

Possible Consequences of Successful IRS Challenge 

If the IRS were to succeed in challenging the deductions taken by the Company, resulting in a 
reduction in the losses of the Company for any given year, or if the IRS were to succeed in challenging the 
allocation of the Company’s losses to any Member, and if the result of such challenge was an increase in 
the Member’s overall tax liability for that year, the Member would be subject to the payment of the interest 
charges, and possibly penalties, with respect to the amount of the Member’s underpayment of taxes. 

Information Reporting Requirements 

The Foreign Account Tax Compliance Act (“FATCA”) imposes a federal withholding tax of 30% 
on (i) certain U.S.-source interest, dividends, royalties and other fixed or determinable annual or periodical 
gains, profits and income (“FDAP Income”), and (ii) gross proceeds from the sale or disposition of 
property that can produce interest or dividends from sources within the United States (“Gross Proceeds”), 
which are received by a “foreign financial institution” (as specifically defined in the Code and the 
regulations thereunder), unless such foreign financial institution:  (1) undertakes certain diligence and 
reporting, including entering into an agreement with the U.S. Treasury (or in certain cases an agreement 
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with its home country government) requiring, among other things, that it undertake to identify accounts 
held by certain U.S. persons or U.S.-owned foreign entities, annually report information about such 
accounts, and withhold 30% on payments to non-compliant foreign financial institutions and certain other 
account holders; or (2) otherwise qualify for an exemption from the FATCA rules.  In addition, a 
withholding tax may be imposed on payments of FDAP Income or Gross Proceeds to certain “non-financial 
foreign entities” (as specifically defined in the Code and the regulations thereunder) which do not obtain 
information as to their direct and indirect owners or otherwise qualify for an exemption from the FATCA 
rules.  An intergovernmental agreement between the United States and an applicable foreign country, or 
change in Treasury regulations, may modify these reporting and withholding requirements. 

In general, these rules apply to payments of FDAP Income made on or after July 1, 2014 and to 
payments of Gross Proceeds made on or after January 1, 2017.  In order to avoid incurring withholding tax, 
the Company may require its investors to comply with the Service’s reporting and registration requirements 
and to provide sufficient and timely information to the Company regarding their FATCA status.  If the 
Company allows investors who do not provide the required information to invest in the Company, to the 
extent the Company has FDAP Income or Gross Proceeds after the dates above that are not effectively 
connected with a U.S. trade or business, investors who are foreign financial institutions or certain other 
non-U.S. entities may be subject to withholding on distributions they receive from the Company or their 
distributive share of the Company’s income.  In that case, the Company may charge such tax to those 
investors who are subject to withholding, and make such amendments to the allocation and distribution 
provisions so as to ensure that the economic burden of such tax is borne by those investors. 

Investors in the Company should consult their own tax advisors regarding the potential application of 
these withholding provisions to their investment. 

U.S. Federal Taxes Other Than Income Taxes and State, Local and Foreign Taxes 

In addition to the federal income tax consequences described above, each Member must also 
carefully consider the potential state, local and foreign (i.e., non-U.S.) tax consequences and federal tax 
consequences other than income taxes (e.g., U.S. estate and gift tax consequences) of electing to subscribe 
for an interest in the Company.  Members may be required to file state, local and/or foreign tax returns and 
tax liability may be imposed both in the state or locality where a Member resides and in each state, locality 
or foreign jurisdiction in which the Company engages in business or otherwise has assets.  State, local and 
foreign tax laws are often substantially different from federal income tax laws with respect to the treatment, 
calculation and timing of recognition of specific tax items.  A Member should consult with such Member’s 
own tax advisor with respect to the state, local and foreign income tax implications that apply by virtue of 
purchasing an interest and the subsequent ownership and disposition of the interests. 

No Substantial Tax Benefits Expected 

It is expected that an investment in the Company will not substantially reduce the cumulative tax 
liability of a Member in any year as a result of tax losses, deductions or credits.  Accordingly, prospective 
investors should not invest in the Company with the expectation of receiving any such tax benefits. 

THIS SUMMARY OF FEDERAL INCOME TAX CONSEQUENCES IS NOT INTENDED AS 
A SUBSTITUTE FOR CAREFUL TAX PLANNING.  THE TAX AND OTHER MATTERS DISCUSSED 
IN THIS MEMORANDUM WERE WRITTEN TO SUPPORT MARKETING OF INTERESTS, AND DO 
NOT CONSTITUTE, AND SHOULD NOT BE CONSIDERED AS, LEGAL OR TAX ADVICE TO 
PROSPECTIVE INVESTORS.  ACCORDINGLY, PROSPECTIVE INVESTORS ARE ADVISED TO 
CONSULT WITH THEIR OWN INDEPENDENT TAX ADVISORS CONCERNING ALL OF THE TAX 
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ASPECTS OF THE TRANSACTIONS CONTEMPLATED BY THIS MEMORANDUM.  BASED ON 
EACH PROSPECTIVE INVESTOR’S PARTICULAR CIRCUMSTANCES. 


