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RISING SOUTH POINT, 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 (the “Investor” or “Investors”)  
for the purpose of providing certain information about an investment in Class A membership interests (the 
“Class A Interests”) and Class B membership interests (the “Class B Interests” and, together with the 
Class A Interests, the “Membership Interests”) issued by Rising South Point, 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 member of the Company, Rising South 
Point 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 Membership 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 Amended and Restated Limited Liability Company Agreement 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.

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 
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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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INVESTMENT OVERVIEW

Rising Realty Partners, LP, a Delaware limited partnership (“Rising” or “Sponsor”) is pleased to 
present an opportunity to participate in the Offering through a purchase of Class A membership interests 
(the “Class A Interests”) or Class B membership interests (the “Class B Interests”) in Rising South Point, 
LLC, a Delaware limited liability company (the “Company”).  The Company will use the proceeds from 
the issuance of Class A Interests and Class B Interests and proceeds from the Loan (as defined below) to 
purchase, through its wholly-owned subsidiary, Rising South Point Owner, LLC (the “Project Owner”), 
100% ownership interest in certain improved real property commonly known as  “South Point Business 
Park” (the “Project”).  

The Project is a 83,549 square foot, multi-use logistics/light industrial park comprised of four (4) 
buildings situated on 6.12 acres of land in Sacramento, California. The Project was built between 1985-
2005 and is approximately 50% office finishes.  Additional features include, clear heights of fourteen to 
twenty feet, rear-load configuration, approximately 3.15 parking spots per 1000 square feet, freeway (99) 
visibility and the ability to provide small fenced yard areas.  The product mix, parking, and unit 
configuration accommodate a wide range of light industrial users. 

The Project is located in the South Sacramento submarket, one the most coveted institutional 
submarkets in Sacramento, where average vacancy rates are 0.3%.1  The Project is currently 78% occupied 
to a diverse set of tenants.  In-place rents are approximately 26.5% below market and 51% of the leased 
space is set to expire within three years.2 

Rising is a family-owned, Los Angeles based real estate investment and operating platform 
specializing in world-class commercial properties.  The Project plays into the strength of Rising’s multi-
tenant operational expertise. Prospectively, the Rising team will proactively manage the asset to ensure a 
quick lease-up of vacant suites and produce high collections from tenants in order to deliver predictable 
distributions to its Members (as defined below).

The Project is an especially attractive acquisition target for the following reasons:

1. South Point is projected to deliver a net 16%+ leveraged IRR over the anticipated hold period.
2. The Company anticipates acquiring this asset at a significant discount to replacement cost.
3. South Sacramento is a supply constrained submarket. Comparable assets have not been built 

since pre-2008. Increasing construction costs coupled with significant increases in land value 
have created a shortage in new business park deliverables.

4. South Point provides extraordinary upside from current vacant space lease up (22% vacancy), 
and near term lease expirations that are 31% below current market rents, and collectively 
generate 40% NOI growth during the projected hold period.2

5. No new supply and steady demand are putting upward pressure on rental rates and sale values. 
Current Sacramento overall vacancy is 2.4%, while the South Sacramento submarket vacancy 
is 0.3%.1

1 CBRE Sacramento Industrial Figures Q4 2021
2 CBRE South Point Memorandum
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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

The Company is a newly formed entity formed for the purpose of acquiring and holding a 100% 
membership interest in Project Owner.  The Company’s managing member is Rising South Point Investor, 
LLC, a Delaware limited liability company and affiliate of Rising (the “Managing Member” or “Sponsor 
Member”).  Investors purchasing Class A Interests or Class B Interests will become members of the 
Company (the “Class A Members” or the “Class B Members,” respectively) pursuant to the Amended 
and Restated Limited Liability Company Agreement of the Company (the “Operating Agreement”).  

The Project Owner

The Project Owner will be formed as a wholly owned subsidiary of the Company.  The Project 
Owner will be a single purpose entity that will acquire, operate, manage, maintain, improve, market, lease, 
finance, refinance, hold for long-term appreciation and ultimately sell and otherwise realize the economic 
benefit from the Project.

The Managing Member and Rising

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

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, Rising’s management 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 and, in certain limited circumstances described below, by the Administrative 
Member (as defined below).  The Managing Member has assembled a team of advisors and managers, all 
of whom have significant real estate investment 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.  
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Managing Member Management Team

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.  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 received a B.A. in History and 
Political Science from Duke University and a Juris Doctor from Loyola Law School.

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, Chief Accounting Officer

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, EVP Property Services

As EVP, 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 B.A. in Communication from 
Seattle Pacific University.



4892-5650-9460.3 - 5 -

SUMMARY OF THE OFFERING

The Company has been organized as a Delaware limited liability company by its managing 
member, Rising South Point Investor, LLC a Delaware limited liability company (the “Managing 
Member”) for the primary purpose of indirectly (through the Project 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 the Project (as 
defined below). 

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”) prospective investors the 
opportunity to participate in the investment in the Project through the purchase 
of Class A membership interests (the “Class A Interests”) or Class B 
membership interests (the “Class B Interests”) in Rising South Point, LLC, a 
Delaware limited liability company (the “Company”). The Class B Interests 
are available to investors using the Realty Mogul Platform (as defined below).  
Class A Interests are available to all other qualified investors. The Company is 
targeting the offer and sale of Membership Interests representing 
approximately $4,000,000 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 Project based on the final 
terms of the loan to be obtained in connection with the acquisition of the Project 
and the amount of capital needed to make contemplated initial renovations of 
the Project.

The Project and 
Business Plan:

The Company was formed for the purpose of acquiring and holding 100% of 
the membership interests in Rising South Point Owner, LLC, a Delaware 
limited liability company (the “Project Owner”), which in turn was formed to 
acquire and hold sole title to the Project.

The Company plans to generate revenue, through its ownership of the 
membership interests of the Project Owner, by 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 6520, 6524, 
6528, and 6600 44th Street, Sacramento, California commonly known as “South 
Point Business Center” (the “Project”).  

The Project is a 83,549 square foot, multi-use logistics/light industrial park 
comprised of four (4) buildings situated on 6.12 acres of land in Sacramento, 
California. The Project was built between 1985-2005 and is approximately 
50% office finishes.  Additional features include, clear heights of fourteen to 
twenty feet, rear-load configuration, approximately 3.15 parking spots per 1000 
square feet, freeway (99) visibility and the ability to provide small fenced yard 
areas.  The product mix, parking, and unit configuration accommodate a wide 
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range of light industrial users. 

The Project is located in the South Sacramento submarket, one the most 
coveted institutional submarkets in Sacramento, where average vacancy rates 
are below 0.3%.  The Project is currently 78% occupied to a diverse set of 
tenants. 

The Project plays into the strength of Rising’s multi-tenant operational 
expertise. Prospectively, the Rising team will proactively manage the asset to 
ensure a quick lease-up of vacant suites and produce high collections from 
tenants in order to deliver predictable distributions to its Members (as defined 
below).

The Loan: The total estimated investment cost (the “Investment Cost”) of $12,889,666, 
will be paid through a combination of the Loan (defined below), capitalized 
cash flow, and the proceeds raised from this Offering.  The debt financing is 
currently anticipated to be $8,344,000 (the “Loan”).  The Sponsor anticipates 
that the Project Entity will obtain the Loan from Pacific Western Bank  (the 
“Lender”). The Project Owner will be the named borrower on the Loan and 
the Project will be encumbered by a mortgage held by the Lender as security 
for the Loan.  

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 are subject to change, 
including changes that may affect the Company or the Members.

Membership 
Interests:

Investors purchasing Class A Interests or Class B Interests will become 
members of the Company (the “Class A Members” or the “Class B 
Members,” respectively, and together, the “Members”) pursuant to the 
Amended and Restated Limited Liability Company Agreement of the 
Company (the “Operating Agreement”).  Class A Members and Class B 
Members are entitled 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.  
The Sponsor anticipates that, after the Final Closing (defined below)  Class B 
Members will hold approximately 87.7% of the aggregate Membership 
Interests in the Company and Class A Members (including the Class A Interests 
held by the Managing Member) will hold approximately 12.3% of the 
aggregate Membership Interests in the Company.

As used herein, the “Ownership Percentage” means, with respect to any 
Member, the percentage obtained by dividing such Member’s Capital 
Contribution by the aggregate Capital Contributions to the Company. 

Minimum 
Investment:

The minimum investment by an Investor to acquire Class A Interests or Class 
B Interests is $35,000, although individual investments of lesser amounts may 
be accepted at the discretion of the Managing Member.

Initial Capital Investors will be required to contribute to the capital of the Company the total 
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Contribution: amount of their Capital Commitment specified in their subscription documents 
by the Closing (as defined below).  

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. 

Additional Capital 
Contributions:

No additional capital contributions shall be required of the Members following 
the Initial Capital Contribution, nor can a Member’s failure to make any such 
additional capital contributions be deemed a breach of this Agreement.  
However, the Managing Member, in its sole discretion, may request in writing 
additional capital Contributions from the Members to meet any anticipated 
needs of the Company (“Additional Capital Contributions” and, together 
with the Initial Capital Contributions, the “Capital Contributions”).  If 
requested by Managing Member in its sole discretion, such Additional Capital 
Contributions shall, initially, be requested in proportion to the Members’ 
respective Ownership Percentage in the Company. If requested by the 
Managing Member, the Members shall be allowed 10 days to submit their 
Additional Capital Contribution, and to the extent any Member has not fully 
made an requested Additional Capital Contribution within 10 days after the 
request therefor by the Managing Member, then the Member no longer has a 
right to make such Additional Capital Contribution, and the Managing Member 
(i) may (but is not required to) allow other Members who have already fully 
made Additional Capital Contributions to make further Additional Capital 
Contributions, in a manner and in such proportions as may be reasonably 
prescribed by the Managing Member; (ii) may allow the Company, the 
Managing Member, an affiliate of Managing Member, or a Member to advance 
all or a portion of the shortfall to the Company as a loan bearing interest at a 
rate of up to twelve percent (12%) and having an initial term each as determined 
by the Managing Member (the terms of the loan and who is chosen as the lender 
shall be at the sole discretion of the Managing Member); and/or (iii) may admit 
new Members on the same terms as provided in the Operating Agreement, who 
contribute all or a portion of the shortfall to the Company, provided, however, 
that the admission of any Member shall comply with and be subject to the terms 
of the Operating Agreement.  Each Member’s Ownership Percentage in the 
Company shall be automatically adjusted to reflect the admission of any new 
Member and/or the receipt of Additional Capital Contributions from existing 
Members (excluding loan advances) or to give effect to any other transaction 
permitted under the Operating Agreement and, notwithstanding anything 
therein to the contrary, such adjustments and amendments shall not require any 
additional consent of any Member. The failure of any Member(s) to make 
Additional Capital Contributions shall be limited to such Member(s) suffering 
1:1 dilution of their respective Ownership Percentage. 

Project Purchase 
Agreement:

The Project will be acquired by Project Owner pursuant to the Purchase 
Agreement dated February 14, 2022, by and between ARB Investments, a 
California limited partnership (“Seller”) and Rising as Buyer (the “Project 
Purchase Agreement”).  Rising intends to assign all of its rights and interest 
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as the Buyer under the Project Purchase Agreement to Project Owner. 

Pursuant to the Project Purchase Agreement, the  purchase price for the Project 
is $10,000,000 (the “Purchase Price”) and the anticipated closing date is April 
30, 2022 (the “Acquisition Closing”), subject to up to a 30-day extension at 
seller’s discretion pursuant to the Project Purchase Agreement. 

Initial Closing An initial closing for the Offering will be held on April 28, 2022 (the “Initial 
Closing”).  The Managing Member is entitled, in its sole and absolute 
discretion, to continue to accept subscriptions and to hold one or more 
subsequent closings (the last one of which is referred to as the “Final Closing”) 
until three (3) months after the Initial Closing (or up to 6 months, if the Offering 
is extended by the Managing Member).

On the Initial Closing, each newly admitted Class A Member and Class B 
Member will be issued a percentage ownership interest in the Company equal 
to their respective Ownership Percentage as of the date of the Initial Closing.

Subsequent Closings The Managing Member currently expects to receive subscriptions for the full 
$4,000,000 in capital commitments solicited as of the Initial Closing.  To the 
extent this does not occur, the Managing Member may hold subsequent 
closings.  

On each subsequent Closing, each newly admitted Member will be issued a 
percentage ownership interest in the Company equal to their respective 
Ownership Percentage as of the date of such subsequent Closing.  The 
percentage ownership interests of each existing Member will be adjusted on 
such date to equal their respective Ownership Percentage as of the date of such 
subsequent Closing. 

RM Technologies and 
Prospective Investor 
Verification:

The Managing Member will be Offering Class B Interests 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 “Realty 
Mogul Platform”).  In connection with the Offering and use of the Realty 
Mogul Platform, Rising will engage North Capital Private Securities 
Corporation (“NCPS”), a third-party service provider, to verify certain 
prospective Investors’ accredited investor status.  Prospective Investors may be 
required to submit personal and financial information to NCPS to be verified 
as an accredited investor before being accepted as an Investor in the Company.   

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

Use of Proceeds: The Company currently estimates that the Capital Contribution from the 
Managing Member (approximately $545,666) and the proceeds from the 
Offering (approximately $4,000,000) (collectively, the “Offering Proceeds”), 
together with an estimated $8,344,000 in debt financing from the Lender and 

http://www.realtymogul.com/
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$25,086 in net capitalized cash flow will be used as follows: 

Purchase of Project: $10,000,000

Tenant Improvements: $650,658

Capital Expenditures $1,066,140

Carry Costs & Working Capital $322,202

Financing Fees: $166,036

Closing Costs: $684,630

Total: $12,889,666

The Offering Proceeds will also be used to repay the Bridge Loan (if 
applicable) as described below.

Administrative 
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 member” of the Company (in 
such capacity, the “Administrative Member”).  The Administrative Member 
is not affiliated with the Rising or the Managing Member, but has certain rights 
and obligations with respect to the ongoing operations of the Company, as 
described herein and set forth in the Operating Agreement.

Administrative Member shall have no rights with respect to the operation of 
the Company except as expressly provided the Operating Agreement. 
Administrative Member shall be responsible for the following duties (and only 
the following duties) all of which are performed after the closing of the 
purchase and sale of the Class B Interests (collectively, the “Administrative 
Services”): (i) affixing signatures to counter-sign Class B Member documents 
upon the approval of the Company or Managing Member, (ii) distributing to 
Class B Members of all annual tax forms (after receipt of same from the 
Company or Managing Member), (iii) processing distributions that are payable 
from the Company to the Class B Members, provided that, under no 
circumstances will any monies be deposited into any bank accounts controlled 
by the Administrative Member, (iv) distributing quarterly reports to Class B 
Members (after receipt of same from the Company or Managing Member), and 
(v) distributing to Class B Members information concerning the performance 
of the Company and Project (based on information received from the Company 
or Managing Member).  Administrative Member shall not be responsible for 
(i) – (v) with respect to the Class A Members.

Control by Managing 
Member:

The Managing Member will exercise exclusive management and control over 
all aspects of the Company’s business (except as set forth above).  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 
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approval rights.  

Provided such removal does not violate the terms of the Loan documents, the 
Managing Member may only be removed upon the occurrence of a Cause Event 
and only with the vote of Members holding more than 51% of the Membership 
Interest in the Company (a “Majority-in-Interest”). Class A Members and 
Class B Members vote pari passu.  Cause Event means any of the following: 
(a) any act or omission by the Managing Member constituting fraud under the 
laws of the State of Delaware or the United States of America (regardless of 
whether such act or omission occurs within the scope of the Managing 
Member’s duties under this Agreement), (b) any act of gross negligence or 
willful misconduct, (c) any breach of material obligations under this 
Agreement that remain uncured, (d) any prohibited transfers of Managing 
Member’s Interests, (e) any arrest for or a conviction or plea of guilty or nolo 
contendere to a financial felony by any officer, principal, manager or managing 
member of Managing Member (regardless of whether such act or omission 
occurs within the scope of the Managing Member’s duties under the Operating 
Agreement), and (f) the Managing Member (1) files a voluntary petition in 
bankruptcy, (2) is involuntarily dissolved and commences its winding up, (3) 
consents to or acquiesces to the appointment of a trustee, receiver or liquidator 
of the Managing Member, or (4) the Managing Member has entered against it 
an order for relief in a federal bankruptcy proceeding which order is not stayed, 
vacated or dismissed within 60 days.  If a Majority-in-Interest elect to remove 
the Managing Member following a Cause Event, then a successor Managing 
Member shall be appointed by a vote of a Majority-in-Interest of the Members.  
Removed Managing Member shall no longer be entitled to receive a Promoted 
Distribution pursuant to 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.  

Actions Requiring 
Member Approval:

Pursuant to the Operating Agreement, the following actions may not be 
undertaken by the Managing Member without the approval of a Majority-in-
Interest of the Members:

a. materially changing the nature of the Company’s business;

b. altering or modifying in an adverse manner the rights, preferences or 
privileges of the Interests;

c. authorizing, creating, reserving or issuing (i) any class or series of 
Interests or (ii) any bonds, debentures, notes or other obligations 
convertible into or exchangeable for, or having optional rights to 
purchase, Interests;

d. redeeming, repurchasing or otherwise acquiring any Interests other 
than repurchases or acquisitions from managers, employees, 
consultants and similar persons upon such persons’ termination of 
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service with the Company;

e. filing a voluntary petition or otherwise initiating proceedings in 
Federal Bankruptcy Court pursuant to title 11 of the United States Code 
on behalf of the Company; or

f. entering into, renewing or guarantying any loan agreement, credit 
agreement, promissory note, note purchase agreement, capital lease, 
guarantee or other agreement or instrument of indebtedness of the 
Company.

Voting and Meetings 
of the Members:

Except as specifically provided in the Operating Agreement or required by law, 
in all matters in which a vote of the Members is required, the vote of Members 
holding a Majority-in-Interest shall be sufficient to authorize or approve such 
act.  Class A Members and Class B Members vote pari passu.  A Member shall 
not have any duties, fiduciary or otherwise, to the Company or any other 
Member, other than the contractual obligations of such Member set forth in the 
Operating Agreement.

Members are not required to hold meetings, and decisions may be reached 
through one or more informal consultations followed by agreement among a 
Majority-in-Interest or by a written consent by a Majority-in-Interest.  
Managing Member shall promptly and timely notify the Members of any action 
with respect to which the Members have a right to consent.  If any Member 
fails to object in writing within fifteen (15) business days of such notice, such 
failure to timely object shall be deemed consent from such Member. Unless the 
consents of all Members entitled to vote have been solicited in writing, prompt 
notice shall be given of the taking of any action approved by less than 
unanimous written consent to those Members entitled to vote who have not 
consented in writing.  In the event that Members wish to hold a formal meeting 
for any reason, the procedures set forth in the Act shall apply.

Capital Commitment 
of the Managing 
Member:

The Managing Member will make capital contributions to the Company in the 
aggregate amount of at least $545,666, in exchange for Class A Interests 
representing approximately 12% of the Membership Interests in the Company.  

Asset Management 
Fee

The Sponsor Member, or an affiliate thereof, will receive from the Company a 
monthly asset management fee equal to Forty Thousand Dollars ($40,000) per 
annum (the “Asset Management Fee”), provided, however, that the Asset 
Management Fee shall accrue and be payable solely at the expense of the Class 
A Non-Managing Members and Class B Members, pro rata in proportion to 
their respective Ownership Percentages, as a deduction of amounts 
distributable to such Class A Non-Managing Members and Class B Members 
pursuant to the Operating Agreement.

Acquisition Fee: The Company shall pay to Sponsor, or an affiliate thereof, concurrently upon 
acquisition of the Project, an acquisition fee in the amount of two and one half 
percent (2.50%) of the Purchase Price of the Project.

Disposition Fee: Upon the disposition of the Project by the Project Owner, provided that such 
disposition results in  each Class B Member receiving an IRR of ten percent 
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(10%) or more, the Company shall pay to Sponsor or an affiliate thereof, 
concurrently upon disposition of the Project (if applicable), a disposition fee in 
the amount of one-quarter percent (0.25%) of the sales price of the Project.

Property 
Management Fee

Managing Member shall, in its sole discretion, select a property manager 
(“Property Manager”), which Property Manager may be the Managing 
Member, an affiliate thereof, or an unrelated third party.  The Company shall 
pay to Property Manager an annual property management fee not to exceed five 
percent (5.0%) of Effective Gross Income, payable on a monthly basis.

RM Technologies 
Fees:

The Company shall  pay all fees, costs, expenses incurred, reimbursements, and 
other amounts due to RM Technologies, LLC (“RM Technologies”), an 
affiliate of Administrative Member, pursuant to that certain Platform Posting 
and Administration Agreement dated as of October 1, 2021 (the “Platform 
Agreement”) by and among RM Technologies, Administrative Member and 
Rising Realty Partners, LP.,  for the use by the Company of the Platform, as 
determined by the Managing Member, and for prospective investor onboarding 
services, including, without limitation, the following fees, costs and expenses:

(a) A one-time fixed platform fee equal to fifteen thousand dollars 
($15,000);

(b) A one-time fee equal to one thousand five hundred dollars ($1,500) per 
each prospective investor approved by the Managing Member for certain 
onboarding services, including compiling subscription documents and 
providing investor questionnaires, know your customer (“KYC”) responses, 
and Rule 506 accreditation verification responses for the Managing Member’s 
review and approval;

(c) Reimburse RM Technologies for all expenses actually incurred, 
including: (i) travel expenses expended to perform one site visit to the Project, 
(ii) third-party professional photography services for photographs to be used 
on the Platform, (iii) reimbursement for its third-party insurance consultant in 
the amount of $2,500, and (iv) any and all other out-of-pocket expenses directly 
relating to the Prospective Investor and Onboarding Services as set forth on 
Exhibit E attached to the Platform Agreement. The aggregate fees reimbursed 
with respect to clauses (i) and (ii) shall not exceed $2,500; and

(d) Such other fees as may be jointly approved by the Managing Member 
and RM Technologies.

Administrative 
Member Fees:

Pursuant to the Platform Agreement, the Company will pay to Administrative 
Member a continuing annual administrative fee solely for Administrative 
Member’s performance of the Administrative Services, equal to one percent 
(1%) per annum of the aggregate Capital Contributions of the Class B Members 
to the Company (the “RM Admin Fee”), divisible and payable quarterly; 
provided, however, that the RM Admin Fee shall be payable by the Company 
solely as an offset of distributions otherwise distributable to such Class B 
Members (pro rata in proportion to their respective Ownership Percentages) in 
accordance with the provisions of the Operating Agreement.  Additionally, 
pursuant to the Platform Agreement, the Company shall reimburse 
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Administrative Member for the following: (i) marketing fees Administrative 
Member may incur with a third-party marketing agency not to exceed $35,000; 
and (ii) the actual third-party legal fees of Administrative Member incurred in 
connection with the Project in the aggregate amount not to exceed the sum of 
$15,000. 

Upon receipt of any Promoted Distributions and in consideration of 
Administrative Member’s continued performance of the Administrative 
Services, Sponsor Member shall pay to the Administrative Member an amount 
equal to ten percent (10%) of the Promoted Distribution received by Sponsor 
Member, multiplied by a fraction, the numerator of which is equal to the 
aggregate Initial Capital Contributions to the Company from the Class B 
Members and the denominator of which is equal to ninety percent (90%) of the 
aggregate Initial Capital Contributions of the Class B Members and the Class 
A Members.

Company Expenses: The Company shall pay or reimburse the Managing Member or its affiliates for 
(i) the actual cost of goods and materials used for or by the Company, (ii) 
organizational expenses (including, without limitation, legal and accounting 
fees and costs) incurred to form the Company and prepare and file the 
Certificate of Formation, the Operating Agreement, this Private Placement 
Memorandum and the Subscription Agreement and to prepare any necessary 
tax returns or tax filings, and any out-of-pocket expenses incurred in order to 
market or obtain subscriptions for the Interests, and (iii) expenses incurred by 
the Managing Member and its affiliates in the day-to-day oversight and 
management of the Project.

Expected Hold 
Period:

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

Distributions of 
Available 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.  Available Cash shall first be apportioned among the Class A 
Members and the Class B Members, in proportion to their respective 
Ownership Percentage (the “Class A Interest Available Cash” and the “Class 
B Interest Available Cash,” respectively).  

A. Class A Member Distributions of Class A Interest Available Cash.  The 
Class A Interest Available Cash shall be distributed to the Class A Members 
and the Sponsor Member in the order and priority set forth below, provided, 
however, that any distribution to a Class A Non-Managing Member hereunder 
shall be reduced by such Class A Non-Managing Member’s pro rata share of 
the Asset Management Fee accrued and payable to Sponsor Member or its 
affiliate:

(1) First, to the Class A Members, pari passu, until such time as 
each of the Class A Members has received aggregate distributions under this 
subsection in an amount equal to its respective aggregate Capital Contribution;

(2) Second, pari passu, to the Class A Members in proportion to 
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their respective Ownership Percentages until the Class A Members have 
received an eight percent (8%) IRR;

(3) Third, pari passu, 80% to the Class A Members in proportion 
to their respective Ownership Percentages and 20% to the Managing Member 
until the Class A Members have received a twelve percent (12%) IRR;

(4) Fourth, pari passu, 70% to the Class A Members in proportion 
to their respective Ownership Percentages and 30% to the Managing Member 
until the Class A Members have received a sixteen percent (16%) IRR; and

(5) Thereafter, pari passu, 60% to the Class A Members in 
proportion to their respective Ownership Percentages and 40% to the Managing 
Member. 

B. Class B Member Distributions of Class B Interest Available Cash.  The 
Class B Interest Available Cash shall be distributed to the Class B Members 
and the Sponsor Member in the order and priority set forth below; provided, 
however, that any distribution to a Class B Member hereunder will be reduced 
by such Class B Member’s pro rata share of each of (i) the RM Admin Fee 
accrued and payable to Administrative Member, and (ii) the Asset Management 
Fee accrued and payable to Sponsor Member or its affiliate:

(1) First, to the Class B Members, pari passu until such time as 
each has received aggregate distributions under this subsection in an amount 
equal to their respective aggregate Capital Contributions;

(2) Second, pari passu, to the Class B Members in proportion to 
their respective Ownership Percentages until the Class B Members have 
received an eight percent (8%) IRR;

(3) Third, pari passu, 80% to the Class B Members in proportion 
to their respective Ownership Percentages and 20% to the Managing Member, 
until the Class B Members have received a twelve percent (12%) IRR;

(4) Fourth, pari passu, 70% to the Class B Members in proportion 
to their respective Ownership Percentages and 30% to the Managing Member, 
until the Class B Members have received a sixteen percent (16%) IRR; and

(5) Thereafter pari passu, 60% to the Class B Members in 
proportion to their respective Ownership Percentages and 40% to the Managing 
Member.

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 only be amended with the consent of the 
Managing Member and the consent of a Majority-in-Interest of the Members, 
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or as otherwise permitted by the Delaware Limited Liability Company Act, as 
amended.

Notwithstanding the foregoing statement, the Managing Member shall have the 
authority to amend or modify the Operating Agreement without any vote or 
other action by the other Members, as expressly permitted by the Operating 
Agreement, or to satisfy any requirements, conditions, guidelines, directives, 
orders, rulings or regulations of any Governmental Authority, or as otherwise 
required by applicable law.  Subject to the terms of the Operating Agreement, 
the Managing Member shall have the authority to amend or modify the 
Operating Agreement without any vote or other action by the other Members 
(a) to reflect the transfers of interests of Members pursuant to the Operating 
Agreement, (b) to form, qualify or continue the Company as a limited liability 
company in all jurisdictions in which the Company conducts or plans to 
conduct business, (c) to change the name of the Company, (d) to cure any 
ambiguity or correct or supplement any provision therein contained which may 
be incomplete or inconsistent with any other provision therein contained, or 
(e) to correct any typographical errors contained therein.  A copy of each 
amendment and modification to the Operating Agreement shall be sent to the 
Members.

Indemnification: The Company will indemnify the Managing Member, Members, the 
Administrative Member 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 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:

If the Managing Member believes that there will be a shortfall in equity in 
connection with the acquisition of the Project by the Project Owner, the 
Company may request a short-term unsecured bridge loan from an affiliate of 
the Sponsor Member and/or from an affiliate of the Administrative Member 
(each a “Bridge Loan”) to be provided to the Project Owner, provided, 
however, that with respect to any such Bridge Loan from an affiliate of the 
Administrative Member, Rising or an affiliate or principal thereof (as will be 
determined in the sole discretion of the affiliate of Administrative Member) 
shall fully guaranty the repayment of such Bridge Loan. Any Bridge Loan will 
bear interest at ten percent (10%) per annum and shall have a maturity date of 
no longer than three (3) months from the acquisition of the Project by the 
Project Owner with no pre-payment penalty in the event the Bridge Loan is 
paid off sooner.

Reporting: The Company shall provide to its Members on at least a quarterly basis, 
detailed financial statements (including, but not limited to, 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 “Financial Reports”).  Within 30 days 
after the calendar quarter, the Company will provide such Financial Reports to 
the Class A Members and to the Administrative Member, to be provided to the 
Class B Members pursuant to the Operating Agreement.  The Company will 
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regularly upload such investor reports or updates and leasing updates into the 
appropriate interface located on the Platform.  The Company shall also provide 
additional reports relating to material developments involving the Company or 
the underlying Project. 

The Managing Member will make commercially reasonable efforts to cause the 
Company to provide annual tax reports to Members within 60 days of the 
calendar year end using accountants approved by the Managing Member.  The 
Managing Member shall pay liquidated damages to the Company (for the 
benefit of the Class B Members) in the amount of $150 per day per Class B 
Member for each day of delay beyond March 15 in delivering the K-1s to 
Administrative Member (to be distributed to the Class B Members pursuant to 
the Operating Agreement) for each taxable year. 

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 or part of their investment.  Each prospective 
investor should carefully review the risk factors set forth below.

Subscription 
Procedures:

To purchase Membership Interests, investors must complete and sign the 
subscription documents and Operating Agreement which are available via the 
Realty Mogul Platform for Investors purchasing Class B Interests and available 
from Rising for Investors purchasing Class A Interests.  Any Investor that 
intends to purchase Membership Interests  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 (and/or Administrative Member with respect to the 
purchase of Class B Interests).

Tax Considerations: 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 
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Managing Member.  Company legal counsel does not represent any investor in 
connection with the Offering.
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ESTIMATED USE OF PROCEEDS

The following table sets forth information regarding the estimated uses of proceeds from the 
Offering:

SOURCES
Loan Proceeds  $8,344,000
Capital Contribution $4,545,666

Total $12,889,666

USES*
Purchase Price Due Seller $10,000,000
Tenant Improvement & Leasing 
Commissions

$650,658

Capital Expenditures $1,066,140
Carry Costs & Working Capital $322,202
Financing Fees $166,036
Closing Costs $684,630
      Total $12,889,666
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BUSINESS PLAN

South Point Business Park is ideally positioned in the market to provide high-quality and functional 
multi-use logistics spaces to a wide range of users. The business plan entails putting vacant suites into 
market ready condition and lease up quickly, proactively managing the rollover of existing tenants, marking 
rents to market rates, and aggressively pursuing early renewals from tenants expiring during our hold. Over 
50% of the leases roll during our hold period. In addition, we will pursue a modest cosmetic capital 
improvement plan to enhance the Project’s market appeal.  Furthermore, as leases roll, we will remove 
excess office space and return units to modest finished light industrial units.  South Point plays into the 
strength of Rising’s multi-tenant operational expertise. The Rising team will proactively manage the asset 
to ensure a quick lease-up of vacant suites, manage near-term rollover, and implement operational 
efficiency to deliver superior

Project Operating Strategy

The Managing Member has identified the following operational plan for the Project:

 Build out the remaining vacant space in the 6524 building to create multiple market ready 
suites. 

 Implement a modest cosmetic capital improvement plan to reposition the project. 
 Proactively manage the rollover of existing tenants, marking rents to market rates, and 

aggressively pursue early renewals from tenants with near term expirations. In addition to the 
current vacant space, South Point has 51% roll of the existing leases over the hold period. This 
project is a high touch asset, and plays into the strength of Rising’s multi-tenant operational 
expertise.

 Evaluate ESG implementation initiatives including: solar, low flow water devises, LED 
lighting, and low maintenance landscaping to reduce carbon emissions and lower operating 
expenses.

 Finance the Project with highly attractive debt taking advantage of historic low interest rates.
 Opportunistically sell the Project after anticipated three-year hold period. 

Project Operation

It is anticipated that the Project Owner will own and lease the Project for approximately 3 years.  
The Managing Member shall enter into a property management agreement pursuant to which an affiliate of 
Rising or a third party will provide overall property management services and manage the day-to-day 
operations of the Project. 

Project Capital Improvement Plans

Approximately $1,066,140 of capital improvements are planned for the Project over the targeted 
hold period including, among other expenditures:

 build out of vacant space to create multiple market ready suites;
 cosmetic improvements to the exterior of the buildings;
 monument and tenant signage at the Project;
 addition of top of building accent striping; and
 modest landscaping improvements.
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Sale of the Project and Winding Up of the Company

The Company will terminate and dissolve, and distribute all of its assets to the Members in 
accordance with the Operating Agreement.  In the event the Project Owner sells the Project, the Sponsor 
Member or an affiliate thereof will receive a fee in an amount equal to 0.25% of the gross sale proceeds of 
such sale.  

The forgoing business plan merely represents the anticipated operational plan for the Project.  
The Managing Member may adjust its business plan in the future.  There can be no assurance that 
the Managing Member or the Company will achieve any of its objectives.

The Sponsor believes that an investment in the Company offers accredited investors the 
following benefits: 

Stabilized Asset with Upside Potential

 The Project is a value-add light industrial park available well below replacement costs. 
 78% occupied with an average in-place rents averaging 26.5% below market with 3.31 years 

of weighted average lease term.3.
 Strategic high-growth location with convenient access to Highway 99, 5 and 80 Freeways, 

which allows for easy access across the entire Sacramento metropolitan area. 

Strong Market

 Sacramento is one of the best performing and most desirable industrial markets in Northern 
California - positioned for significant growth over the next 6 years with CoStar projecting 
average annual rent growth of 4.1% between 2022-2027.4 

Desirable Location

 The Project is located next to a four-way highway 99 interchange with excellent freeway 
visibility.  Approximately 201,978 residents live within a three-mile radius of the Project.5

Positive Rental Market Fundamentals

 Despite increased supply in 2020, Sacramento has had positive absorption for each year with 
2021 being a record high. Demand is expected to continue to keep pace with supply which will 
enable market fundamentals to remain favorable.6

Experienced Operator

 Rising Realty Partners is a family-owned, Los-Angeles based, vertically-integrated real estate 
investment and operating platform specializing in creating world-class commercial properties.

 With over 100 years of combined industry experience, Rising’s team has a unique 
understanding of the ins and outs of developing and managing all types of asset classes and 
sizes including office, retail, data center, residential, entertainment, medical, and industrial.

3 CBRE Sacramento Industrial Figures Q4 2021
4 CoStar as of January 2022
5 CBRE South Point Memorandum
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ACQUISITION TERMS

Acquisition of the Project

Purchase Price and Acquisition Closing.  Pursuant to the Project Purchase Agreement, the Project 
purchase price is $10,000,000.  The acquisition is expected to close on April 30, 2022 (the “Acquisition 
Closing”), subject to Seller’s extension of up to 30 days.

As-Is Purchase of the Project.  The Project Owner will acquire the Project “as is,” “where is” 
and “with all faults,” and with limited representations and warranties from the Seller, including with 
respect to matters affecting the condition, use and ownership of the Project, and which does not include any 
representations or warranties with respect to environmental matters.  The Seller’s limited representations 
survive for a period of 6 months from the date the Project Owner acquires the Project.  No claim for a 
breach of any representation or warranty of the Seller may be actionable or payable (i) if prior to its 
acquisition of the Project, the Project Owner obtained actual knowledge of the falsity or inaccuracy of any 
of the Seller’s representations or warranties and (ii) unless the Project Owner provides a written notice 
claiming such a breach within the survival period and files an action in a court of competent jurisdiction 
within thirty (30) days of the expiration of the survival period.  Additionally, the Seller is not liable for any 
claims (i) exceeding $207,000 and (ii) unless and until the aggregate liability of the Seller exceeds $20,000.

FINANCING TERMS

The Company anticipates that, in connection with the acquisition of the Project, the Project Owner 
will obtain financing (the “Loan”) in an anticipated original principal amount of $8,344,000 from Pacific 
Western Bank (the “Lender”).

Leverage

The Loan-to-value ratio for the Project is anticipated to be approximately 60% based on the 
appraised stabilized value of the Project and the Loan-to-cost ratio is anticipated to be approximately 68% 
based on the projected budget for the Project. 

Interest Rate

The Loan terms are subject to change.  The Project Owner has not locked the interest rate for the 
Loan.  The Project Owner anticipates that the Loan will have a variable interest rate at the 1-month SOFR 
plus 3.00% with an all-in floor rate of 3.50% for the extension term.  The anticipated Loan term is 48 
months with a an interest rate at SOFR plus 235 basis points.  The Loan is anticipated to be interest only 
for 36 months with Principal and interest payments due after the interest only period based on a 25-year 
amortization schedule.

Loan Term

The Loan is anticipated to have a Term of 48 months with one, twelve (12) month extension option 
subject to a 0.25% extension fee on the then outstanding Loan amount.  The Loan may be prepaid at any 
time without a prepayment fee.

Cash Management

All rents collected by the Project will flow through a Cash Management Account established at 
Closing.  Such rent funds will be released daily to the Project Entity provided that no event of default under 
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the Loan is continuing.  Cash will be immediately trapped if the debt coverage ratio falls below 1.15x, and 
released back to the Project Entity if the debt coverage ratio exceeds 1.25x for two consecutive quarters.  
The “debt coverage ratio” is calculated by dividing the Project Entity’s Net Operating Income by the Debt 
Service.  The “Net Operating Income” will be calculated quarterly, based on annualized quarterly revenues 
less trailing 12-month operating expenses as shown in quarterly operating statements provided by the 
Project Entity.  “Debt Service” shall be calculated based on the Loan’s then-current interest rate, interest 
only payment, and total commitment.

Debt Service Reserve

Starting from October 2023 to September 2024, excess cash flow after Debt Service shall be 
deposited into a Lender-controlled account and held until such time when the Project achieves a debt 
coverage ratio of 1.20x for two consecutive quarters.
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DESCRIPTION OF THE PROPERTY

The information contained in this “Description of the Project” and the “Description of the 
Market” sections was obtained from various sources including, without limitation, the Preliminary Needs 
Assessment, Zoning Report, and other sources (as identified), including the Sponsor’s own findings.  The 
Sponsor has no reason to be believe that the information is not accurate, however no assurance can be given 
that such information is, in fact, accurate.  None of the Sponsor, Company, Sponsor Member nor their 
principals has independently verified any of the data included in the sources cited herein.

Overview

The Project is a four (4) building multi-tenant industrial park located in Sacramento, California.  
The Project is ideally positioned in the market to provide high-quality and functional light industrial space 
to a wide range of users. In addition to the current vacant space, South Point approximately 51% of the 
existing leases will expire over the hold period.6 The business plan entails multiple initiatives to reposition 
this asset as the market leader in the South Sacramento submarket. These initiatives include: project 
rebranding, building accent striping, project and tenant signage, landscaping, and building out the remaining 
vacant suites to position them as “market ready” suites.

Improvement Summary

Project Type: Commercial/Industrial

Year Built: 1986-2005

Number of 
Buildings:

4

Total Square Feet: 83,549

Occupancy: 78%

Acres: 6.12 

Parking Ratio: 3.15 per 1000 square feet

6 CBRE South Point Memorandum
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Tenant/Unit Summary

Suite Number Tenant Name Use Square Footage
6600 - B Eternal Autoworks, 

LLC
Automobile 
Repair/Restoration

2,170

6600 - C Food Truck Factory Food Truck 
Manufacturing

2,148

6600 - K Sherwin Williams Auto Automotive Finishes 9,955
6524-200 Design Octopus LLC Automotive Design 2,000
6524-218 Praise Tabernacle 

Church
Church 2,000

6520-306 Comprehensive Skills 
Training Center

Adult Day Program 4,800

6520-308 CalPak LLC, Extel 
Corporation

Grocery Wholesaler 2,206

6528 Streamline Church of 
Assembly

Church 12,400

6600 - A_D-G Go Green 
Sustainability Centers, 
Inc.

Electronic Waste 
Recycling Center

16,545

6524  -  204-208 Vacant N/A 18,411
6524  -  300/302/304-
B/310/312

Curam College of 
Nursing 

Nursing Practice and 
Education Consultants

10,914
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Project Location

The Project is located just outside downtown Sacramento, in the South Sacramento submarket. 
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Project Cite Map
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Project Photos
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Appraisal

The Project Owner has not obtained an appraisal on the Project.  

Project Condition Report

The following is a description of additional property improvements and basic construction features 
derived from the draft Property Condition Report (the “Preliminary Needs Assessment”) prepared by 
Partner Engineering and Science, Inc. (“PES”) , based on a limited, visual, accessibility survey, no readily 
apparent limitations were found or reported.

Foundation: Conventional spread footing system with slab-on-grade
Roof: Built-up roofing with mineral-surfaced cap sheet over low-slope roof.

Singly-ply thermoplastic membrane over low-slope roof.
Standing seam metal panels over pitched roof.

Superstructure: Buildings 6520, 6524 and 6600: concrete tilt-up wall construction with 
steel columns supporting wood framed roof structures.
Building 6528: steel framed columns and beams supporting a steel 
framed roof structure.

Façade: Concrete tilt-up panels, painted metal panels, natural stone veneer 
panels.

HVAC: Packaged units.

Parking: 211 spaces, 11 ADA designated spaces; Asphalt paved surface lots

Fire Suppression: Wet-pipe sprinkler system, fire extinguishers

Necessary Improvements and Repairs

The Preliminary Needs Assessment characterizes the Project as being in overall good to fair 
condition.  According to the Preliminary Needs Assessment, there are estimated $383,421 in recommended 
short term repairs, including, repairs to concrete and asphalt and replacement of built-up roofing systems.  
The Preliminary Needs Assessment further identified an estimated $173,175 (uninflated) in long-term needs 
over the next 12 years including replacement of thermoplastic roofing and periodic sealing and coating of 
asphalt on site. 

Environmental Site Assessment

PES has prepared a  Phase I Environmental Site Assessment for the Project, dated March 4, 2022 
(the “Site Assessment”), which, subject to certain limitations, may be relied upon by the Company, 
according to which PES did not identify any evidence of recognized environmental conditions (“RECs”), 
controlled RECs (“CRECs”) or historical RECs (“HRECs”) at the Project.  The Site Assessment is in 
conformance with the ASTM Practice Designation E1527-13, Standard Practice for Phase I Environmental 
Assessments, however, there is no assurance that the innocent landowner defense will be available to the 
Project Owner in the event that hazardous materials are found at the Project.  Further, a similar defense may 
not be available under state or local law.  If losses arise from hazardous substance contamination that cannot 
be recovered from responsible parties, the financial viability of the Project may be substantially affected.  
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Flood Zone

According to the Preliminary Needs Assessment, the Project is located in Zone X (shaded), which 
means moderate risk within a 0.2 percent annual chance floodplain.

Seismic Zone

According to the Preliminary Needs Assessment, the Project is located in Seismic Zone 3, an area 
with moderate to high probability of damaging ground motion.

Zoning

According to the Zoning Report prepared by PES, dated March 21, 2022 (the “Zoning Report”), 
the Project is comprised of two parcels zoned within the GC General Commercial  and MP Industrial Office 
Park Districts, respectively.  According to the Zoning Report, except with respect to the private school 
operated by Curam College of Nursing, the Project’s use is considered legal conforming.  Curam College 
of Nursing was granted a Certificate of Nonconforming Use on May 12, 2021, allowing the use to continue 
as Legal Nonconforming.  The Project was constructed prior to the effective date of the current revision of 
the Code, and was in compliance with all applicable codes at the time of its final inspection.

Easements, Reservations, Restrictions and Encroachments

The Project is not subject to (i) utility easements, (ii) rights-of-way or (iii) building and zoning 
setback lines, and there are no known planned easements, expansions, or condemnations which would affect 
the Project.
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DESCRIPTION OF THE MARKET

Sacramento Market Overview

The Greater Sacramento area has emerged as one of the fastest growing regions in the United States.  
As costs throughout the San Francisco Bay Area continue to increase, Sacramento has positioned itself as 
an affordable alternative.  The Sacramento economy benefits from a well educated workforce, with 1.1 
million residents holding a college degree and boasting  an average household income of $100,910.

The Sacramento industrial market experienced record growth in 2021. The region recorded over 
10.2 million square feet of gross leasing activity and 4.5 million square feet of newly delivered product in 
2021. During 2021 the Sacramento market experienced a record breaking 6.7 million square feet of positive 
net absorption.7  Vacancy and availability rates in Sacramento have hit record lows, 2.4% and 4.5%, 
respectively, and rental rates continue to grow exponentially, adding 11.8% to its average since the 
beginning of the year 2021. Over the last six years, the average asking rates for industrial buildings between 
4,000 and 50,000 square feet, representing a total of 76 million square feet in the market, have increased 
by 69%.  Yet demand for smaller industrial spaces are poised to increase as there is no new construction in 
this size range.8 

The Project is located in the South Sacramento submarket, where average vacancy rates are 0.3% 
and total availability is approximately 1.7%, both figures well below the overall market rates.9  The Project 
is currently 78% occupied to a diverse set of tenants.  In-place rents are approximately 26.5% below market 
and 51% of the leased space is set to expire within three years.10 

Industrial Performance

The market continues to attract large distribution and e-commerce users that had historically 
focused on either the East Bay or Central Valley markets. These users are primarily focused on the region's 
new construction as Sacramento's older product is unable to meet the clear height and loading requirements 
of modern industrial users. As a result, much of the new construction has been high-cube single-tenant 
buildings. Since 2017, 82.4% of the completed construction of 100,000 square feet or more has been 
occupied by a single tenant. 

Leasing 

Leasing velocity in Sacramento remains strong with 875,830 square feet of positive net absorption 
in Q4 2021.11  The Sacramento market tells a strong market narrative  with a market-wide vacancy rate that 
has decreased by 30 basis points quarter-over-quarter, finishing 2021 at 2.4%.  The availability rate, on the 
other hand, rose 10 basis points from 4.4% to 4.5% in Q4 2021.  Year-over-year, the average asking lease 
rates have increased by 13.4%, ending 2021 at $0.76 per square foot on a triple-net lease.  Average lease 
rates are expected to increase in 2022 with supply constraints coupled with new construction in the market.   

Given low market vacancy, net absorption has been increasingly tied to construction completions. 
2021 experienced the highest completion of new construction on record with 4.5 million square feet of new 
product added to the market.  Notwithstanding supply chain and labor shortages, the construction pipeline 

7 CBRE Sacramento Industrial Figures Q4 2021
8 CBRE South Point Memorandum
9 CBRE Sacramento Industrial Figures Q4 2021
10 CBRE South Point Memorandum
11 CBRE Sacramento Industrial Figures Q4 2021
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remains robust with 2.3 million square feet currently underway.  Developers are actively taking advantage 
of these market conditions with multiple +250,000 square feet developments scheduled to break ground in 
2022.12

Market fundamentals remain very strong. Industrial product as a whole has weathered the pandemic 
very well, and Sacramento is no exception. Demand remains healthy, and construction is consistent with 
limited internal market risk.

Employment

The Greater Sacramento region is home to a labor force of approximately 1.1 million with total 
resident employment of approximately 1.04 million.  Reaching a peak in April 2020, unemployment has 
steadily decreased to 5.21% with a year-over-year decrease of over 30% as of the end of Q4 2021.  The 
industrial sector provides approximately 181,620 jobs, representing 16% of the total employment in the 
area.

Vacancy & Net Absorption Trend

12 CBRE Sacramento Industrial Figures Q4 2021
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Lease Rates

Vacancy & Availability
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FEDERAL INCOME TAX CONSEQUENCES

EACH PROSPECTIVE INVESTOR SHOULD SEEK ADVICE BASED ON HIS OR HER 
PARTICULAR CIRCUMSTANCES FROM AN INDEPENDENT TAX ADVISOR CONCERNING 
THE INCOME AND OTHER TAX CONSEQUENCES OF PARTICIPATION IN THIS 
INVESTMENT.

The following discussion applies only to persons purchasing Interests directly from the Company.  
Prospective subscribers should not view the following analysis as a substitute for careful tax planning, 
particularly since the income tax consequences of an investment in limited liability companies such as the 
Company are often uncertain and complex.  Also, the tax consequences will not be the same for all 
taxpayers.  Prospective subscribers of Interests should be aware that the following discussion necessarily 
condenses or eliminates many details that might adversely affect some prospective subscribers significantly.  
Finally, subscribers might be faced with substantial legal and accounting costs in resisting a challenge by 
the IRS to the tax treatment of an investment in the Company, even if the IRS’s challenge proves 
unsuccessful.

The discussion of the tax aspects contained in this Memorandum is based on the Internal Revenue 
Code of 1986, as amended (the “Code”), the Treasury Department Regulations promulgated or proposed 
thereunder, and administrative and judicial interpretations thereof, all as of the date hereof, and all of which 
are subject to change, possibly with retroactive effect.  Subscribers for the Interests should be aware that 
new legislative, administrative, or judicial action could significantly change the tax consequences of an 
investment in the Company.

Federal income tax laws are subject to additional changes in the future.  The extent and effect of 
any such changes, if any, is uncertain.

In addition, the discussion under “FEDERAL INCOME TAX CONSEQUENCES” does not 
discuss any state, local or foreign (non-U.S.) tax issues.  The Company will not request a ruling from 
the Internal Revenue Service or any other taxing agency, or an opinion of tax counsel, regarding any 
tax matters or tax issues affecting the Company and its Members.  Accordingly, prospective investors 
must consult their own tax advisors as to the tax consequences of purchasing and owning the 
Interests.

This discussion of FEDERAL INCOME TAX CONSEQUENCES must be read together with 
the PPMs, including the discussions of Tax Risks and Federal Income Tax Consequences contained 
in the PPMs.

Limited Liability Company

In General.  The ensuing discussion examines federal income tax issues and consequences 
specifically related to a purchase of Interests in the Company. 

The Company’s income tax returns will be prepared by management and independent accountants 
for the Company.  The Company will make a number of decisions on such tax matters, such as the expensing 
or capitalizing of particular items, the proper period over which capital costs may be depreciated or 
amortized, and the allocation of acquisition costs between real property improvements and personal 
property.  Such matters will be handled by the Company, often with the advice of independent accountants 
retained by the Company, and will not usually be reviewed with counsel.
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There is uncertainty concerning certain of the tax aspects discussed herein, and there can be no 
assurance that some of the deductions claimed or positions taken by the Company will not be challenged 
by the IRS.  An audit of the Company’s partnership information return may result in an increase in the 
Company’s gross income, in the disallowance of certain deductions and in an audit of the income tax returns 
of the Members, which could result in adjustments to a Member’s non Company items of income, deduction 
or credit.  Final disallowance of such deductions could adversely affect the Members.  In addition, state tax 
authorities may audit the Company’s tax returns, which could result in unfavorable adjustments for 
Members.

Prospective subscribers should not purchase Interests solely for the purpose of obtaining tax shelter 
for income from sources other than the Company.  It is unlikely that the Company will provide any such 
tax shelter.  Prospective subscribers for the Interests are urged to consult their own tax advisors as to the 
tax consequences of purchasing Interests.

Tax Classification of the Company.  The Treasury Regulations provide that a limited liability 
company with more than one Member will be classified as a partnership for federal income tax purposes as 
long as an election is not made to treat the limited liability company as an association taxable as a 
corporation.  The Company has represented that no such election has been or will be made, and therefore it 
is assumed that the Company will be classified as a partnership for federal income tax purposes.

Limitations on Losses and Credits from Passive Activities.  Losses from passive trade or 
business activities generally may not be used to offset “portfolio income” (i.e., interest, dividends and 
royalties), or salary or other active business income.  Losses or deductions from passive activities may 
generally be used to offset income from passive activities.  Interest deductions attributable to passive 
activities are treated as expenses taken into account under the passive activity loss rules, and are not 
considered investment interest.  Thus, such interest deductions are generally subject to limitation under the 
passive activity loss rules and not under the investment interest limitation.

To the extent that the Company earns any portfolio income, such income will be separately 
allocated to each of the Members and must be reported as such by the Members.  Any other losses or 
deductions related to passive activities of the Company will not be available to offset any such portfolio 
income so that certain Members may have a tax due on portfolio income generated by the Company during 
a tax year even though the Company also generated passive losses during the same tax year that exceed the 
amount of the portfolio income.

Credits from passive activities generally are limited to the tax attributable to the income from 
passive activities.  Passive activities include (1) trade or business activities in which the taxpayer does not 
materially participate and (2) rental activities, which would include holding an interest as a member of an 
LLC that conducts a trade or business or rental activities, as applicable.  Thus, a Member’s share of the 
Company’s net income and net loss generally will constitute income and loss from passive activities and 
generally will be subject to such limitation.

Losses (or credits that exceed the regular tax allocable to passive activities) from passive activities 
that exceed passive activity income are disallowed as deductions against non-passive income, but can be 
carried forward and treated as deductions and credits from passive activities in the next taxable year.  
Previously disallowed losses from a passive activity, except for certain dispositions to related parties, are 
allowed in full when the taxpayer disposes of his entire interest in the activity in a taxable transaction.
It is generally assumed in this discussion that Members of the Company will be subject to the passive 
activity loss rules with respect to any taxable losses of the Company, but special rules may apply if an 
individual is “real estate professional,” and prospective subscribers should consult their tax advisors to 
determine if any such rules apply to them.
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Limitation on Deduction of Excess Business Losses.  For tax years beginning after December 31, 
2017 and before January 1, 2026, a noncorporate taxpayer’s “excess business loss” is disallowed as a 
deduction.  Under the rule contained in Code Section 461(l), excess business losses are not allowed as a 
deduction against a taxpayer’s other income for the tax year but are instead carried forward and treated as 
part of the taxpayer’s net operating loss (NOL) carryforward in subsequent tax years.  This limitation 
applies after the application of the passive loss rules described above.  NOLs (including NOLs attributable 
to excess business losses) cannot be carried back to earlier tax years, but can be carried forward indefinitely.  
However, the NOL deduction is limited to 80% of taxable income in the applicable carryforward year 
(determined without regard to the NOL deduction).  Carryovers to other years are adjusted to take account 
of this limitation.

An excess business loss for the tax year is the excess of aggregate deductions of the taxpayer 
attributable to all of the taxpayer’s trades and businesses, over the sum of aggregate gross income or gain 
of the taxpayer from all sources plus a threshold amount.  The threshold amount for a tax year is $500,000 
for married individuals filing jointly, and $250,000 for other individuals, with both amounts indexed for 
inflation.  In the case of a partnership or S corporation, the provision applies at the partner or shareholder 
level.  Each partner’s or S corporation shareholder’s share of items of income, gain, deduction, or loss of 
the partnership or S corporation is taken into account in applying the above limitation for the tax year of 
the partner or S corporation shareholder.

At-Risk Rules.  In addition to the passive activity limitations described above, a Member that is 
an individual or closely held corporation will be unable to deduct his distributive share of the Company’s 
taxable losses, if any, to the extent such taxable losses exceed the amount such Member has “at risk.”  A 
Member’s initial amount at risk will equal the sum of (i) the amount of money invested by the Member in 
the Company (i.e., including the amounts paid to purchase the Interests), (ii) the basis of any property 
contributed by such Member to the Company, and (iii) the amount of borrowed funds used in the 
Company’s activities to the extent that the Member is personally liable with respect to such indebtedness.

A Member can include in the amount at risk such Member’s share of the Company’s share of 
qualified nonrecourse financing because the Company will be engaged in the business of holding real 
property.

A Member’s amount at risk will be reduced by the amount of any cash distributed to such Member 
and the amount of Company taxable loss allocated to such Member, and will be increased by the amount 
of Company taxable income allocated to such Member.  Any reduction in a Member’s personal liability for 
borrowed funds used in the Company’s activities or in the Member’s share of the Company’s qualified 
nonrecourse financing shall be treated as a deemed distribution of cash to such Member and shall also 
reduce the Member’s amount at risk.  A Member’s share of Company taxable losses that are not deductible 
by the Member under the at-risk provisions may be carried forward indefinitely to subsequent taxable years 
and used when the Member has a sufficient amount at risk in subsequent years.  If, and to the extent, the 
amount a Member has at risk is decreased to below zero as of the close of any taxable year, such Member 
must include such negative at-risk amount in such Member’s gross income for the taxable year in which 
such decrease occurred.

Allocations of Net Income and Net Loss.  Net income and net loss of the Company for Capital 
Account maintenance purposes will be allocated among the Members as set forth in the Operating 
Agreement.  The Operating Agreement requires that the Members’ Capital Account balances be maintained 
in accordance with the Treasury Regulations, and liquidation proceeds are to be distributed to the Members, 
in proportion to their positive Capital Account balances.  The Operating Agreement contains a “minimum 
gain chargeback” provision, and any nonrecourse deductions are to be allocated under the Operating 
Agreement in a manner that is reasonably consistent with allocations (i.e., in accordance with allocations 
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of net income).  Members are not required to restore a deficit balance in their Capital Accounts upon the 
liquidation of the Company or a Member’s interest in the Company.  The Operating Agreement, however, 
contains a “qualified income offset” provision.

Allocations of taxable income and taxable loss (and items thereof) to the Company’s Members for 
federal income tax purposes generally follow the allocation of net income and net loss (and items thereof) 
for purposes of maintaining the Members’ Capital Accounts under Code Section 704(b), as described 
above, except as provided in Code Section 704(c).  Under Code Section 704(c), taxable income, gain, loss, 
and deduction with respect to property, if any, contributed to the Company by a Member or with respect to 
the Company’s property, if any, that is revalued to current fair market value for purposes of maintaining 
the Members’ Capital Accounts under Code Section 704(b) upon the occurrence of certain events, shall be 
shared among the Members so as to take account of the variation between the federal income tax basis of 
the Company’s property and its fair market value at the time of such contribution or revaluation.  Under the 
Operating Agreement, the Company’s Manager is authorized to select the Section 704(c) allocation 
method(s) to be used by the Company without the approval of any Member.  Code Section 704(c) is a 
complex provision of the Code.  Prospective subscribers for the Interests must consult their own tax counsel 
regarding the tax consequences of an investment in Interests under Section 704(c).

The allocations in the Operating Agreement are intended to comply with certain requirements 
contained within the Code and Treasury Regulations providing that such allocations have, among other 
things, “substantial economic effect” (although there is some doubt because the full meaning of 
“substantial” is not clear under the Code).  Please see Code Section 704 and the Treasury Regulations 
promulgated thereunder for specific requirements concerning partnership allocations of profits and loss.

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. 

Taxable Income in Excess of Distributions.  The Operating Agreement provides for various 
forms of cash distributions resulting from operations of the Company.  Cash distributions (including, for 
federal income tax purposes, a Member’s share of any reduction in indebtedness) made to a Member, other 
than those made in exchange for or in redemption of all or part of his Interests, will generally not affect the 
calculation of a Member’s distributive share of net income or net loss from the Company.  Such distributions 
are generally first applied against and reduce the Member’s adjusted basis in his Interests.  To the extent 
that such distributions are so applied against and reduce the adjusted basis of the Member’s Interests, they 
will not give rise to current realization of income, gain or loss by the Member.  However, cash distributions 
in excess of a Member’s adjusted basis in his Interests will result in the recognition of gain to the extent of 
such excess.  Ordinarily, any such recognized gain will be treated as gain from the sale or exchange of a 
Interest.  See “Treatment of Gain or Loss on Disposition of Interests” under this heading.

It is possible that a Member’s share of the Company’s net income (including taxable income 
allocated under Code Section 704(c)) may exceed cash distributed to such Member with respect to such 
Member’s Interests and such Member’s tax liability on that share may even exceed such distributions.  
Generally, upon liquidation or termination of the Company, gain will be recognized by a Member only to 
the extent that cash is distributed (including such Member’s share of any reduction in the Company’s non-
recourse liabilities) in excess of such Member’s adjusted basis in his Interests at the time of distribution.

Calculation of Member’s Adjusted Basis.  Each Member’s adjusted basis in such Member’ 
Interests will be equal to such Member’s cash capital contributions increased by (i) the amount of his share 
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of the taxable income and tax-exempt income of the Company, and (ii) his share of nonrecourse liabilities 
to which the Company’s property is subject, if any.  A Member’s share of nonrecourse liabilities is the sum 
of (a) the Member’s share of the Company’s minimum gain; (b) the amount of any taxable gain that would 
be allocated to the Member under Section 704(c) if the Company disposed of all its property subject to one 
or more nonrecourse liabilities of the Company in full satisfaction of the liabilities and for no other 
consideration (referred to as “704(c) minimum gain”); and (c) the Member’s share of the excess 
nonrecourse liabilities.

A Member’s basis in his Interests is reduced, but not below zero, by (x) the amount of his share of 
the Company’s taxable loss, and expenditures which are neither properly deductible nor properly 
capitalizeable and (y) the amount of cash distributions received by the Member from the Company.  For 
purposes of calculating a Member’s adjusted basis in his Interests, any reduction in a Member’s share of 
the amount of the Company’s nonrecourse indebtedness will be treated as a cash distribution to such 
Member and accordingly will reduce the basis in such Member’s Interests.  If any nondeductible “excess 
business interest” (see “Deductibility of Interest” below) is allocated to a Member by the Company, the 
Member’s basis in its Interests is reduced (but not below zero) by the amount of such allocation, even 
though the Member is not entitled to a deduction for the nondeductible portion of the interest determined 
in the year of the basis reduction.  However, the Member’s basis is subject to adjustments in future to 
mitigate this initial basis reduction, in whole or in part.

The Treasury Regulations issued under Code Section 752 employ an economic risk of loss analysis 
to determine whether a Company liability is a recourse or nonrecourse liability and to determine the 
Members’ shares of any liability of the Company.

The Loans are expected to be nonrecourse to the Company, and the Lenders’ sole recourse is 
expected to be each Property, respectively, and any other collateral securing the Loans.  However, there are 
expected to be certain carve-outs to this limitation for which the Manager or its affiliates will be personally 
liable.  As a result, there is some uncertainty as to whether or not the Loans will, in fact, be treated as 
nonrecourse debt for federal income tax purposes and accordingly, whether the Members are entitled to 
include in their tax basis their proportionate share of the Loans.

To the extent that a Member’s share of the Company’s taxable loss exceeds the adjusted basis of 
such Member’s Interests at the end of the Company’s tax year in which such taxable loss occurs, such 
excess taxable loss cannot be utilized in that year by the Member as a deduction for tax purposes, but is 
allowed as a deduction at the end of the first succeeding Company taxable year, and subsequent Company 
taxable years, if and to the extent that the adjusted basis of such Member’s Interests at the end of any such 
year exceeds zero (before reduction by such excess net loss from a prior year).

Transfers of Interests.  For federal income tax purposes, items of income, gain, loss, deduction or 
credit of the Company may be allocated to a Member only if they are attributable to that portion of the year 
in which the Member is treated as a Member of the Company for tax purposes.

If any Member’s interest in the Company changes at any time during the Company’s taxable year, 
the net income or net loss allocable to any Interests transferred during such year will be allocated among 
the persons who were the holders thereof during such year using any reasonable computation method 
selected by the Manager that complies with Treasury Regulations issued under Code Section 706, including 
allocation based on an interim closing of the Company’s books, or in proportion to the period of time that 
each such holder was recognized as the owner of such Interests during the year.  The holder of a Interest 
will be required to report a share of the Company’s taxable net income or taxable net loss during the period 
of such holder’s ownership on his personal income tax return even if the Member receives no distributions 
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with respect to such period of ownership and/or the amount distributed to such holder has no relationship 
to the amount that he is required to report.

Treatment of Gain or Loss on Disposition of Interests.  Any gain or loss realized by a Member 
upon the sale or exchange of Interests will generally be treated as capital gain or loss, provided that such 
Member is not deemed to be a “dealer” in such securities.  However, any portion of the gain that is 
attributable to (i) recapture of straight line depreciation deductions attributable to the Company’s real 
property improvements will generally be treated as “unrecaptured Section 1250 gain” and if the selling 
Member is an individual, taxed at a federal income tax rate of 25% or (ii) unrealized receivables (which 
includes, for these purposes recapture of depreciation deductions, if any, on the Company’s personal 
property and recapture of depreciation deductions, if any, in excess of straight line depreciation attributable 
to the Company’s real property improvements), and inventory items of the Company, will generally be 
taxed at ordinary income rates.  If the Member’s holding period for the Interests sold or exchanged is more 
than one year, the portion of any gain realized that is capital gain will generally be treated as long-term 
capital gain.  Under Code Section 751(b), a distribution or distributions by the Company to a Member in 
partial or full redemption of such Member’s Interests are subject to federal income taxation in a manner 
similar to that described above in this paragraph, except that (i) any gain recognized by the Member as a 
result of such a partial or full redemption that is attributable to recapture of straight-line depreciation 
deductions attributable to the Company’s real property improvements will generally be taxed at rates 
applicable to short-term or long-term capital gains (and not at a 25% rate) and (ii) the portion of the 
Member’s gain, if any, that is attributable to the Company’s inventory items, if any, will be taxed at ordinary 
income rates only if the inventory items have “substantially appreciated in value” (as defined in 
Section 751(b)).  To the extent a partner holding a “profits interest” in a partnership (such as the Company) 
acquired the profits interest in connection with the performance of services by the partner for the 
partnership, rather than in exchange for an investment of capital, the partner must hold that partnership 
interest for more than three years (rather than the normal one-year threshold) in order to be entitled to long-
term capital gain treatment on a sale of the partnership interest.  A partner recognizing gain on the sale of 
such a profits interest with a holding period of three years or less will generally recognize short-term capital 
gain on such a sale.  It is not expected that this three-year holding rule will apply to Purchasers of Interests 
since such Purchasers will acquire their Interests solely in exchange for an investment of capital in the 
Company.

A transferor Member must notify the Company of a sale or exchange of his Company interest 
involving unrealized receivables or appreciated inventory.  Once the Company is so notified, it must report 
to the IRS, the transferor and the transferee on the sale or exchange.  Penalties will apply to the failure by 
the transferor partner to report to the Company, and the failure by the Company to report to the IRS, the 
transferor and the transferee.

In determining the amount realized upon the sale or exchange of Interests, a Member must include, 
among other things, its share of Company indebtedness.  Therefore, it is possible that the gain realized on 
a Member’s sale of Interests may exceed the cash proceeds of the sale, and, in some cases, the income taxes 
payable with respect to the gain realized on the sale may exceed such cash proceeds.

Sale or Other Disposition of Company Property.  In general, if the Company’s interest in a 
Property constitutes a capital asset in the hands of the Company at the time of its sale or other disposition, 
any profit or loss realized by the Company on its sale or exchange will generally be treated as capital gain 
or loss under the Code except to the extent that such any such profit represents (i) recapture of straight line 
depreciation deductions on the Company’s real property improvements (which will, to the extent such gain 
is allocated to Company Members who are individuals, generally be treated as “unrecaptured Section 1250 
gain” and taxed at a federal income tax rate of 25%), or (ii) unrealized receivables (which includes, for 
these purposes recapture of depreciation deductions, if any, on the Company’s personal property and 
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recapture of depreciation deductions, if any, in excess of straight line depreciation attributable to the 
Company’s real property improvements), and inventory items of the Company, which will generally be 
taxed at ordinary income rates.  Capital gain is taxed to individuals at varying rates based on the length of 
the holding period.

If a Property constitutes a “Section 1231 asset” (depreciable business property used for more than 
12 months and held for use in a taxpayer’s business) at the time of its disposition, a Member would combine 
his share of the Company’s gain or loss with any other Section 1231 gains or losses realized by such 
Member in that year, and the resultant net Section 1231 gains or losses would be taxed as capital gains or 
constitute ordinary losses, as the case may be.  However, if depreciation deductions have been taken by the 
Company with respect to each of the Properties, then an amount equal to the prior depreciation deductions 
shall not be taxed as capital gain but will instead be taxed at the federal income tax rates for ordinary income 
or, to the extent such gain is allocated to Company Members who are individuals, generally taxed as 
unrecaptured Section 1250 gain.  This treatment may be altered depending on each Member’s disposition 
of Section 1231 property over several years.  In general, net Section 1231 gains are recaptured as ordinary 
income to the extent of net Section 1231 losses in the five preceding taxable years.

If the Company were considered a “dealer” with respect to a Property, any gain or loss on the sale 
or other disposition of a Property would be treated as ordinary income or loss.  As a general rule, the holding 
of parcels of real property for investment is not the type of activity that would cause a person or entity to 
be considered a “dealer” in real property.  The Company will hold and operate only an undivided interest 
in each of the Properties.  It is unlikely, therefore, that the Company will be viewed as a “dealer” in real 
property.  However, the question of “dealer” status is a question of fact to be determined at the time of the 
sale of a Property.

In determining the amount realized upon the sale, exchange or other disposition of a Property, the 
Company must include, among other things, the amount of any liability to which the Property is subject.  
Furthermore, the Company may take back purchase money obligations as part of the consideration for the 
sale of a Property.  The Company may attempt to structure any such sale so as to qualify as an “installment 
sale” for federal income tax purposes, but there can be no assurance that any such sale could or would so 
qualify.  Unless such sale qualifies as an “installment sale,” the Company would generally be deemed to 
have received as proceeds of such sale the fair market value of such purchase money obligations.  Thus, the 
Company’s gain on the disposition of its interest in a Property may exceed the cash proceeds, if any, of 
such disposition, and in some cases the income taxes payable by the Members with respect to such gain 
may exceed the cash proceeds, if any.

Foreclosure.  In the event of a foreclosure of a nonrecourse mortgage or deed of trust on a Property, 
the Company would realize gain, if any, in an amount equal to the excess of the outstanding mortgage over 
the adjusted tax basis of a Property, even though the Company might realize an economic loss upon such a 
foreclosure.  In addition, the Members could be required to pay income taxes with respect to such gain even 
though they receive no cash distributions as a result of such foreclosure.  If the mortgage or deed of trust is 
a recourse loan, a Member could also have cancellation of indebtedness income upon a foreclosure of a 
Property well as gain or loss.

Dissolution.  The dissolution and liquidation of the Company might create adverse tax and 
economic consequences for the Company.  For example, if, as a result of a dissolution, the Company were 
required to liquidate its interest in a Property during a limited period of time, the Company might sustain 
substantial economic losses based on the original cost of such Property.  Nevertheless, the Company might 
realize substantial taxable gain on such disposition as a result of the use of borrowing in connection with 
acquisition of each of the Properties.  See “Sale or Other Disposition of Company Property” under this 
heading.
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Tax Elections.  The Company may make certain elections for federal income tax reporting 
purposes that could result in various items of the Company income, gain, loss, deduction, and credit being 
treated differently for tax and the Company purposes than for accounting purposes.  Upon the sale or 
exchange of a membership interest in the Company or certain distributions made by the Company, the Code 
provides for optional adjustments to the basis of the Company property for purposes of measuring both 
subsequent depreciation and subsequent gain or loss upon dispositions of the Company property, provided 
that an election has been made by the Company pursuant to Section 754 of the Code.  The general effect of 
such an election is that transferees of Interests are treated, for purposes of computing depreciation and gain 
or loss, as though they had acquired a direct interest in the Company assets, and the Company is treated for 
such purposes, upon certain distributions to partners, as though it had newly acquired an interest in 
Company assets and therefore acquired a new cost basis for such assets.  Any such election, once made, is 
irrevocable without the consent of the IRS.

As a result of the complexities and added expense of the tax accounting required to implement such 
an election, the Manager may choose whether or not to make such an election for the Company.  Therefore, 
any benefits which might be available to the Members by reason of such an adjustment to basis will be 
foreclosed if a Section 754 election is not made by the Company.  In addition, if the Company does not 
make an election under Section 754, a Member may have greater difficulty in selling Interests since the 
Purchaser will obtain no current tax benefits from the investment to the extent that such investment exceeds 
his allocable share of the Company’s basis in its assets and may be required to recognize taxable income to 
the extent of such excess, even though the Purchaser does not realize any economic profit.

Deductibility of Interest.  Interest will accrue and be payable on any loan used to acquire a 
Property or which is secured by a Property.  The deduction of such interest is limited by the rules limiting 
the deductibility of passive losses, discussed above.  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 corporations, 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.  Any such election for the Company would be made in the sole discretion 
of the Manager.

Organization and Syndication Expenses.  Expenses paid or incurred in connection with the 
organization and syndication of a partnership must be capitalized.  Expenses of organizing a partnership 
may be amortized over a period of 15 years.  However, syndication expenses may not be deducted currently 
nor amortized.  The determination as to whether expenses are organization or syndication expenses is a 
factual determination that will initially be made by the Company.  The IRS could challenge the Company’s 
allocations between organization and syndication expenses.  Consequently, expenses that are treated as 
subject to amortization could be re-characterized as nondeductible syndication expenses.
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Depreciation and Cost Recovery.  Depreciation deductions can only be claimed for that portion 
of real property, which is depreciable.  Since land is not depreciable, an allocation must be made between 
the value of improvements on the real estate and the underlying land.  The allocation of purchase price 
between depreciable and non-depreciable items is a question of fact, and if the amount allocated by the 
Company to depreciable items is decreased and the amount allocated to non-depreciable items such as land 
is increased, the Company’s losses, if any, for federal income tax purposes will be decreased.

Company Tax Returns.  The federal income tax returns of the Company may be audited by the 
IRS and such an audit may result in adjustments to the various items reported by the Company.  For 
example, various deductions claimed by the Company on its returns of income could be disallowed in whole 
or in part on audit, thereby resulting in an increase in the net income or a reduction in the net loss of the 
Company.  The disallowance of such deductions in whole or in part could increase a Member’s taxable 
income without the receipt of any additional cash distributions from the Company.  The IRS has shifted the 
focus of its audits from the partner or member level to the partnership or LLC level.  Members may be 
bound by actions taken by the Manager at the Company level during the course of an audit.

Payments to the Manager and affiliates.  The Manager and its affiliates will receive various fees 
described elsewhere in the Memoranda.  The Manager will treat the expenses of the Offering as 
nonamortizable syndication costs, and these costs will be capitalized.  These costs consist of securities 
brokerage commissions, legal and accounting fees, printing, advertising, and other costs and expenses 
directly related to the Offering.

Real estate brokerage commissions (whether or not paid to affiliates of the Manager) will be 
treated as capitalized expenditures and added to the basis of each Property.  The amount of such 
brokerage commissions cannot be estimated at this time.  In addition, there are additional limits on the 
deductibility of payments between related parties.  No deduction is allowed for a payment by an accrual 
basis taxpayer to a related cash basis recipient until such time as the recipient includes the payment in 
income.  The definition of related party for purposes of this provision includes a partnership and any partner 
in the partnership.  The Company will be on the cash basis of accounting for income tax purposes unless 
otherwise determined by the Manager.

General

Accuracy-Related Penalties.  The Code provides for an accuracy-related penalty equal to 20% of 
the portion of the underpayment to which such penalty applies, which can be determined at the partnership 
level.  The accuracy-related penalty applies to the portion of any understatement which is attributable to 
certain taxpayer actions, including one or more of the following:  (i) negligence or disregard of rules and 
regulations; (ii) any substantial understatement of income tax; or (iii) any substantial valuation 
misstatement.

General Limitations on the Deductibility of Interest.  In addition to the limitations on the 
deductibility of interest incurred in connection with passive activities, the following are additional 
restrictions on the deduction of interest:

Prepaid Interest.  Interest prepayments (including “points”) must be capitalized and amortized over 
the life of the Loan with respect to which they are paid.

Capitalized Interest.  Interest on debt incurred to finance construction of real property is not 
currently deductible and must be capitalized as part of the cost of the real property.



4892-5650-9460.3 -42-

State and Local Taxes.  In addition to the federal income tax consequences described above, 
prospective investors should consider the state tax consequences of an investment in the Interests.  A 
Member’s distributive share of the taxable income or loss of the Company generally will be required to be 
included in determining his reportable income for state and local tax purposes.  Furthermore, it is possible 
that a state will require that the Company withhold taxes from any payments that are made to its Members.

Tax Consequences for Tax-Exempt Entities.  Generally speaking, most types of tax-exempt 
entities (such as qualified pension plans, IRAs, charitable organizations, private foundations, etc.) are 
exempt from federal income tax on their “passive” investment income (e.g., capital gains and most types 
of real estate rental income) whether such amounts are realized by the tax-exempt entity directly or 
indirectly through an entity which is taxed as a “partnership.”  However, in some cases, a tax-exempt entity 
may be subject to tax (and return filing requirements) on a part of their share of income from certain types 
of investment partnerships.  For example, the general exemption from tax for tax-exempt entities does not 
apply to any “unrelated business taxable income” (or “UBTI”) which is realized by the tax-exempt entity.  
For purposes of determining the unrelated business taxable income of a tax-exempt entity that is a member 
of a partnership or a tenant in common, items of income, gain, loss and deduction attributable to each of 
the Properties will be treated, in general, as being recognized directly by a tax-exempt entity.  Losses from 
one unrelated trade or business of a tax-exempt entity may not be used to offset income derived from another 
unrelated trade or business operated by the same tax-exempt entity.  Gains and losses have to be calculated 
and applied separately for such purposes.

UBTI would include any “debt-financed income,” which, in turn, generally is defined to include 
(1) income derived by a tax-exempt entity (directly or through a partnership) from income-producing 
property for which there is “acquisition indebtedness” at any time during the taxable year, and (2) gains 
derived by a tax-exempt entity (directly or through a partnership) from the disposition of property for which 
there is or was “acquisition indebtedness” at any time during the twelve month period ending with the date 
of disposition.  Certain special rules in the tax code permit certain types of tax-exempt entities (including 
most types of pension plans, but not IRAs) to invest in real estate projects with acquisition indebtedness 
(such as the Properties) without being subject to taxation under the foregoing rules so long as certain very 
complex requirements are satisfied.  However, given the complexity of these requirements, the Manager 
cannot give any assurances as to the extent to which (if any) such requirements may be met from time to 
time.

As such, any Member which is a tax-exempt organization may derive unrelated business taxable 
income from their Interests and therefore, any Member which is a tax-exempt entity should consult with 
their own tax advisors regarding the application of these special rules under their own particular 
circumstances.  In particular, and without limitation, charitable remainder trusts and similar entities can be 
subject to particularly harsh income tax consequences in the event that any of the income recognized by 
such entity during any particular year is UBTI.  Neither the Company nor the Manager nor any of their 
respective agents or affiliates makes any representation or warranty to or with respect to any tax 
consequences arising with respect to any investment in the Interests by a tax-exempt entity (such as a 
pension plan, IRA or similar entity).

United States Income Tax Considerations For Foreign Investors.  The federal income tax 
treatment applicable to a nonresident alien or foreign corporation investing in the Company is highly 
complex and will vary depending on the particular circumstances of such investor and the effect of any 
applicable income tax treaties.  It is possible that the tax consequences of an investment in the Company 
may differ from those described above.  Each foreign investor should consult his own tax advisor as to the 
advisability of investing in the Company and the tax consequences of such an investment.  This 
Memorandum does not attempt to undertake a discussion of any such tax aspects applicable to foreign 
investors.
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It should be noted that a number of issues discussed in this Memorandum, have not been 
definitively resolved by statutes, regulations, rulings or judicial opinions.  Accordingly, no assurances can 
be given that the conclusions expressed herein will be accepted by the IRS, or, if contested, would be 
sustained by a court, or that legislative changes or administrative pronouncements or court decisions may 
not be forthcoming that would significantly alter or modify the conclusions expressed herein.  
PROSPECTIVE SUBSCRIBERS FOR THE INTERESTS MUST CONSULT THEIR OWN TAX 
COUNSEL REGARDING THE TAX CONSEQUENCES OF AN INVESTMENT IN INTERESTS.



4892-5650-9460.3 -44-

RISK FACTORS

General

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 Project, 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 Project, could delay or prevent the closing 
of the acquisition of the Project 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 Project, returns for owners or indirect owners, the closing of the 
Project, in ways that are both foreseeable and unforeseeable.
Local or National Regulations May Adversely Impact the Project 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 
residents’ or tenants’ contractual rental obligations and limiting the Company’s ability to raise rents upon 
renewal, which may adversely impact the Project or its, investors, owners, or indirect owners.
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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 Project.  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 Project may fluctuate.  The vacancy rate of the Project 
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 Project.  The vacancy rate, and consequently the projected rent rate, for the Project 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 Project will experience significant competition for tenants.  The availability of other 
comparable properties near the Project 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 Project.

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 Project.

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 Project will be made exclusively by the Managing Member, the Project Manager and the Sub-
Project 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.
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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 Members, Administrative Member, 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.

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 Realty Mogul Platform operated by RM Technologies, 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 Project 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 
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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 
Project.  There can be no assurance that the value of the Project will exceed its cost at all times or that the 
Project will be able to maintain its value.  In addition, there can be no assurance that the sale or refinancing 
of the Project 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 Project.  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 Project.

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 
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 Project, 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 Project in part with borrowed funds, which will be 
repaid out of the cash flow from the Project, which could decrease investors’ distributions.  As a result of 
the use of leverage, a decrease in rental revenues from the Project 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 Project.  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 Project 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 
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there is no foreclosure risk.  Foreclosure of the Project 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.

In order to address environmental issues, the Company intends to subject the Project 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 Project 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 Project 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 Project.  

The Company may experience delays in the sale of the Project.  The Company’s current 
expectations include selling the Project within a three-year period.  It is possible, however, that various 
circumstances may make it difficult to sell the Project within that time period.  Any delay in selling the 
Project 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.
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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 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:
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Co-Invest Opportunities.  The Sponsor and certain of its affiliates intend to co-invest in the Project 
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 Project.  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 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.

Risks Relating to Financing

Loan Terms Not Final.  The anticipated financing for the purchase of the Project by the 
Project Owner has not yet been secured.  The description of the Loan terms in this Memorandum 
reflect the non-binding term sheet Sponsor has received from the Lender. No assurance can be given 
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that the Loan will be made on such terms or made at all due to customary contingencies included by 
the Lender in its terms.  If, for these or other reasons, financing cannot be obtained in a timely 
fashion, it is likely that Seller will not complete the sale of the Project to the Project Owner and the 
amounts contributed to the Company by the investors will be refunded. 

Tax Risks Related To This Offering

The following is a brief summary of certain United States federal income tax risks that may be 
associated with an investment in the Company by the Members.  A general summary of the United States 
federal income tax considerations that may be relevant to an Member of the Company is set forth under 
“FEDERAL INCOME TAX CONSEQUENCES” above.  Each prospective Member is strongly urged to 
review the material and discuss with such prospective Member’s tax advisors the tax consequences of an 
investment in the Company.

Members may not receive cash distributions in excess of their tax liabilities.  Generally, each 
Member will be required to pay federal and state income taxes at the Member’s individual rate on his 
allocable share of the Company’s taxable income.  In some situations, the cash distributions, if any, received 
by a Member may be less than the tax attributable to such Member’s an Interest.  Such a situation can occur 
for three reasons.  First, it can occur because the amount of profits allocated to a Member in a fiscal year 
may exceed the amount of cash distributed to that Member in that same fiscal year.  Second, it can occur if 
the Company has phantom income with respect to any fiscal year.  For example, the if the Company sells 
property for a taxable gain, but all of the cash received as a result of such sale is used to repay a loan that 
may encumber the property.  Finally, a situation in which a Member’s share of taxable income exceeds the 
Member’s share of cash distributions can occur if a deduction of the Company is disallowed for use by a 
Member.

Tax-exempt entities may incur unrelated business taxable income.  A tax-exempt holder of an 
Interest, including IRAs, Keogh Plans, and other qualified retirement plans (“Tax– Exempt Entities”), 
should understand that its allocable share of the Company’s taxable income may result in such Tax–Exempt 
Entity having unrelated business taxable income (“UBTI”).

The Company could be characterized as a “dealer” with respect to the Project.  If the Company 
sells the Project in one or more transactions, it could be characterized as a “dealer” with respect to such 
Project.  In that event, income from the sale of the Project would be ordinary income.  The characterization 
of the Company as a dealer for federal income tax purposes would have an adverse effect on Tax–Exempt 
Entities that are Members because any gain resulting from the disposition of the Project would constitute 
unrelated business income to such Tax–Exempt Entities.  Such a characterization also could affect the 
application of the passive activity rules to taxable investors.  No opinion will be received regarding the 
status of the Company as a dealer and no assurance can be given that the Company will not be deemed to 
be a dealer.

If investors finance the purchase of an Interest, interest paid by the investor might not be 
deductible.  Under the “investment interest” limitation of the tax code, the IRS or other governmental taxing 
authority might disallow any deductions investors take on any financing used to purchase an Interest.  Thus, 
investors may be unable to deduct those financing costs from their taxable income.  

An IRS audit of our return, books, and records could cause an audit of your tax returns.  If the 
Company is audited by the IRS and it makes determinations adverse to the Company, including 
disallowance of deductions the Company has taken, the IRS may decide to audit Member income tax 
returns.  Any such audit could result in adjustments to Member tax returns for items of income, deductions 
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or credits, and the imposition of penalties and interest for the adjustments and additional expenses for filing 
amended income tax returns.

A foreclosure or forced liquidation of a Project may result in gain.  In the event of a foreclosure 
of a mortgage or deed of trust on any Project, the Company would realize gain, if any, in an amount equal 
to the excess of the outstanding mortgage over the adjusted tax basis of such Project, even though the 
Company might realize an economic loss upon such a foreclosure.  In addition, the Members could be 
required to pay income taxes with respect to such gain even though they receive no cash distributions as a 
result of such foreclosure.  In addition, if, as a result of a dissolution or otherwise, the Company were 
required to liquidate any Project during a limited period of time, the Company might sustain substantial 
economic losses based on the original cost of the Project.  Nevertheless, the Company might realize 
substantial taxable gain on such disposition as a result of the use of borrowing in connection with acquisition 
of the Project.
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APPENDIX A

AMENDED AND RESTATED 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)


