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Houston, TX

232 Unit Apartment Community
Value Add Opportunity

Privileged & Confidential

Shenandoah Woods
A Garden Oaks Community

Investment Offering Memorandum



CONFIDENTIALITY & DISCLAIMER
This “Presentation” and materials enclosed herein have been prepared solely for informational purposes using information supplied by Monument 
Property Management and its Managing Partners. Monument Property Management may be referred to from time to time herein as the “Company” 
or the “General Partner” or the “Sponsor” or as “Management”. The information contained herein is to be used by potential partners and other 
interested parties (the “Recipient(s)”) in evaluating a potential purchase, any transaction, or partnership with the Company. This Offer Memorandum is 
being furnished on a confidential basis to potential investors.  By its acceptance, each recipient agrees to keep permanently confidential all 
information contained herein.

The Recipient of this Presentation acknowledges the Company is not acting in any capacity to solicit the sale of a specific investment or security and 
potential transactions contemplated herein are not intended to be securities offerings or transactions under the Securities Act of 1933, the Securities 
Exchange Act of 1934, and all applicable state securities laws (collectively, “Applicable Securities Laws”). Nevertheless, if it is later deemed by a 
court or other governmental organization with jurisdiction over such matters that the transactions contemplated hereunder constitute securities offerings 
or transactions under an Applicable Securities Laws, the Recipient expressly acknowledges and agrees that such offerings or transactions would not 
be registered under Applicable Securities Laws, and that exemptions from registration under the Applicable Securities Laws are based, among other 
criteria, on the Recipient being a sophisticated and accredited or qualified investor with sufficient financial resources, knowledge, and experience to 
make sound and informed decisions in regards to the transactions contemplated herein. 

This Presentation may include certain forward-looking statements, estimates, and projections provided by the Company’s management with respect to 
its value, anticipated future performance and the results of its future operations. Words such as “anticipate,” “can,” “could,” “will,” “intend,” 
“continue,” “expect,” “achieve,” “strategy,” “future,” “estimated,” “should,” or other comparable words or phrases or the negatives of those words or 
phrases, and other words of similar meaning indicate forward‐looking statements. 

Such forward-looking statements, values, estimates, and projections reflect various assumptions by the Company’s management concerning anticipated 
results, which have been included solely for illustrative purposes. No representations are made as to the accuracy of such forward-looking statements, 
values, estimates, or projections with respect to any other information contained herein. 

The information contained herein has been prepared to assist interested parties in making their own evaluation of the Company and its management 
team and does not purport to be all-inclusive or to contain all of the information that a prospective Recipient may desire. 

The information and data contained herein are not a substitute for the recipient’s own due diligence and independent evaluation. Each recipient 
should perform its own independent investigation and analysis of the opportunity and its investment worthiness. The information and data contained 
herein is strictly confidential and may not be divulged to any person or entity, in whole or in part, except to your officers, directors, employees, and 
agents exclusively for use with evaluating the opportunity presented herein, or as required by applicable law, without written consent from the 
Company. 
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Purchase Price: The purchase price of $81,900 per door is well below similar vintages that are typically 
selling for approximately $89K per door.  Additionally, the sponsors were able to negotiate a price 8% below 
the brokers initial guidance.  

Value-Add Opportunity: The current ownership group have not spent capital to net rental premiums; we plan 
to spend $2.8M with large focus on interiors to capture the rental premiums post rehab.  Sales comps and rent 
comps prove spending Capex increases rent premiums.

Below Market Rents: The average market rent in the submarket is $1.24 for an un-rehabbed unit, which is 
$0.03 higher than the current average rent of $1.21 PSF at Shenandoah.  Based on rent comparison of a 
rehabbed unit, rent delta is $0.10+ higher than Shenandoah’s expected rehabbed unit rent.

Well-Positioned Asset / Strong Appreciation: Shenandoah Woods Apartments are positioned in the Garden 
Oaks area; experiencing growth from gentrification of Northwest Crossing and Heights Districts. The community 
is experiencing growth in homes, shopping centers, entertainment, and many other government projects. Land 
values in the Garden Oaks district have steadily appreciated over the past decade, making the neighborhood 
attractive for both blue collar and white-collar worker base.  The growth of 290 corridor and future home of 
high-speed bullet train at the existing Northwest Mall location makes Shenandoah Woods Apartments well 
positioned asset for future growth.  

Strong Team: The property management company and the general contractor have a proven track record with 
the sponsorship team. 

3

INVESTMENT 
OBJECTIVE & HIGHLIGHTS



MARKET
RENT 
$872

MARKET 
RENT 

$1,577

MARKET 
RENT

DIFFERENCE 
$705
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$872 Unit | $1.21 sf
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INVESTMENT OVERVIEW

SHENANDOAH WOODS APARTMENTS

Address 4250 W. 34TH STREET

Years Built 1977

Land Acres 6.7 Acres

Net Rentable Area 168,448 SF

Number of Units 232

Avg. SQF / Unit 726 SF 

Purchase Price $19,000,000

Price / Unit $81,900

Acquisition Cap Rate 5.31%

Current Occupancy 94%

ACQUISITION DETAILS

Project Cost $23,250,000

LTC 76.5%

Loan Amount $17,750,000

Total Capital Required $5,450,000

GP Equity $550,000

RM Equity $3,000,000

LP Equity $1,900,000

Name Monument Property 
Management

Location Houston, TX

SPONSOR

CAPITAL STACK ASSUMPTION

PROJECT LEVEL RETURNS

Hold Period 5 years

Exit Cap Rate 5.25%

IRR 23.5%

Equity Multiple 2.47x

Promote Sharing 70% LP / 30% GP

Preferred Return 8%
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LOAN/FEES OVERVIEW
Loan Terms

Total Loan Amount $17,750,000

LTC (Loan to Cost) (Purchase Price + Rehab) 76.5%

Interest Rate 3.60% + 30-day Libor (0.20% Floor)

Term 3 Years + 1 Year + 1 Year

Origination Fee 1.00%

Broker Fee 0.75%

Exit Fee None

General Partner Fees

Acquisition Fees 1% of the Purchase Price

Loan Guaranty Fees None

Exit Fees 0.5% of the Gross Sales Price

Asset Management Fees 2% of Gross Revenue
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PROPERTY DETAILS
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PROPERTY 
UNIT MIX

62%

38%

1BR

2BR
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PROPERTY FLOOR PLAN – 1 Bedroom

BEDROOM: 1

Baths: 1.0

SQ FT: 642

RENT: $780

BEDROOM: 1

Baths: 1.0

SQ FT: 672

RENT: $820
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PROPERTY FLOOR PLAN – 2 Bedroom

BEDROOM: 2

Baths: 1.0

SQ FT: 848

RENT: $950

BEDROOM: 2

Baths: 1.0

SQ FT: 872

RENT: $1,035
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PROPERTY SITE PLAN

16 Buildings 
across 6.7 acres

35 Units per 
acre
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LOCATION OVERVIEW &
MARKET COMPARABLES
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COMPARABLE RENTS

Fully Renovated
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COMPARABLE SALE

* Values are based on market estimates



The asset management team will perform the following rehab post-acquisition:

Exterior Renovations:

 Replace all lighting and repair damaged concrete walkways.

 Repair and replace the fascia and gutters surrounding the tops of the 
buildings and add additional signage throughout the property.

 Improve landscaping, fencing and pool 

 Apply stucco on front façade and paint entire exterior

 Repair and seal coat parking lot

 Redesign leasing office

 Add new amenities – Dog park/Dog wash, Gym

Interior Renovations:

 Full Rehab 232 units to improve interior appearance and increase rental 
income 

 Flooring

 Appliances

 Kitchen and Bath

 Hardware/Blinds/LED Lighting

These improvements will help to bolster the curb appeal of the property and provide 
residents an improved living experience.
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PROPOSED
RENNOVATIONS
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CAPITAL EXPENDITURE
BUDGET

Pool $78,000 Kitchen and Bath $359,600
Fence/Gate area $12,000 Flooring $278,400
Signage $38,350 Drywall/light concrete $139,200
Fence $25,000 Appliances $465,680
Parking Lot $66,000 Paint $33,640
Office $68,000 Trim and Doors $121,800
Common Area $332,000 Hardware Blinds etc $132,240
Landscaping $48,000 Misc $212,090
Roof/Mansards $100,000
MISC. $50,000
TOTAL EXTERIOR $817,350 TOTAL INTERIOR $1,742,650

Construction Management Fee $225,000

TOTAL ESTIMATED REHAB BUDGET $2,785,000

EXTERIOR INTERIOR
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FINANCIAL PROJECTIONS
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YEAR 1

1. Income - Reduce occupancy from 94% to 92% as we start construction and change tenant base.  Rehab ~100 units in year 
1 to increase rent delta by ~$63K and reduce loss to lease by ~$60K. 

2. Advertising/Admin- Reduction $40K/Increased $20K is due to reclassification of expenses 

3. Maintenance / Repairs – Current T-12 does not include Opex items spent by seller via P/L (incorrectly classified based on 
our due diligence).  Year 1 projections in line with underwriting standards of approximately $300-400 per unit. 

4. Contract Services - Our budget for contract services include landscaping, common areas, make ready, and security services. 
$300 per unit per year is the standard for on a C class property and lender placed requirements. 

5. Real Estate Taxes – Current owner pays property taxes based on a HCAD value of ~$14.5M. We have increased the tax 
value to ~$15.2M based on our purchase price of $19M. We are expecting HCAD to increase the value of the property as 
a result of the transaction. Since Texas is a nondisclosure state, and HCAD does not have the exact dollar amount of the 
purchase price; we do not expect to pay the full value of this  based on the purchase price.  

6. Management Fee – Reduce from 3.5% to 3% annually 

7. Replacement Reserves – $250/unit was added as a contingency for “unknow costs” as a result of an older property based 
on lender underwriting guidance. 

FINANCIAL PROJECTIONS
UNDERWRITING ASSUMPTIONS
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SOURCES & USES OF FUNDS

Sources & Uses of Funds listed above are estimated.  Actuals numbers may vary at closing.  
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REFINANCE &
SALES ASSUMPTIONS



Some of the key assumptions used in forming these base case projections include:

 The planned improvements and renovations.

 Local job growth and improving apartment market.

 LPM’s property management expertise to increase net operating income 
(“NOI”) from the adjusted NOI of $1M to $1.5M in 5 years.

 The property is refinanced in month 36, returning all mezzanine note 
capital and a substantial portion of the equity capital to investors.

Rents will grow approximately 33% from their current levels over the course of the 
five-year investment. More specifically, 14% over the first two years through rehab. 
This is the biggest opportunity with this property, as current management has failed 
to capture the optimal rents for the property and value add rehab that increase 
rents.

The combined gross sales price of the property in month sixty (60) is approximately 
$29 million, based on a conservative 5.25% cap rate.
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POTENTIAL
INVESTOR RETURNS



Equity investors will earn an 8% preferred return and 70% ownership in the 
property, subject to the investor cash flow waterfall. Excess cash flow from 
operations will be used to make preferred return payments to the equity investors 
on a quarterly basis based on the availability of cash.

Included in the operating agreements discussed above are provisions which govern 
the distribution of available cash to the Project’s various stakeholders. The language 
in this section summarizes these distribution waterfalls at a high level. Before 
distributing cash to investors, the Project’s managers will ensure that all senior debt 
service has been paid and that all required reserves are fully funded. After paying 
these obligations and any operating expenses, available cash will generally be 
distributed within LCP Shenandoah LLC (usually on a quarterly basis) as follows:

If the distribution results from the property’s normal operations:

Because the property will require significant rehab the management team is 
projecting distributions to our equity investors will start in Q4 of 2021.  

After payment of all current and accrued preferred returns, equity investors 
should expect to receive:

1. Complete 100% return of member/investor/LP invested capital,

2. Share in 70% of residual cash flow
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POTENTIAL
INVESTOR RETURNS



For presentation purposes, the model has been summarized annually. However, the 
IRR and cash-on-cash numbers still reflect a calculation using monthly cash flows, 
which is more accurate than annual numbers. Calculating a simple IRR using just the 
annual numbers above will result in a less accurate result, as the investment is then 
assumed to have just five inflows that occur at the end of each year.

While the current base case investment horizon specifies a five-year hold, the 
management team will constantly be evaluating exit opportunities throughout the 
investment period. The five-year assumption is driven by the redevelopment of the 
submarket driven by solid job growth and the improvements made to the Property, 
but it is possible that the Property could be sold sooner than the end of the fifth year, 
and it is also possible that it could be sold later. The management team believes they 
will be able to materially improve the financial performance of the Property within 
the first two years due to renovations and home sharing/corporate housing. With this 
improvement, and with all else equal, a sale sooner than month 60 would likely 
increase the IRR but decrease the cash-on-cash returns projected herein, and a sale 
after month 60 would likely increase the cash-on-cash return but decrease the IRR.
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POTENTIAL
INVESTOR RETURNS
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SPONSORSHIP

Rajib Batabyal
Managing Partner, 
Monument Property Management

Tapan Patel
Managing Partner,
Monument Property Management

Rajib Batabyal has been involved in Houston 
real estate through financing, acquisition and 
management for 25 years. His skillset includes 
but is not limited to thorough understanding 
of multifamily acquisition, asset management, 
operations and lending processes. From 1993 
to 2008 Rajib was the Vice President of 
Business Development and Analysis for TTSF 
Properties where he was involved in 
continuous market analysis, financial analysis 
prior to and during the projects, acquisition, 
financial planning and operation and 
reporting. His next 7 years were spent 
presiding over the management of a seven-
asset portfolio consisting of 1,376 units as 
Director of Property Management for ITC 
Management. Rajib then went on to become 
the Vice President of Operations at Karya
Property Management where he was 
responsible for operating over 8,000 units 
across 28 properties before leaving to start 
Monument Multifamily. Rajib’s vast and 
diverse experience have made him an expert 
in identifying assets and maximizing returns. 
He got his degree in Bachelors of Science from 
St. Xavier’s University in Calcutta, India and 
MBA in Marketing in the US. 

Tapan Patel, also fondly known as Paul, has more 
than 7 years of experience in the real estate 
industry throughout the Greater Houston Area. He 
is Director of Operations. Paul started his career as 
Manager of a privately-owned Red Roof Inn where 
he was responsible for increasing revenue by 
$400k in his first two years through efficient 
management and effective budget controls. In 
2010 Paul became Community Manager and 
Bookkeeper for a property in North Houston, 
where he became an expert at successfully 
managing a Multifamily community while 
remaining within budget. The following year Paul 
worked as Regional Manager overseeing a three-
apartment portfolio in the Houston area. In his 
time there, despite the downturn Houston 
experienced, he was able to implement efficiency 
into the operations of the communities, resulting 
in an overall 17% reduction in operational 
expenses and an average of 8% rent increase. His 
knowledge of how to efficiently run a property and 
maintain a budget will be paramount to the overall 
success of the group. Paul double majored in 
math and interior architecture from University of 
Houston and now puts his degree to full use by 
redesigning and restoring our properties. 



SAMPLE PORTFOLIO

Assets Under 
Management

$395M

Pref 
Payments 

Made
19.5%

Capital
Returned

$

Units Under 
Management

3,300+

SPRINGWOOD PARK VINTAGE APARTMENTS MADISON PARK



SAMPLE PORTFOLIO

Preferred 
Return

8%

CASA VERDE RAINTREE APARTMENTS NORTHWEST CORNERS APTS

BLOCK AT MONTROSE PINEFOREST PARK PINEFOREST PLACE



SAMPLE PORTFOLIO

Preferred 
Return

8%

ASPENWOOD APARTMENT HOMES BANYAN PALMS APARTMENTS THE AUBERY

SAN REMO APARTMENTS THE GRAHM APARTMENTS NORTHWEST CORNERS 



Casa Verde Apartments

Springwood Park Apartments

Northwest Corners Apartments

Madison Park

Raintree Apartments

Corporate Office

The Block at Montrose

Pineforest Park & Pineforest PlaceVintage Apartments

Hollyvale Apartments

Shenandoah 
WoodsBanyan Palms Apartments

Aspenwod Apartment Homes

The Graham Apartments

The Aubrey Apartments

San Remo Apartments



SPONSORS TRACK RECORD

ASSETS 
UNDER 

MANAGEMNT
$245M

Preferred 
Return

8%

PROPERTY ACQUIRED LOCATION UNITS STATUS NOTES

San Remo 3/2017 Katy, TX 333 MARKETED FOR SALE LP Investment

Casa Verde 8/2017 Houston, TX 384 MARKETED FOR SALE Returned 1.7x of capital 

The Aubrey 10/2017 Houston, TX 436 REFINANCED LP Investment

The Graham 10/2017 Houston, TX 446 REFINANCED LP Investment

Springwood Park 3/2018 Houston, TX 145 REFINANCED Returned 1.75x of capital 

Madison Park 7/2018 Houston, TX 576 REFINANCED Current yield is ~6%

Vintage Apartments 8/2018 Houston, TX 292 REFINANCED Returned 1.45x of capital 

Block At Montrose 10/2018 Houston, TX 62 ONGOING Renovations are in progress

Raintree Apartments 3/2019 Pasadena, TX 228 REFINANCED Returned 1.26x of capital 

Northwest Corners 7/2019 Houston, TX 466 PENDING REFI Renovations are in progress

Hollyvale Apartments 3/2019 Houston, TX 38 REFINANCED Returned 1.6x of capital 

Pineforest Park & Place 1/2020 Houston, TX 343 ONGOING Renovations are in progress

Aspenwood Apartments 3/2021 Houston, TX 211 ONGOING Renovations are in progress

Banyan Palms Apartments 3/2021 Houston, TX 324 ONGOING Renovations are in progress



Monument Property Management (“MPM”) is a Houston based company that 
provides property management, development, and renovations. 

The group is headed by Rajib Batabyal who has been in the multifamily business 
since 1993. As Managing Principal of Monument Property Management, he is 
responsible for the strategic planning for the company. His team currently manages 
over 2,500+ apartment units in Houston, Texas

A strong relationship with MPM, brings strategic insight and sound operations 
together with hands-on approach that emphasizes efficiency, results, and follow 
through. 

36

PROPERTY 
MANAGEMENT



Houston is the nation’s fifth-largest MSA and is widely considered to be a young, 
fast-growing and diverse population. Houston is home to a thriving and evolving 
business economy that has rapidly diversified itself from its strong energy base.

Houston Area Employment

37

HOUSTON JOB 
GROWTH VECTOR



Commercial Real Estate provide the lowest risk comparative to returns.
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COMMERCIAL REAL ESTATE
RETURN/RISK ASSESSMENT



Absorption - The absorption rate represents the rate in which units are leased in a 
specific real estate market or area. Absorption is calculated by dividing the average 
number of units per month by the total number of units available. The absorption can 
be calculated for a singular building or by an entire market.

Accrued Interest - The interest on a loan that accumulates during the loan period 
and paid at the end of the loan term.

Equity Multiple- In commercial real estate, the equity multiple is defined as the total 
cash distributions received from an investment, divided by the total equity invested. 
Essentially, it’s how much money an investor could make on their initial investment. An 
equity multiple less than 1.0x means you are getting back less cash than you 
invested. An equity multiple greater than 1.0x means you are getting back more 
cash than you invested. For instance, an equity multiple of 2.50x means that for 
every $1 invested into a CRE project, an investor could be expected to get back 
$2.50.

Interest Rate - The rate used to determine how much the money will cost to borrow 
over time.

Interest only Period - An interest only period is when the borrower is only making 
interest payments to the investors or loan for a set period of time. At the end of one 
of these periods, the borrower is usually required to satisfy the loan principle with a 
balloon payment, re-amortize the loan, or the property has been sold.

Market Rent - Market rent is the accepted price to lease a space for residential or 
commercial purposed. For example if a 1,500 square foot apartment is listed for 
rent for $3,000, it is because similar spaces in the local market are also leasing at 
this price. Investors use market rent to discover opportunities in local markets to 
increase rents and profits.
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REAL ESTATE TERMS & 
DEFINIFTIONS



Mixed Uses Development - Mixed uses development is the use of a building or 
several building for more than a singular purpose. An example of this type of 
commercial real estate development would be a condo building with a Starbucks 
and a bagel shop at the base of the condo building.

Multifamily Real Estate - Multi-family residential real estate is a classification of 
housing where multiple, separate housing units for residential inhabitants are all 
contained within a single or several building within one complex. Commonly referred 
to as an apartment building.

Net Operating Income (NOI) -The net operating income or NOI is the measurement 
used to analyze real estate investment that generate income. NOI equals all revenue 
from an investment property minus operating expenses. NOI normally appears on 
the investment property’s income and cash flow statements. When the NOI is 
negative, it is usually referred to as the net operating loss (NOL). NOI helps real 
estate investors compare different investment properties they may want to buy or 
sell.

Offering Memorandum (OM) - An offering memorandum is a legal document that 
states that objectives, risks, and the terms of the real estate investment to the 
investors. The OM serves as a guide to provide the buyers or investors with 
information on the real estate offering and to protect the seller from the liability of 
selling unregistered securities.

Occupancy - The occupancy rate refers to the percentage of occupied units in a 
commercial real estate property. The occupancy can be determined in building or in 
the market.
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REAL ESTATE TERMS & 
DEFINIFTIONS



Preferred equity - A preferred equity stock is a type of ownership that has higher 
claim on its assets and earning than common stock. Preferred equity generally have 
a dividend that must be paid out to investors be for any common shareholders 
including the owner of the asset.

Preferred return - The preferred return or “pref” is a confusing term in regards to 
real estate investing. It is commonly described as the claim on the profits given to an 
investor on an investment opportunity. Usually when the profit percentage is reached, 
the excess profit is split among all of the investors as agreed. This is the most common 
type of return used in real estate investments.

Private Placement Memorandum (PPM) - A private placement memorandum or 
PPM is a ledge document provided to investors to sell stock in relationship to a real 
estate business. The PPM describes the company selling the security, terms of 
offering, and the risk of the investment.

Pro Forma - A pro forma is a method that is used to calculate financial results. The 
pro forma places significant emphasis on present or projected figures.

Rent Roll - The rent roll is a document that provides a snapshot of the current income 
representing the owner’s asset. The rental income derives from an income producing 
real estate asset.

Trailing 12(t-12) or Profits and Lost - A real estate investment’s trailing 12 
represents its financial performance for a 12 month period, but not the fiscal year. 
The t12 is calculated by adding together all four quarters. The T12 helps determine 
the overall value of a multifamily asset and the income it brings.
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REAL ESTATE TERMS & 
DEFINIFTIONS



This investment involves a high degree of risk for investors and is suitable only 
for persons who have substantial financial resources, understand or have been 
advised about the tax consequences and other risks of this investment. Certain  
risks are described in this Investment Memorandum, including the following:

General Risks of Real Estate Ownership
The investments of the Company will be subject to the risks generally incident to the 
ownership of real property, including uncertainty of cash flow to meet fixed and 
other obligations; adverse changes in local market conditions, population trends, 
neighborhood values, community conditions, general economic conditions, local 
employment conditions, interest rates, and real estate tax rates; changes in fiscal 
policies; competition from other properties; and uninsured losses and other risks that 
are beyond the control of the Company. There can be no assurance of profitable 
operations because the cost of owning the Company’s investments may exceed the 
income produced, particularly since certain expenses related to real estate and its 
development and ownership, such as property taxes, utility costs, maintenance costs 
and insurance, tend to increase over time and are largely beyond the control of the 
owner.

Risks Associated with Property Acquisitions
The Company intends to acquire real property. Such acquisitions are subject to many 
risks. The Company may acquire property that is subject to liabilities or that has 
problems relating to environmental condition, state of title, physical condition or 
compliance with zoning laws, building codes or other legal requirements. In each 
case, the Company’s acquisition of a real estate property may be without any 
recourse, or with only limited recourse, with respect to unknown liabilities or 
conditions. 42

RISK 
FACTORS



As a result, if any liability were asserted against the Company relating to the 
property, or if any adverse condition existed with respect to the properties, the 
Company might have to pay substantial sums to settle or cure it, which could 
adversely affect the cash flow and operating results of the Company.

Construction Risks
The Company will acquire property that will require development or redevelopment. 
Real estate development involves the risk that construction may not be completed 
within budget or on schedule because of cost overruns, work stoppages, shortages of 
building materials, the inability of contractors to perform their obligations under 
construction contracts, defects in plans and specifications or in construction or other 
factors. Any delay in completing a project may result in increased interest and 
construction costs, the potential loss of purchasers or tenants and the possibility of 
defaults under financings. Furthermore, increased real estate development may lead 
to periods of oversupply and result in vacancies, lower rentals and lower sale prices 
for real estate projects. Newly developed real estate projects may be 
disproportionately affected by fluctuations in demand and supply as they may have 
no existing tenancies and may need to be leased up in their entirety.
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RISK 
FACTORS



Real Estate Investments Are Illiquid
Investments in real estate or interests in real estate are highly illiquid and 
subject to industry cyclicity, downturns in demand, market disruptions and 
the lack of available capital for potential purchasers. Accordingly, there 
can be no assurance that the Company will be able to realize on its 
investments in a timely manner.

Liquidity Risk
The Interests have not been registered under any federal or state securities 
laws and are being sold in reliance on exemptions from registration under 
the 1933 Act and the provisions of applicable state securities laws. The 
operating agreement restricts the transfer of the Interests. Among other 
things, the operating agreement provides that, except for certain permitted 
estate planning transfers, investors may not transfer or encumber their 
interests without the prior written consent of the Company’s manager. Thus, 
holders of the membership interests may not be able to liquidate their 
investment in such securities in the event of an emergency or for any other 
reason.

Absence of Investor Counsel
Counsel hired and paid for by the Company in connection with this offering 
has rendered services only to the manager of the Company in structuring 
this Offering, and does not represent the Next Capital investors. Unless an 
investor requests the investor’s own counsel to review this offering, the 
investor will not have been represented by counsel in connection with this 
offering. Each prospective investor should consult the investor’s own advisor 
or counsel concerning this investment. 44
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The Project’s Assets Are Subject to a Secured Lien in Favor of the Senior 
Lender.
TCV will retain senior debt financing (as defined herein) for the purchase of 
the property. This loan and any other senior debt will have priority in any 
distribution of assets of the project. As a result, if the project fails to make 
required payments on such debt, the lender could put such loan in default 
and foreclose on the Property. A foreclosure under such loan would likely 
cause all capital invested by the investors in the project to be lost. TCV 
intend to make certain guarantees related to the senior bank loan, but such 
guarantees will not provide any additional protection to the capital of 
investors in the project in the event of default or foreclosure. In addition, the 
agreements with the senior lender stipulate that no cash distributions shall 
be made to any equity investor until the project has paid the payment 
required to any lender so that the obligations with such lender are current.

The financial stability of the project could be negatively impacted by 
future economic conditions.
The target market relies heavily upon different financial resources, such as 
employment income, loans, or money from friends and family. It is possible 
that unfavorable economic conditions such as a weak employment markets 
or lagging economic environments could have a negative impact on the 
financial stability of the project.
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The project may need additional capital and may not be able to 
refinance or sell the Property.
It is possible that the Company may need to raise additional capital in 
order to refinance or otherwise carry out their business plans. It is possible 
that the planned amenities are not sufficient to achieve the desired rent 
levels. Additionally, it is possible that the planned amenities cannot be 
constructed for the budgeted amount. If either of these two events were to 
occur, the Company may require additional capital to complete the 
required development. It is possible that the Company might be unable to 
sell or refinance the project for a profit or even upon commercially 
reasonable terms at the maturity of the senior debt financing. In such an 
event, the Company would be forced to seek replacement financing, 
additional capital, or a combination of both to hold the project. The 
Company may not be able to obtain such additional financing.

As Investor Members, Investors Will Have Limited Ability to Control the 
Management of the Property.
Except in certain limited circumstances, investors will have no authority to 
make decisions or to exercise business discretion on behalf of the project. 
The authority for all such decisions is delegated to the manager. Investors 
must be willing to entrust management to the manager, including any 
decisions relating to the operation, sale or refinancing of the property.
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Introduction
The following is a summary of certain aspects of the taxation of the 
Company and certain types of investors arising from the purchase, 
ownership, and disposition of the Interests. The Company has not sought a 
ruling from the Internal Revenue Service (the “Service”) or any similar state 
or local authority with respect to any of the applicable tax issues, nor has it 
obtained an opinion of counsel with respect to any federal, state or local 
tax issues.

This summary of certain aspects of the U.S. federal income tax treatment of 
the Company and certain types of investors arising from the purchase, 
ownership, and disposition of the Interests is based upon the Internal 
Revenue Code of 1986, as amended (the “Code”), judicial decisions, U.S. 
Department of Treasury regulations (the “Treasury Regulations”) and 
administrative rulings in existence on the date of this Offering 
Memorandum, all of which are subject to change. This summary does not 
discuss the impact of all of the various proposals to amend the Code which 
could change certain of the tax consequences of an investment in the 
Interests, possibly with retroactive effect. Changes in existing laws or 
regulations and their interpretation may occur after the date of this 
Offering Memorandum and could alter the income tax consequences 
described herein. This summary also does not discuss all of the tax 
consequences that may be relevant to a particular investor (including, 
without limitation, tax-exempt persons and non-U.S. persons) or to certain 
persons subject to special treatment under the U.S. federal income tax laws, 
such as financial institutions, insurance companies and broker-dealers.
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Unless otherwise expressly provided herein, this discussion does not address 
possible U.S. state or local or foreign tax consequences of the purchase, 
ownership or disposition of the Interests, some or all of which may be 
material to particular investors. This discussion also does not address the 
potential application of the U.S. federal alternative minimum tax (“AMT”) to 
the prospective investors. Prospective investors that are subject to the AMT 
should consider the tax consequences of making an investment in view of 
their AMT position, taking into account the special rules that apply in 
computing the AMT.

Classification of the Company
It is anticipated that the Company will be treated for federal income tax 
purposes as a partnership and not as an association taxable as a 
corporation for federal income tax purposes and the Company will not 
elect otherwise.
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The Company has not sought, and will not seek, a ruling from the IRS with 
respect to its status as a partnership for federal income tax purposes. If it 
were determined that the Company should be classified as an association 
taxable as a corporation (as a result of changed interpretations or 
administrative positions by the IRS or otherwise), the taxable income of the 
Company would be subject to corporate income taxation when recognized 
by the Company and persons acquiring the Interests would not be entitled 
to report their distributive shares of net income, gains, losses or other 
deductions and credits of the Company on their own income tax returns; 
distributions from the Company to investors in the Interests, other than in 
complete or substantial redemption of such investments, generally would be 
treated as dividend income when received by the investors to the extent of 
the current or accumulated earnings and profits of the Company; and such 
dividend distributions would not be deductible by the Company and would 
be taxable to certain investors as qualified dividend income. The remainder 
of this discussion of tax considerations assumes that the Company will be 
classified as a partnership for federal income tax purposes.
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Taxation of Company Operations
As a partnership, the Company is not itself subject to U.S. federal income 
tax. The Company files with the IRS an annual partnership information 
return which reports the results of its operations. Each investor in the 
Interests will required to report separately on its income tax return its 
distributive share of the Company’s net long-term capital gain or loss, net 
short-term capital gain or loss and all other items of ordinary income or 
loss. Each investor is taxed on its distributive share of the Company’s 
taxable income and gain regardless of whether it has received or will 
receive a distribution from the Company.

Under Section 704 of the Code, each investor in the Interests will determine 
its distributive share of any Company item of income, gain, loss, deduction 
or credit based on the Company’s operating agreement unless the 
allocation provided by such agreement does not have “substantial economic 
effect.” The Treasury Regulations promulgated under Section 704(b) of the 
IRC provide certain safe harbors with respect to allocations that, under the 
Treasury Regulations, are deemed to have substantial economic effect. The 
validity of an allocation that does not satisfy any of the safe harbors of 
these Treasury Regulations is determined by taking into account all facts 
and circumstances relating to the economic arrangements among the 
investors. The allocations provided in the Company’s operating agreement 
may not meet the standards required to come within the safe harbors set 
forth in these Treasury Regulations. Thus, the validity of the allocations 
provided in the Company’s operating agreement for tax purposes may be 
determined in light of all the facts and circumstances.
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Taxation of Interests -- Limitations on Losses and Deductions
There are a number of limitations under the Code and other applicable 
laws that may restrict the ability of an investor in the Interests to deduct 
losses and deductions allocated to it.

Taxation of Distributions and Withdrawals
Non-liquidating cash distributions and withdrawals, to the extent they do 
not exceed an investor’s tax basis in its Interests, generally will not result in 
taxable income to that investor, but will reduce the investor’s tax basis in its 
Interests by the amount distributed or withdrawn. Cash distributed to an 
Investor in excess of the investor’s tax basis in its Interests generally will 
result in capital gain.

Upon the withdrawal of an investor receiving a cash liquidating distribution 
from the Company, generally, such investor generally will recognize capital 
gain or loss to the extent of the difference between the proceeds received 
by the withdrawing investor and such investor’s tax basis in its Interests. Such 
capital gain or loss is short-term or long-term depending upon the investor’s 
holding period for its Interests. However, a portion of such gain will be 
recharacterized as ordinary income to the extent such investor’s allocable 
share of the Company’s unrealized receivables and/or substantially 
appreciated inventory items exceeds the investor’s tax basis in such 
unrealized receivables and/or substantially appreciated inventory items 
(as determined pursuant to the Treasury Regulations).
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Disposition of Interests
The sale or exchange of all or part of an investor’s Interests generally will 
result in a recognition of capital gain or loss, except to the extent of 
ordinary income or loss, if any, attributable to the investor’s share of the 
Company’s unrealized receivables and inventory items (as determined 
pursuant to the Treasury Regulations). The amount realized from the sale is 
measured by the sum of the cash and/or the fair market value of other 
property received by the investor 
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