
Creating Cash Flow and Legacy Wealth 
through Commercial Real Estate Investing

SCI GROWTH & INCOME FUND III LLC

OFFERING PACKAGE:

- EXECUTIVE SUMMARY

- PRIVATE PLACEMENT MEMORANDUM

- OPERATING AGREEMENT

- SUBSCRIPTION BOOKLET
STRICTLY CONFIDENTIAL



Legal Disclaimer
This Confidential Executive Summary (this “Summary”) is for
informational purposes only, and does not constitute an offer to sell nor
a solicitation to purchase interests in SCI Growth & Income Fund III, a
Delaware limited liability company (“FUND3” or the “Company”) nor
any other securities. This Summary does not purport to contain all
information that is or could be material to an investor in deciding
whether to make an investment in FUND3. An investment in FUND3 is
subject to a variety of significant risks and considerations that are
detailed in the Company’s confidential Private Placement Memorandum
(the “Memorandum”). Prospective investors are advised to review the
Memorandum and consult their own advisers regarding any potential
investment in FUND3. Subscriptions for an investment in FUND3 will not
be accepted from any prospective investor unless and until such
prospective investor has received and fully reviewed a copy of the
Memorandum (and any other documents described therein), and has
executed and delivered all documents required in connection with such
investment (as specifically set forth in the Memorandum).

Certain statements contained in this summary, including, without
limitation, statements containing the words “believes,” “plans,”
“expects,” “anticipates,” and words of similar import, constitute
“forward-looking statements” within the meaning of safe harbor
provisions of the United States Private Securities Litigation Reform Act of
1995. Such forward-looking statements are based upon the current
beliefs and expectations of the Company’s management, but are subject
to significant known and unknown risks, uncertainties and other factors,

including without limitation, the risk factors set forth in the
Memorandum, which may cause the actual results, performance or
achievements of FUND3, and its affiliates, to be materially different from
any future results, performance or achievements expressed or implied
by such forward-looking statements. Undue reliance should not be
placed on these forward-looking statements, and if underlying
assumptions prove inaccurate or risks or uncertainties materialize, actual
results may differ materially from those set forth in (or implied by) these
forward looking statements.

FUND3 disclaims any obligation to update any of the contents of this
summary or to publicly announce the results of any revisions to any of
the forward-looking statements contained herein to reflect future events
or developments except as required by applicable law. This Summary,
and all of the contents hereof, are confidential and do not carry any right
of publication or disclosure by its initial recipient to any other party. This
summary does not contain all the details and information necessary or
desirable for an investor to make an evaluation of an investment in
FUND3. The Company does not take responsibility for the accuracy or
the completeness of any information contained herein which was
obtained from third party sources, and makes no assurances therefore.
In addition, information in this Summary is based on unaudited
accounts. This Summary is not, and does not purport to be, an appraisal
of the assets, stock, or business referenced herein. Neither this Summary
nor any of its contents may be used for any other purpose without the
prior written consent of FUND3.
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Introduction
SCI Growth & Income Fund III, LLC 
(FUND3) is a Real Estate Investment 
Company designed to acquire, improve, 
and operate Mobile Home Parks, as well as 
Parking Assets. Sunrise Capital Investors, 
LLC (“SCI”) will serve the Fund as its 
Sponsor.
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OUR MISSION IS TO HELP YOU GENERATE CASH 
FLOW AND BUILD LEGACY WEALTH THROUGH 
COMMERCIAL REAL ESTATE INVESTING. 

At Sunrise, we work hard for our money, and we know 
you do too. Capital protection is key to building 
legacy wealth.

Instead of swinging for the fences with risk, we focus 
on recession-resistant asset classes that can perform in 
both good and bad economies.

Real wealth doesn’t happen overnight by taking 
outsized risk in an effort to generate lofty returns. Real 
wealth grows over time through efficient management 
of capital, buying right, and investing for the long 
term. These are the guiding principles for our team, 
and this philosophy helps us build legacy wealth 
alongside you and your family.

RULE #1

Never lose money.
RULE #2

Don’t forget rule #1.

– WARREN BUFFETT 

Fund Objective



Investment Details

NAME
SCI Growth & Income Fund III

MAXIMUM OFFERING
$25mm

MINIMUM INVESTMENT
$100k

PREFERRED RETURN
Choose among three 
Class Membership tiers

6% PREF $100K-$499k
Capital Contribution

7% PREF $500K-$999k 
Capital Contribution

8% PREF $1mm+ 
Capital Contribution

EQUITY SPLIT
70% / 30% in Favor of Investors

PROJECTED RETURNS
16% Annualized Return Target

TIMING OF DISTRIBUTIONS
First distribution is likely to occur at the 
completion of Q4 2021. Ongoing quarterly 
distributions thereafter

DURATION OF THE FUND
Up to 10 years, or longer

SPONSOR FEES

Acquisition Fee 2.5%

Asset Mgmt. Fee 1%

MHP Property 
Mgmt. Fee

Market Rate; has 
historically been 5%

16% ANNUALIZED 
RETURN

70/30 SPLIT TO  
INVESTORS

8% AVERAGE 
CASH-ON-CASH

Key Metrics

Rolling close fund



Investment Strategy

SCI WILL CONTINUE TO ACQUIRE 
TOP-TIER MOBILE HOME PARK 
AND PARKING ASSETS IN AN 
EFFORT TO CONSOLIDATE HIGHLY 
FRAGMENTED INDUSTRIES 
The Fund’s strategy is to invest in niche market 
segments which are currently out of favor, inefficient 
and in which there is less competition. We currently see 
opportunities in mobile home parks and parking assets. 
Our strategy for parking assets is similar to our mobile 
home park strategy in that we acquire properties, 
improve operations, cash flow, and provide 
distributions to our partners.

The Company specifically targets low-risk, cash flowing 
assets that generate capital preservation, immediate 
income, and equity growth through repositioning and 
increasing the net operating income.

SUNRISE CAPITAL INVESTORS 6

ACQUIRE

DISTRIBUTIONS

ADD VALUE
SCI improves operations 
to increase the cash flow and 
add value to the property.

The sponsor seeks to acquire 
each property at a discount to 
its intrinsic value, providing 
investors with a comfortable 
margin of safety.

Distributions from cash flow 
are provided quarterly for 
investors until each asset is 
sold and the final return is 
distributed.

STEP 1 STEP 2

STEP 3 STEP 4

CASH FLOW
Since all properties are cash 
flowing, SCI allows favorable 
long-term economics to serve 
as a tailwind and help build 
legacy wealth over time.



Why Mobile 
Home Parks? 

The 1993 IPO Pitch: Trailer parks are the 
best real estate investment that has ever 
existed. They have a  decent yield, high 
barriers to entry, solid demographics, a 
tenant base that remains with your for life, 
and tiny capex requirements.

– SAM ZELL

SUNRISE CAPITAL INVESTORS 7

Annualized Total Return 
Since March ‘93 IPO

Investment Would Now 
Be Worth $1Million

16% $23k



Increasing Demand
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Nationwide, over 
48 percent of renter 
households are cost 
burdened

Nearly 39 million 
US households live 
in housing they 
cannot afford

48% 39M

WHY MHP?

THE COUNTRY’S AFFORDABLE 
HOUSING CRISIS IS WELL 
DOCUMENTED. 
The household income for 22% of all Americans was less 
than $25,000 in 2015(1). This accounts for over 70 million 
Americans. 

Based on the government’s suggested ratio of housing 
costs to total income, which is 30%, these families can 
comfortably afford around $500 per month. The average 
apartment rent nationwide is over $1,100 per month. 

WHERE CAN LOW-INCOME FAMILIES 
RESIDE FOR $500 PER MONTH? 
There are limited choices, consisting of either low-rent 
apartments or mobile home parks. Between the two, 
mobile homes are the preferred option. MHPs provide 
greater privacy, a small yard, a clean environment, and a 
neighborhood feel – all for roughly the same price of 
Section 8 Apartment Housing.

US Census Bureau – Income and Poverty in the United States: 2015 

Source: Joint Center for Housing Studies of Harvard University. 
“The State of the Nation’s Housing”

https://s3.us-east-2.amazonaws.com/sunrisecommunities/MHPF2/Executive+Summary+Links/US+Census+Bureau+-+Income+and+Poverty+in+the+United+States+2015.pdf
https://s3.us-east-2.amazonaws.com/sunrisecommunities/MHPF2/Executive+Summary+Links/harvard_jchs_state_of_the_nations_housing_2017.pdf


High Demand for Affordable Housing

Renters paying more 
than 30% of income 
for housing

SUNRISE CAPITAL INVESTORS 9

WHY MHP?

JOINT CENTER FOR HOUSING STUDIES OF 
HARVARD UNIVERSITY
THE STATE OF THE NATIONS'S HOUSING
MILLIONS OF AMERICANS BURDENED BY 
HOUSING COSTS
www.jchs.harvard.edu/son-2019-cost-burdens-map

SHARE OF RENTERS HOUSEHOLDS 
WITH COST BURDENS (%)

50-64

40-49

30-39

20-29

15-19

10-14

5-9

0-4

http://www.jchs.harvard.edu/son-2019-cost-burdens-map


Limited Supply

SUNRISE CAPITAL INVESTORS 10

WHY MHP?
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The NIMBY syndrome (not in my backyard) 
has become a predictable response from 
local regulators who avoid rezoning property 
that would allow for the construction of new 
mobile home parks. City planners avoid 
having so-called “trailer parks” constructed 
next to their new stick-built subdivisions.

Roughly 40,000 mobile home parks exist 
nationwide, and over 22 million people live 
in manufactured homes. The average price 
per square foot (PPSF) of a manufactured 
home is less than half the PPSF for a site-
built home, so the value proposition for the 
consumer is undeniable. Mobile home parks 
are clearly the most affordable housing 
option in the marketplace.

The supply of new mobile home parks is 
decreasing. Every year, more communities 
are being redeveloped than are being newly 
constructed. Across the nation, only 97 
communities were developed in the decade 
ending in 2016. This minimal supply of new 
communities pales in comparison to the 
increasing demand for affordable housing.

SIZE OF 
MARKETPLACE

BURDENSOME 
ZONING REGULATIONS

MINIMAL 
NEW DEVELOPMENT

20 13 8 14 3 7 10 7 12 3

| | | | | | | | | |

07 08 09 10 11 12 13 14 15 16

COMMUNITIES 
CONSTRUCTED 
NATIONALY 
2007-2016

B U I LT

Y E A R

TOTAL

97

Sources:  US Census Bureau, Industry Analysis and Proprietary Sources per the Manufactured Housing Institute , 
Datacomp USA via MHVillage Article - Under Construction – New Manufactured Home Community in Development

https://sunrisecapitalinvestors.com/wp-admin/upload.php?item=5130
https://www.mhvillage.com/pro/under-construction/
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Source: Company documents and Green Street Advisors.
www.GreenStreetAdvisors.com ©2020, Green Street Advisors, LLC

No New Supply
Being Built

Annual Completions as a % of Existing Stock

SUNRISE CAPITAL INVESTORS 11

WHY MHP?

1995-09

2020-21

2022-24



Strong And 
Increasing Demand 

Artificially
Constrained Supply 

Stable 
Cash Flow 

Consistent 
Rent Increases

Access To Exclusive 
Off-market Deals

As middle and lower class families 
continue to be pressured financially, 
growing demand for inexpensive 
housing makes MHPs the most 
attractive housing option for those 
hovering near the poverty line. 
Mobile homes will continue to be 
the best option for those unable 
to pay the high costs of
conventional homes. 

Due to increasingly burdensome 
zoning regulations, few MHPs are 
being built. These government 
regulations artificially constrain the 
supply of MHPs. In addition, profit 
margins for MHP developers are 
often inferior to those in the 
apartment industry. 

Acquiring positively cash-flowing 
MHPs with further upside provides 
the Fund with a solid margin of 
safety. The stable cash flow 
generated by MHPs reduces 
investor risk.

The high and largely inelastic 
demand for affordable housing 
provides significant pricing power in 
the marketplace. This allows 
management to consistently 
increase rents on an annual basis.

Through the Fund, investors can 
participate in purchasing at a steep 
discount to the prices one must pay 
to own MHPs through a publicly 
traded REIT. These off-market deals 
are purchased directly from owners 
who have not maximized the NOI of 
their investment. Acquisitions are 
negotiated based on the current 
NOI, which can be increased shortly 
after closing on the property. 

Fragmented 
Marketplace

Minimal Capital 
Expenditures

Low Tenant 
Turnover

Accelerated 
Depreciation Timeframe

Recession 
Resistant 

The MHP niche is an imperfect 
market. Due to overzealous 
regulations, investors have the 
opportunity to participate in a 
government forced quasi-oligopoly. 
It is the goal of the Fund to increase 
its stake in this quasi-oligopoly by 
purchasing from relatively 
unsophisticated sellers and 
implementing professional business 
systems to increase both cash flow 
and equity. 

Per Green Street Advisors, 
manufactured housing communities 
typically reinvest ~9% of the NOI 
toward projects considered capital 
expenditures. This compares 
favorably to the weighted average 
across all real estate sectors, where 
14% of NOI goes towards capital 
expenditures.

The cost of moving a mobile home is 
roughly $5,000. This is very high cost 
for most of the residents in a mobile 
home park. Mobile Home Parks in 
which you rent the land to the 
homeowners have a much lower 
turnover ratio as compared to 
apartments. In most cases, once the 
home is moved into a park, that 
home will stay for many years. When 
residents decide to move, they 
simply resell the home – which 
remains in the park – and the new 
homeowner becomes a tenant. 

MHPs are remarkably tax efficient. 
The majority of the purchase price 
can be allocated to the capital 
improvements (roads, underground 
utilities, etc). These items are 
depreciated over an accelerated 15 
year timeframe versus the standard 
27.5 years for residential real estate 
or 39 years for commercial real 
estate. Recent updates to the tax 
code further expedite the process 
through favorable language 
regarding bonus depreciation.

MHPs outperformed other real 
estate sectors during the most 
recent recession. Demand for our 
product (affordable housing) actually 
increases as the economy tightens. 
The unique, favorable economics of 
MHPs produce superior risk-adjusted 
returns for investors.

Benefits Of Mobile Home Parks

SUNRISE CAPITAL INVESTORS 12



These national trends create a huge gap between the demand 
for and the supply of affordable housing. But like in any business 
or economic equation, this leaves an opportunity.

13

ARTIFICIALLY 
CONSTRAINED 

SUPPLY +
STRONG & 

INCREASING 
DEMAND =

WE CAN REASONABLY 
RELY ON PROPERTY 

VALUES TO INCREASE IN 
VALUE OVER TIME

SUNRISE CAPITAL INVESTORS



NOI By Sector

14

In the US, Manufactured Housing 
has significantly outperformed 
other commercial property classes

SUNRISE CAPITAL INVESTORSSource: Company documents and Green Street Advisors.
www.GreenStreetAdvisors.com ©2020, Green Street Advisors, LLC

Indexed NOI: '07=100

Growth Projections through 2024



Covid-19 Performance

15

Manufactured Housing has proven 
to be Recession-Resistant through 
the international pandemic

SUNRISE CAPITAL INVESTORSSource: Company documents and Green Street Advisors.
www.GreenStreetAdvisors.com ©2020, Green Street Advisors, LLC
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16SUNRISE CAPITAL INVESTORS

Recession Resistant Assets
ESTIMATED IMPACT OF PERMANENT 1% GPD 
CHANGE ON PROPERTY VALUE

Lodging

S&P 500

Mall

Office

Industrial

Strip Center

Apartment

Senior Housing

Self Storage

Net Lease

Student Housing

Manuf. Home

◼ Change in M-ReVPAF from 1% GDP Change
◼ Impact of Operating Margins
◼ Lease Protection
☐ Theoretical Sensitivity of  Value

Source: Company documents and Green Street Advisors.
www.GreenStreetAdvisors.com ©2020, Green Street Advisors, LLC



Why Parking? 
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Sam Zell recently made 
a big investment in the 
LARGEST PARKING LOT 
COMPANY IN BRAZIL

There is embedded demand in this 
sector, which we believe will provide 
continued growth opportunities for 
the foreseeable future.
– SAM ZELL

BRAZIL



Limited Supply
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WHY PARKING?

Burdensome zoning regulations limit the 
new supply of parking from coming online. 
The foremost economist on parking, Donald 
Shoup, conveys that too much parking in a 
city damages the economy, raises housing 
costs, and penalizes people who cannot 
afford or choose not to own a car. Citing his 
research, many cities have placed a 
moratorium on new parking lots.

With roughly 40,000 paid parking facilities 
nationwide, the market is large and 
fragmented. Mom and pops own the 
majority of the marketplace. More than half 
the industry’s operators are sole proprietors 
or nonemployers with just one facility. This 
presents an exceptional roll-up opportunity.

As the population grows, cities become 
more dense, and land must be repurposed 
to fit the needs of the larger population. 
Owners of real estate in desirable areas will 
benefit from a shift of this land to a higher-
and-better use. Parking is often the least 
valuable zoning in a downtown central 
business district (CBD), so these parking 
spaces are the easiest to replace. Ultimately, 
fewer of these lots will exist.

SIZE OF MARKET BURDENSOME ZONING 
REGULATIONS

REDEVELOPMENT

US CENSUS DATA: 

PARKING LOTS AND 
GARAGES COUNT

0

2,000

4,000

6,000

8,000

10,000

12,000

14,000

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Sources:  US Census Bureau, National Parking Association, Donald C. 
Shoup, “The High Cost of Free Parking” Chicago, IL: Planners Press, © 2011
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Houston Skyline Demonstrates Limited Supply

HOUSTON 1978



SUNRISE CAPITAL INVESTORS 20

Houston Skyline Demonstrates Limited Supply

HOUSTON TODAY



Increasing Demand

POPULATION GROWTH INCREASES 
PARKING DEMAND

SUNRISE CAPITAL INVESTORS 21

Currently 325 million 
residents, the population 
is projected to grow to 
over 400 million by 2050

At more than 285mm, 
the growing number of 
passenger vehicles 
increases the demand 
for parking every year

400M 285M

A surge in demand will likely occur 
within the next 15 years based on a 
combination of factors, including a 
stable, long-term preference for 
vehicle use and the size of the post 
baby boom population

WHY PARKING?

Source: NPA - Historical Parking Industry Analysis, US Census Bureau
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US Population Grows
TOTAL US POPULATION BY AGE IN 2020

GEN-Z 
2000-2020

86.4M

MILLENNIALS 
1982-1999

82.2M

GEN-X 
1966-1981

65.1M

BABY BOOMERS 
1947-1965

68.7M

SILENT GEN
1929-1946

23.6M

GREATEST GEN
1916-1928

1.75M

Gen-Z and the Millennials comprise 
over half the US population

Source: Pew Research Center via Knoema Population by Age and 
Generation in 2020,

https://knoema.com/infographics/egyydzc/us-population-by-age-and-generation-in-2020


While Passenger Vehicles Increase

PASSENGER VEHICLES ON ROAD

23SUNRISE CAPITAL INVESTORS

AV = Autonomous Vehicle , TNC = Transportation Network Company (Uber, Lyft, etc)

Source: US Department of Transportation via Walker Consultants –
Parking in the Age of Uber and AVs

https://walkerconsultants.com/wp-content/uploads/2018/01/01_Summary-White-Paper-1.pdf


Increasing Demand Shrinking Supply Mom-and-Pop Owners Stable Recurring Income Low Competition

As our population grows, demand 
for parking grows. When Millennials 
and Gen-Z establish households, 
they need somewhere to park their 
cars. Today, there are 275 million 
vehicles on the road, and that 
number is projected to increase to 
over 350 million by 2040.

Assets in short supply increase in 
value over time. As the population 
grows, cities become more dense, 
and land must be repurposed to fit 
the needs of the larger population. 
Census data shows a 7% decline in 
the total number of parking facilities 
from 2008-2017. As the supply of 
parking shrinks, parking rates for 
these facilities will continue to 
increase, which improves cash flow.

Per IBIS World, the parking industry 
is “highly fragmented, with most 
operators being small private 
companies that often operate as 
single-parking facilities.” Acquiring 
these assets in off-market, direct-to-
owner transactions creates an 
opportunity to improve the value of 
the assets shortly after acquisition, 
giving us a nice margin of safety.

Our strategy is to sign favorable 
long-term, five to ten-year NN or 
NNN leases with credible third-party 
operators. These long-term leases 
provide stable, recurring income for 
many years into the future. The 
visibility of income over the next 
decade provides safe, predictable 
cash flow (and clarity) for our 
partners.

To date, the parking niche has flown 
under the radar. Over time, asset 
ownership in the industry will 
consolidate. Sunrise was ahead of 
the curve in MHPs. Today, parking 
assets are similar in their 
consolidation to what MHPs were 
ten years ago. This provides more 
than enough runway to roll up a nice 
portfolio of parking assets while the 
competition is still low.

Location Location 
Location

Dynamic Pricing Low Maintenance Recession Resistant Covered Land Play

The mere fact that a given parking 
facility generates income conveys 
that the parcel of land is in a highly 
desirable area. By virtue of already 
having such demand that customers 
are willing to pay for parking, it is 
very likely in a beautiful downtown 
central business district or high-
demand tourist area where land is at 
a premium. Real estate is about 
location, location, location. And 
parking lots are premium parcels.

Many mom-and-pop operators are 
late adopters of new technology. 
While we always negotiate the 
purchase price based on historical 
financials, we have the ability to 
increase the value of the property 
shortly after acquisition by improving 
operations. With recent 
advancements in technology, we can 
leverage sophisticated third-party 
operators who institute a dynamic 
pricing model to maximize revenue.

Parking lots are extremely low 
maintenance, providing a great 
alternative to the typical tenants, 
trash, toilets, and termites you find in 
other niches. In a surface parking lot, 
you typically have nothing other than 
asphalt, parking lines and bumper 
blocks. There is usually very little 
maintenance necessary, which 
equates to very low capital reserves 
and improved margins.

Parking is a recession-resistant niche 
that has historically outperformed 
during periods of economic 
downturn. With wild fluctuations in 
the stock market and 
unpredictability in many cyclical real 
estate sectors, investing in long-
term, guaranteed NN and NNN-
leased parking facilities can offer 
reliable, predictable income for 
decades, regardless of the economy.

Parking generates positive cash flow 
today while providing the potential 
for outsized returns through 
redevelopment in the future. The 
current income ‘covers’ carrying 
costs and provides a secure return in 
the short-medium term. The ‘land 
play’ conveys there is upside 
potential via redevelopment into a 
higher-and-better use in the long 
term. 

Benefits of Parking 

SUNRISE CAPITAL INVESTORS 24Sources:  US Census Bureau, US Department of Transportation, IBIS World, 
National Parking Association



Risk Adjusted Returns

25SUNRISE CAPITAL INVESTORSSource: Company documents and Green Street Advisors.
www.GreenStreetAdvisors.com ©2020, Green Street Advisors, LLC

Per Green Street, “Not only are long-term returns 
the highest, but there is also near-term upside.”



Kevin Bupp Brian Spear

Management Team, Key Principals
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Kevin Bupp leads the strategic vision of SCI. As host of two top-ranked 
real estate investing podcasts, his real estate investment advice has 
been downloaded millions of times by folks in over 190 countries. A 
Co-Manager of multiple investment funds, Mr. Bupp has over $150 
million of real estate transactions under his belt. His extensive 
investment experience spans the gamut of apartment buildings, 
single-family homes, office buildings, parking facilities, raw land, 
condos, and mobile home parks.

With over two decades of experience, Mr. Bupp also educates 
investors how to locate, negotiate, and acquire commercial real estate 
to generate cash flow and legacy wealth for their families. He shares 
his experience through “The Mobile Home Park Investing Podcast” 
and the “Real Estate Investing for Cash Flow” podcast, which provide 
listeners with insights into his investment philosophy. In addition to his 
real estate endeavors, Mr. Bupp is passionate about giving back, and 
is the founder of several charitable organizations, including 
RunningForBrews.com, a social running club with more than 10,000 
active members, and “72 Hours to Key West,” an annual 280 mile bike 
ride to benefit impoverished families during the holidays.

Brian Spear currently handles investor relations, marketing, and 
regulatory compliance for SCI. A Co-Manager in multiple mobile home 
park investment funds, Mr. Spear has an extensive background in 
market evaluation, property analysis, acquisitions and management. To 
improve deal flow, Mr. Spear systematized the process to build and 
track relationships with mobile home park brokers nationwide. Prior to 
joining SCI, Mr. Spear travelled throughout the country to perform 
audits for multinational telecommunications companies. Over time, 
Brian worked in 49 states and amassed valuable insights into different 
MSAs around the country. His ability to drive growth and improve 
productivity helped grow his former company from inception to a 
valuation in excess of $50mm in less than a decade. Mr. Spear 
graduated from the University of Kentucky with a Bachelor of Business 
Administration in Marketing. He attended UK on a baseball scholarship 
and was voted captain of a team that ultimately had six MLB alums. He 
was also named CoSIDA ESPN the Magazine Academic All-District.



You May Have Seen Us

Our popular podcasts teach listeners how to 
successfully invest in commercial real estate to generate 
cash flow and build legacy wealth. We share insights on 
how to target quality markets, develop solid deal-flow, 
negotiate great terms, acquire solid assets, and manage 
your portfolio. We also bring on industry experts who 
openly share the wisdom they have garnered over many 
years of experience in their respective niche. In our 
podcasts, we do our best to help make every listener a 
better real estate investor.

Real Estate Investing 
for Cash Flow 
PODCAST

Mobile Home 
Park Investing 
PODCAST

27

MILLIONS OF 
DOWNLOADS

LISTENERS 
IN OVER 190 
COUNTRIES 



This strategy has allowed us to continually acquire 
assets at very attractive prices despite recent CAP 
Rate compression on listed properties.

How We Source 
Deal Flow 

SCI has historically generated outsized 
returns. Generally speaking, each 
acquisition has some unique 
characteristic that allows our team to 
purchase the asset at a discount to its 
intrinsic value, providing equity 
partners with a comfortable margin of 
safety. Much of this performance can 
be attributed to our unique acquisition 
strategy. The majority of our portfolio 
has been acquired off-market, direct-
to-owner.
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CORE COMPETENCY: OFF-MARKET, 
DIRECT-TO-OWNER ACQUISITIONS

SUNRISE CAPITAL’S UNIQUE STRATEGY

BUYING OFF-MARKET DEALS DIRECTLY FROM 
THE OWNER PROVIDES NUMEROUS BENEFITS

Create Database of 
Acquisition Targets

Discover Who 
Owns the Asset

Contact the 
Decision Maker

Leverage Direct Mail 
And Cold Call Tactics

Foster Relationships 
Systematically

Provide Solutions 
for Sellers

Tired owners often fail 
to maximize NOI

Operational inefficiencies 
often exist

Lot rents and leases are 
often below market rate

Favorable seller financing 
may be available

Owners may not 
shop the property



Unlike other real estate sectors, you 
cannot buy a comprehensive list 
of owners in the mobile home park 
niche. There is no central data set of 
MHP zoning available.

DEFENSIBLE ACCESS

Unlike other real estate sectors, you cannot buy a comprehensive list 
of owners in MHPs or Parking. There is no central data set of zoning 
available for either niche.

We grew the list of asset owners in our database from scratch, sifting 
through aerial maps and parsing through municipal data. This puts 
our team in a unique position to leverage our internal database to 
find the best opportunities available, regardless of the market cycle.

MEETING 
OWNERS 

CONTACTING
MUNICIPALITIES

MAPPING 
LOCATIONS

PROPRIETARY DATABASE OF ASSET OWNERS

Competitive Advantage 

OUR COMPETITORS RELY 
ON BROKERS FOR 
ACQUISITIONS WHICH 
LIMITS THEIR DEAL FLOW 
and often restricts their 
ability to purchase deals 
with a margin of safety.

OUR TEAM CREATES 
ORGANIC LEADS VIA 
DIRECT MAIL AND COLD 
CALL CAMPAIGNS 
which allows us to control 
our own destiny.
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Value-Add Strategy

During the turnaround stage, SCI will stabilize the 
park, recapture the loss-to-lease, lower expenses, 
and reduce vacancy. We are typically able to 
accomplish this feat within 18-24 months. At the 
outset, our team allocates the capital necessary to 
complete deferred maintenance projects and get 
each park operating at peak efficiency. The goal is 
to inject minimal capital for maximum effect. 

The immediate aesthetic improvements in the 
community can be very impactful, often kicking off 
a virtuous cycle of resident pride of ownership 
where homeowners clean up their own property 
and demand the same from their neighbors. This 
provides long term value to both the residents and 
our bottom line.

MOBILE HOME PARKS

INJECTING MINIMAL CAPITAL

RECAPTURING THE LOSS-TO-LEASE

RESULTS

Many of our residents are on month-to-month leases with 
significantly below market lot rent at acquisition. Once we have 
improved the community’s aesthetics, residents are more than 
happy to pay a slightly higher monthly cost to receive a significantly 
better living experience. At that point, we raise rents to just below 
the local market value. Recapturing this loss-to-lease dramatically 
increases our top line revenue. Because our lot rents are still below 
the market rate, we experience little to no turnover, and the vast 
majority of that additional revenue falls to the bottom line.

Upon completion of a successful turnaround, residents experience 
a bolstered pride of ownership in their homes and in their 
community. In addition to looking nicer, the community will 
generate more net income and will have built-in sweat equity.

SPRUCE UP 
COMMUNITY

FIX ANYTHING 
THAT IS BROKEN 

BENEFITS TO 
CURRENT TENANTS

Community Clean-up Day

New Signage

Improve Landscaping

Repair Fencing

Renovate Vacant Units

Fill Pot Holes

Remove Non-running 
Vehicles

Fix Water Leaks

Power-wash & Paint Homes

Repair & Replace Skirting

Enforce Rules & Regulations

Remove Unruly Residents
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Core-Plus Strategy

In the parking niche, SCI creates stable, recurring 
income by structuring favorable long-term leases 
with credible third-party operators. This type of 
lease is most commonly found in NN or NNN 
investments, such as Walgreens, CVS, Dollar 
General, etc. In addition to the base rent, these 
leases contain annual rent increases tied to CPI, 
which protects the investment from inflation risk.

The long-term leases provide stable, recurring 
income for many years into the future. The visibility 
of income over the next decade provides safe, 
predictable cash flow (and clarity) for our partners.

PARKING INVESTMENTS

PRIORITIZE LOCATION, LOCATION, LOCATION

CREATE PREDICTABLE RETURNS

INCREASE THE NOI

◆ Downtown Core
◆ Tourist Attractions
◆ Governments and 

Courthouses

SCI acquires targeted properties in exceptional 
locations with solid demand generators

◆ Hotels
◆ Hospitals
◆ Sporting and 

Event Venues

Safe, predictable cash flow is created by negotiating 
favorable leases with operators prior to acquisition.

◆ Secure Guaranteed Long-Term Net Leases
◆ Include Annual CPI Increases
◆ Receive Revenue Participation Above Threshold

With recent advancements in technology, SCI can 
leverage sophisticated operators to improve operational 
efficiency and increase cash flow

◆ Optimize Operations Through Automation
◆ Implement Dynamic Pricing
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ACQUISITION OVERVIEW

WHAT WE DID

CHALLENGES UPON ACQUISITION

CAP RATE:

9%
PRICE PAID: 

$2.6mm
SIZE: 

180 Lots
CLOSED:

10/2017 

Below Market 
Rents

Abandoned 
Homes

Deferred 
Maintenance

Recaptured
Loss-to-Lease

Renovated & 
Leased Vacant 
Homes

Rejuvenated 
Septic Leach Field 

Moved Lot 
Rent from $250 
to $395

Held Community 
Cleanup Day 

Appraised in June 
2019 for $6mm+ 
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SALISBURY, MD 

Cedarhurst&Walston MHP
Salisbury, MD
(SALISBURY MSA)

CASE STUDY



ACQUISITION OVERVIEW

WHAT WE DID

CHALLENGES UPON ACQUISITION

CAP RATE:

6%
PRICE PAID: 

$1.4mm
SIZE: 

65 Lots
CLOSED:

7/2017 

Below Market 
Rents

Zoning Issues Deferred 
Maintenance

Recaptured
Loss-to-Lease

Completed PUD 
to Rectify Zoning

Installed Water 
Meters, Promoting 
Conservation

Moved Lot 
Rent from $315 
to $425

Rezoned MHP 
from CG-2 & R-2 
to Residential 
PUD

Sold in August 
2020 for $2.3mm 
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ORANGE CITY, FL

Orange City MHP
Orange City, FL
(DAYTONA BEACH MSA)

CASE STUDY



ACQUISITION OVERVIEW

WHAT WE DID

CHALLENGES UPON ACQUISITION

CAP RATE:

4%
PRICE PAID: 

$650k
SIZE: 

52 Lots
CLOSED:

11/2016 

Below Market 
Rents

Hefty Payroll Outsized 
Operating & 
Maintenance 
Expenses

Recaptured
Loss-to-Lease

Trimmed Size 
of Maintenance 
Staff

Dramatically 
Lowered R&M 
Expenses

Moved Lot 
Rent from $280 
to $325

First 12 months 
NOI: $162,000

Sold for $1.8mm 
May 2018

CASE STUDY

PETERSBURG, VA 

Shady Grove MHP
Petersburg, VA
(RICHMOND MSA)
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ACQUISITION OVERVIEW

WHAT WE DID

CHALLENGES UPON ACQUISITION

CAP RATE: 

9.5%
PRICE PAID: 

$695k
SPACES:

25
PREVIOUS LEASE:

$31k Base Rent

Changed 
Operators Upon 
Purchase

Negotiated a   
10 Yr. NN Lease 
prior to closing 

Guaranteed Rent 
Increased to $72k

131% Increase in 
Contractual 
Base Rent

2.5% Annual 
Rent Escalators

CASE STUDY

WILMINGTON, NC

Wilmington Lease 
Improvement
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Unlevered 9.5% 
CAP Rate



WHY NOW

Combined MHP/Parking 
is a Smart Investment

36SUNRISE CAPITAL INVESTORS

LOWER VOLATILITY RISK-ADJUSTED RETURNS INVESTORS FIRST

The Fund has been designed to 
deliver stable, passive income and 
capital appreciation.

Investing in recession-resistant 
assets with favorable long-term 
economics ultimately lowers 
volatility, without sacrificing upside.

With the recent volatility in stocks, 
many prudent investors are seeking 
to diversify into non-correlated 
assets, such as real estate. In the 
realm of real estate, MHPs and net 
lease properties provide the best 
risk-adjusted returns in the 
marketplace.

This partnership is structured such 
that investors receive their Preferred 
Return before fund managers 
participate in any of the profits.
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WHY NOW

First Come, First Serve

Upon completing the subscription documents, investors send capital contributions into escrow. 

Once capital is received, investors are placed into the fund queue.

Investor capital will be drawn down from escrow in the order in which it is received.
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Subscription Process

Simply click “Invest Now”
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Then Follow the Prompts



Questions? INVESTOR RELATIONS
EMAIL IR@SCINVESTORS.COM 
PHONE (833) CASH-FLW

(833) 227-4359 

Our investor relations team will facilitate 
your appointment with one of our 
managing principals, where any additional 
questions you have can be addressed.

39SUNRISE CAPITAL INVESTORS
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CONFIDENTIAL OFFERING MEMORANDUM 

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY OTHER REGULATORY BODY 
HAS APPROVED OR DISAPPROVED OF THESE SECURITIES OR PASSED UPON THE ACCURACY OR 
ADEQUACY OF THIS CONFIDENTIAL OFFERING MEMORANDUM (“MEMORANDUM”).  ANY 
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE. 

SCI GROWTH & INCOME FUND III, LLC 
 

 
 

ACCREDITED INVESTORS ONLY 
 

 
 

$1,000,000 - Minimum Offering of Class A, B and C Membership Units 
 

$25,000,000 - Maximum Offering of Class A, B and C Membership Units 
 

 

 

Offering Price – $1,000 per Class A, B or C Membership Unit  
 

 

 

Class A Minimum Investment – 100  Membership Units ($100,000) 
Class B Minimum Investment – 500  Membership Units ($500,000) 
Class C Minimum Investment – 1 ,000  Membership Units ($1,000,000) 

 
 
THE PURCHASE OF THE LIMITED LIABILITY COMPANY MEMBERSHIP UNITS (COLLECTIVELY 
“UNITS”) OFFERED HEREBY INVOLVES A SIGNIFICANT INVESTMENT RISK AND SHOULD BE 
MADE ONLY BY INVESTORS WHO CAN AFFORD THE LOSS OF THEIR ENTIRE INVESTMENT.  SEE 
“RISK FACTORS” BEGINNING ON PAGE 26 OF THIS MEMORANDUM. 

THE OFFER AND SALE OF THE UNITS COVERED BY THIS MEMORANDUM HAS NOT BEEN 
REGISTERED WITH THE SECURITIES AND EXCHANGE COMMISSION UNDER THE SECURITIES 
ACT OF 1933, AS AMENDED (THE “ACT”), IN RELIANCE UPON THE EXEMPTIONS FROM SUCH 
REGISTRATION REQUIREMENTS SET FORTH IN SECTION 4(a)(2) OF THE ACT AND THE RULES 
PROMULGATED THEREUNDER (AND SPECIFICALLY RULE 506(C)), OR WITH ANY STATE 
REGULATORY AUTHORITY UNDER APPLICABLE STATE SECURITIES LAWS.  ACCORDINGLY, 
THE SECURITIES ARE BEING OFFERED ONLY TO “ACCREDITED INVESTORS” (AS DEFINED IN 
REGULATION D UNDER THE ACT). 

The date of this Memorandum is October 1, 2020 
 

For more information contact: 
 

Sunrise Capital Investors, LLC 
100 S. Belcher Rd. 7534 

Clearwater, FL 33758 
Telephone: (833) 227-4359 

Attention: Brian A. Spear, Manager 
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IMPORTANT CONSIDERATIONS 

THIS INVESTMENT IS LIMITED TO ACCREDITED INVESTORS AS SUCH TERM IS DEFINED IN RULE 
501(a) OF REGULATION D PROMULGATED UNDER THE ACT, AS AMENDED.  ADDITIONALLY, EACH 
INVESTOR MUST DEMONSTRATE THAT HE OR SHE HAS SUFFICIENT KNOWLEDGE, EXPERTISE AND 
ABILITY TO EVALUATE THIS INVESTMENT AND BEAR THE ECONOMIC LOSS OF THE ENTIRE 
INVESTMENT.  SEE “WHO MAY INVEST” ON PAGE 4 OF THIS MEMORANDUM. 

THIS MEMORANDUM HAS BEEN PREPARED SOLELY FOR THE BENEFIT OF PROSPECTIVE 
INVESTORS IN THE COMPANY AND CONSTITUTES AN OFFER ONLY TO THE PROSPECTIVE 
INVESTOR TO WHOM IT WAS DELIVERED.  THIS MEMORANDUM HAS BEEN PREPARED BY THE 
COMPANY BASED ON INFORMATION IT HAS OR HAS OBTAINED FROM SOURCES THE COMPANY 
BELIEVES TO BE RELIABLE.  THE INFORMATION IN THIS MEMORANDUM IS CURRENT ONLY AS OF 
THE DATE ON THE COVER.  DISTRIBUTION OF THIS MEMORANDUM TO ANY PERSON OTHER THAN 
SUCH PROSPECTIVE INVESTOR AND THOSE PERSONS RETAINED TO ADVISE HIM OR HER WITH 
RESPECT THERETO IS UNAUTHORIZED, AND ANY REPRODUCTION OF THIS MEMORANDUM, IN 
WHOLE OR IN PART, OR THE DIVULGENCE OF ANY OF ITS CONTENTS, WITHOUT THE PRIOR 
WRITTEN CONSENT OF THE COMPANY IS PROHIBITED.  EACH PROSPECTIVE INVESTOR, BY 
ACCEPTING DELIVERY OF THIS MEMORANDUM, AGREES TO RETURN IT AND ALL OTHER RELATED 
DOCUMENTS TO THE COMPANY AT ITS REQUEST IF THE PROSPECTIVE INVESTOR DECIDES NOT TO 
INVEST IN THE COMPANY, IF THE PROSPECTIVE INVESTOR’S SUBSCRIPTION IS NOT ACCEPTED OR 
IF THIS OFFERING IS TERMINATED. 
 
THIS OFFERING OF SECURITIES IS BEING MADE IN RELIANCE UPON AN EXEMPTION FROM 
REGISTRATION UNDER RULE 506(C) OF REGULATION D PROMULGATED UNDER THE ACT.  NO 
PUBLIC OR OTHER MARKET IS ANTICIPATED TO DEVELOP FOR THE INTERESTS.  THE INTERESTS 
ARE SUBJECT TO THE TRANSFERABILITY RESTRICTIONS LISTED IN THE “SUMMARY OF KEY 
INVESTMENT TERMS” SECTION OF THIS MEMORANDUM. 
 
AN INVESTMENT IN THE COMPANY IS ILLIQUID.  THERE IS NO TRADING MARKET FOR THE 
COMPANY’S UNITS AND THERE CAN BE NO ASSURANCE THAT ANY MARKET WILL DEVELOP IN 
THE FUTURE.  THE COMPANY IS NOT OBLIGATED TO REGISTER FOR SALE UNDER EITHER U.S. 
FEDERAL OR STATE SECURITIES LAWS THE SECURITIES OFFERED OR PURCHASED PURSUANT 
HERETO. 
 
THE COMPANY WILL NOT REQUEST ANY RULINGS FROM THE INTERNAL REVENUE SERVICE 
CONCERNING ANY OF THE TAX ISSUES PRESENTED BY AN INVESTMENT IN THE COMPANY OR 
OTHERWISE AFFECTING THE COMPANY.  MOREOVER, THE COMPANY WILL NOT OBTAIN ANY TAX 
OPINION IN CONNECTION WITH THIS OFFERING.  PROSPECTIVE INVESTORS ARE STRONGLY 
ADVISED TO CONSULT WITH TAX ADVISERS WITH SPECIFIC REFERENCE TO THEIR OWN TAX 
SITUATION PRIOR TO INVESTMENT IN THE COMPANY. 

PROSPECTIVE INVESTORS ARE NOT TO CONSTRUE THE CONTENTS OF THIS MEMORANDUM AS 
INVESTMENT, TAX OR LEGAL ADVICE.  THIS MEMORANDUM AND THE ATTACHMENTS HERETO, AS 
WELL AS THE NATURE OF THE INVESTMENT, SHOULD BE REVIEWED BY EACH PROSPECTIVE 
INVESTOR’S INVESTMENT ADVISER, ACCOUNTANT, TAX AND/OR LEGAL COUNSEL.  EACH 
PROSPECTIVE INVESTOR WILL BE REQUIRED TO STIPULATE IN HIS OR HER SUBSCRIPTION 
AGREEMENT THAT HE OR SHE HAS NOT RELIED UPON THE COMPANY, ITS MANAGER, OR ANY 
AFFILIATES FOR TAX OR LEGAL ADVICE, AND THAT THE PROSPECTIVE INVESTOR HAS RELIED 
ONLY ON HIS OR HER OWN ADVISOR FOR BUSINESS, TAX AND LEGAL ADVICE. 
 
PROSPECTIVE INVESTORS MAY MAKE AN INDEPENDENT EXAMINATION OF ALL BOOKS, RECORDS 
AND OTHER DOCUMENTS OF THE COMPANY TO THE EXTENT A PROSPECTIVE INVESTOR DEEMS IT 
NECESSARY, AND SHOULD NOT RELY ON THE COMPANY OR ANY OF THE COMPANY’S EMPLOYEES 
OR AGENTS WITH RESPECT TO JUDGMENTS RELATING TO AN INVESTMENT IN THE COMPANY.  
EACH PROSPECTIVE INVESTOR IS ENCOURAGED TO MAKE INQUIRIES OF APPROPRIATE MEMBERS 
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OF MANAGEMENT OF THE COMPANY WITH RESPECT TO THE COMPANY’S BUSINESS OR ANY 
OTHER MATTERS SET FORTH IN THIS MEMORANDUM, AND MAY OBTAIN ANY ADDITIONAL 
INFORMATION WHICH SUCH PERSON DEEMS TO BE NECESSARY IN ORDER TO VERIFY THE 
ACCURACY OF THE INFORMATION CONTAINED IN THIS MEMORANDUM, TO THE EXTENT THAT THE 
COMPANY POSSESSES SUCH INFORMATION OR CAN ACQUIRE IT WITHOUT UNREASONABLE 
EFFORT OR EXPENSE.  IN CONNECTION WITH SUCH INQUIRY, ANY DOCUMENTS THAT ANY 
PROSPECTIVE INVESTOR WISHES TO REVIEW WILL BE MADE AVAILABLE FOR INSPECTION AND 
COPYING AT THE COMPANY’S PRINCIPAL EXECUTIVE OFFICES.  ANY SUCH INQUIRIES OR 
REQUESTS FOR ADDITIONAL INFORMATION OR DOCUMENTS MUST BE MADE IN WRITING TO THE 
COMPANY. 
 
NO PERSON HAS BEEN AUTHORIZED TO GIVE ANY INFORMATION OR TO MAKE ANY 
REPRESENTATIONS OTHER THAN THOSE CONTAINED IN THIS MEMORANDUM IN CONNECTION 
WITH THE OFFER BEING MADE PURSUANT HERETO, AND IF GIVEN OR MADE, SUCH INFORMATION 
OR REPRESENTATIONS MUST NOT BE RELIED UPON AS HAVING BEEN AUTHORIZED BY THE 
COMPANY.  THIS MEMORANDUM DOES NOT CONSTITUTE AN OFFER TO SELL OR THE 
SOLICITATION OF ANY OFFER TO BUY ANY SECURITY OTHER THAN THE SECURITIES OFFERED 
HEREBY, NOR DOES IT CONSTITUTE AN OFFER TO SELL OR A SOLICITATION OF ANY OFFER TO BUY 
SUCH SECURITIES BY ANYONE IN ANY JURISDICTION IN WHICH SUCH OFFER OR SOLICITATION IS 
NOT AUTHORIZED, OR IN WHICH THE PERSON MAKING SUCH OFFER OR SOLICITATION IS NOT 
QUALIFIED TO DO SO.  NEITHER THE DELIVERY OF THIS MEMORANDUM NOR ANY SALE MADE 
HEREUNDER SHALL, UNDER ANY CIRCUMSTANCES, CREATE ANY IMPLICATION THAT THERE HAS 
BEEN NO CHANGE IN THE AFFAIRS OF THE COMPANY SINCE THE DATE HEREOF.  
 
THIS OFFERING IS SUBJECT TO WITHDRAWAL, CANCELLATION OR MODIFICATION BY THE 
COMPANY AT ANY TIME AND WITHOUT NOTICE.  THE COMPANY RESERVES THE RIGHT IN ITS 
SOLE DISCRETION TO REJECT ANY SUBSCRIPTION IN WHOLE OR IN PART NOTWITHSTANDING 
TENDER OF PAYMENT OR TO ALLOT TO ANY PROSPECTIVE INVESTOR LESS THAN THE NUMBER 
OF UNITS SUBSCRIBED FOR BY SUCH INVESTOR. 
 
THIS MEMORANDUM CONTAINS SUMMARIES OF SIGNIFICANT DOCUMENTS.  ALTHOUGH SUCH 
SUMMARIES ARE BELIEVED TO BE ACCURATE, THEY DO NOT PURPORT TO BE A COMPLETE 
DESCRIPTION OF EVERY TERM AND CONDITION, AND REFERENCE IS HEREBY MADE TO THE 
ACTUAL DOCUMENTS FOR COMPLETE INFORMATION CONCERNING THE RIGHTS AND 
OBLIGATIONS OF THE PARTIES THERETO.  THE SUMMARIES ARE QUALIFIED IN THEIR ENTIRETY 
BY THIS REFERENCE.  ALL DOCUMENTS RELATING TO THIS INVESTMENT WILL BE MADE 
AVAILABLE FOR INSPECTION TO THE PROSPECTIVE INVESTOR OR HIS OR HER 
REPRESENTATIVE(S) AND OTHER ADVISORS AT THE OFFICES OF THE COMPANY DURING NORMAL 
BUSINESS HOURS UPON REASONABLE PRIOR WRITTEN NOTICE. 
 
PROSPECTIVE INVESTORS SHOULD PAY PARTICULAR ATTENTION TO THE INFORMATION 
UNDER THE HEADING “RISK FACTORS” BEGINNING ON PAGE 268 OF THIS MEMORANDUM. 
 
NORTH AMERICAN SECURITIES ADMINISTRATORS ASSOCIATION LEGEND 
 
IN MAKING AN INVESTMENT DECISION, INVESTORS MUST RELY ON THEIR OWN EXAMINATION 
OF THE ISSUER AND THE TERMS OF THE OFFERING INCLUDING THE MERITS AND RISKS 
INVOLVED.  THESE SECURITIES HAVE NOT BEEN RECOMMENDED BY ANY FEDERAL OR STATE 
SECURITIES COMMISSION OR REGULATORY AUTHORITY.  FURTHERMORE, THE FOREGOING 
AUTHORITIES HAVE NOT CONFIRMED THE ACCURACY OR DETERMINED THE ADEQUACY OF THIS 
MEMORANDUM.  ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE. 
 
THE SECURITIES BEING OFFERED PURSUANT TO THIS MEMORANDUM MAY BE SUBJECT TO 
RESTRICTIONS ON TRANSFERABILITY AND RESALE AND MAY NOT BE TRANSFERRED OR RESOLD 
EXCEPT AS PERMITTED UNDER FEDERAL AND STATE SECURITIES LAWS.  INVESTORS SHOULD BE 
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AWARE THAT THEY WILL BE REQUIRED TO BEAR THE FINANCIAL RISKS OF THIS INVESTMENT 
FOR AN INDEFINITE PERIOD OF TIME. 
 
FORWARD-LOOKING STATEMENTS 
 
CERTAIN STATEMENTS MADE IN THIS MEMORANDUM CONTAIN “FORWARD-LOOKING 
STATEMENTS.”  INVESTORS SHOULD NOT RELY ON FORWARD-LOOKING STATEMENTS IN THIS 
MEMORANDUM.  SUCH FORWARD-LOOKING STATEMENTS ARE SUBJECT TO RISKS, 
UNCERTAINTIES AND OTHER FACTORS, MANY OF WHICH ARE BEYOND THE CONTROL OF THE 
COMPANY, WHICH COULD CAUSE ACTUAL RESULTS AND DEVELOPMENTS TO DIFFER 
MATERIALLY FROM FUTURE RESULTS AND DEVELOPMENTS EXPRESSED OR IMPLIED BY SUCH 
FORWARD-LOOKING STATEMENTS.  AS A RESULT, ALL SUCH FORWARD-LOOKING STATEMENTS 
ARE QUALIFIED BY THIS CAUTIONARY STATEMENT AND THERE CAN BE NO ASSURANCE THAT 
THE ACTUAL RESULTS OR DEVELOPMENTS ANTICIPATED BY THE COMPANY AND ITS 
MANAGEMENT WILL BE REALIZED OR, EVEN IF SUBSTANTIALLY REALIZED, THAT THEY WILL 
HAVE THE EXPECTED CONSEQUENCES TO, OR EFFECTS ON, THE COMPANY.  THIS MEMORANDUM 
CONTAINS FORWARD-LOOKING STATEMENTS THAT INVOLVE RISKS AND UNCERTAINTIES.  WE 
USE WORDS SUCH AS “ANTICIPATES,” “BELIEVES,” “PLANS,” “EXPECTS,” “FUTURE,” “INTENDS,” 
“MAY,” “WILL,” “SHOULD,” “ESTIMATES,” “PREDICTS,” “POTENTIAL,” “CONTINUE” AND SIMILAR 
EXPRESSIONS TO IDENTIFY THESE FORWARD-LOOKING STATEMENTS.  ACTUAL RESULTS COULD 
DIFFER MATERIALLY FROM THE RESULTS CONTEMPLATED BY THESE FORWARD-LOOKING 
STATEMENTS DUE TO A NUMBER OF FACTORS, INCLUDING THOSE DISCUSSED IN THE SECTIONS 
IN THIS MEMORANDUM ENTITLED “RISK FACTORS” AS WELL AS IN OTHER SECTIONS.  WE 
UNDERTAKE NO OBLIGATION TO UPDATE OR REVISE ANY FORWARD-LOOKING STATEMENTS, 
WHETHER AS A RESULT OF NEW INFORMATION, FUTURE EVENTS OR OTHERWISE.  THESE 
STATEMENTS INCLUDE THOSE RELATING TO FUTURE EVENTS, PERFORMANCE AND/OR 
ACHIEVEMENTS, AND INCLUDE THOSE RELATING TO, AMONG OTHER THINGS:  
 
x FUTURE REVENUES, EXPENSES AND PROFITABILITY;  
x THE FUTURE DEVELOPMENT AND EXPECTED GROWTH OF OUR INVESTMENTS, AND THE 

BUSINESS OF THE COMPANY (AS DEFINED IN THIS MEMORANDUM);  
x PROJECTED CAPITAL EXPENDITURES;  
x FUTURE OUTCOMES OF LITIGATION AND/OR REGULATORY PROCEEDINGS; AND 
x COMPETITION. 

 
NOTHING CONTAINED IN THIS MEMORANDUM IS, OR SHOULD BE RELIED UPON AS, A PROMISE OR 
REPRESENTATION AS TO THE FUTURE.  ANY STATEMENTS, DATA ESTIMATES AND FORECASTS, 
INCLUDING WITHOUT LIMITATION THE EXECUTIVE SUMMARY ATTACHED HERETO AS ANNEX C 
(THE “EXECUTIVE SUMMARY”), AND ANY FINANCIAL PROJECTIONS CONTAINED IN THE 
SUMMARY AND/OR IN THIS MEMORANDUM (COLLECTIVELY, THE “PROJECTIONS”), HAVE BEEN 
PREPARED BY MANAGEMENT AND REFLECT MANAGEMENT’S CURRENT JUDGMENT AS TO THE 
MOST PROBABLE FINANCIAL AND OPERATIONAL PERFORMANCE OF THE COMPANY OVER THE 
FORECAST PERIOD.  SUCH STATEMENTS, ESTIMATES AND FORECASTS ARE SUBJECT TO 
SIGNIFICANT BUSINESS, ECONOMIC AND COMPETITIVE UNCERTAINTIES AND CONTINGENCIES, 
MANY OF WHICH ARE BEYOND THE CONTROL OF THE COMPANY.  ACCORDINGLY, THERE CAN BE 
NO ASSURANCE THAT SUCH STATEMENTS, ESTIMATES AND FORECASTS WILL BE REALIZED.  THE 
COMPANY DOES NOT WARRANT, PROMISE, PREDICT OR GUARANTEE THE ESTIMATES OR THE 
FORECASTS IN ANY WAY. 
 
INVESTORS ARE CAUTIONED THAT THE ASSUMPTIONS USED IN THE PREPARATION OF THE 
SUMMARY AND PROJECTIONS MAY PROVE TO BE INCORRECT.  THE ACTUAL RESULTS ACHIEVED 
MAY VARY FROM THE EXECUTIVE SUMMARY AND PROJECTIONS AND THE VARIATIONS MAY BE 
MATERIAL.  THERE IS NO GUARANTEE THAT THE MATTERS SET FORTH IN THE EXECUTIVE 
SUMMARY AND PROJECTIONS WILL BE ACHIEVED IN WHOLE OR IN PART. 
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SUMMARY OF KEY INVESTMENT TERMS 

This Summary of Key Investment Terms is intended to provide an overview of the terms 
and conditions applicable to a prospective investor in the Company (as defined below).  It is 
neither complete nor exact, and is qualified in its entirety by reference to the other sections of this 
Memorandum and the Company’s Limited Liability Company Agreement (the “Company LLC 
Agreement”).  All information in this Memorandum regarding the Company LLC Agreement, the 
Subscription Agreement relating to the purchase of Units (the “Subscription Agreement”), and 
all exhibits and other documents referenced in this Memorandum are qualified by the respective 
terms thereof, which should be reviewed carefully in their entirety by any prospective investor.  In 
the event of any conflict between the terms of the Company LLC Agreement, the Subscription 
Agreement, or any other document referred to in this Summary of Key Investment Terms, on the 
one hand, and the information contained in this Memorandum, on the other hand, the Company 
LLC Agreement, the Subscription Agreement, or such other document, as the case may be, shall 
prevail. Each of the forms of Company LLC Agreement and Subscription Agreement is enclosed 
herewith as Annex A and Annex B respectively. 

 
Issuer – The Company SCI GROWTH & INCOME FUND III, LLC, a Delaware 

limited liability company, with principal executive offices at 100 
S. Belcher Rd., 7534, Clearwater, FL  33758, Telephone: (833) 
227-4359 (the “Company”).  The Company was originally 
organized on June 29, 2020. 

Management of the 
Company 

The Company will be manager-managed.  The initial manager of 
the Company (a non-member manager) shall be SUNRISE 
MANAGER III, LLC, a Delaware limited liability company (the 
“Manager”). 

The Company’s  
Investment Objectives 

The Company was formed for the purpose of acquiring, managing, 
and ultimately selling, directly or indirectly, multiple (i) mobile 
home park properties (“Mobile Home Parks”), and/or  parking 
lots, parking garages, and related personal and real property 
located thereon (and adjacent thereto) (“Parking Assets”), 
exclusively located throughout the United States (each, 
individually, a “Property” and collectively, the “Properties”).  
Properties that are Mobile Home Parks will include land, and in 
some cases, mobile homes and/or other assets on the properties 
generating ancillary revenue such as storage until rentals and 
billboards rentals, and Properties that are Parking Assets will 
include land, parking lots and parking garages, and certain 
instances, revenue from storage, retail, restaurant, or other 
commercial real property located on or adjacent to the applicable 
Property.  Each Mobile Home Park or Parking Asset acquired by 
the Company will be acquired either directly by the Company, or 
indirectly through a subsidiary of the Company (each a “Property 
Subsidiary”).  In addition to the foregoing, the Company may 
form one additional “subholding company” limited liability 
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company (“SubCo”) which, if formed would be a sole purpose, 
wholly-owned subsidiary of the Company, with each Property 
Subsidiary in turn being a subsidiary of SubCo.  The Manager 
may, in its discretion, decide to form SubCo due to privacy and 
other structuring concerns, but in no event shall the formation (or 
not) of SubCo alter the general economic or other terms of the 
Offering, and in no event will the operating agreement of SubCo 
permit the Company or any Property Subsidiary (or SubCo itself) 
to transfer or sell any Property or any other Company asset in any 
manner other than that which would otherwise be permitted by the 
Company (or such Property Subsidiary) itself (and in no event 
shall SubCo be anything other than a wholly-owned subsidiary of 
the Company). 

In furtherance of the above, the Company will specifically target 
low-risk, high cash-flowing Mobile Home Parks and Parking 
Assets, and through such acquisitions, will strive to generate 
capital preservation, immediate income and equity growth by 
repositioning such assets and increasing the net operating income 
of each Mobile Home Park or Parking Asset. 

The Company’s main focus will be on acquiring Mobile Home 
Parks and Parking Assets in Sun Belt and the Midwestern portion 
of the  United States, though the Company may acquire Mobile 
Home Parks or Parking Assets across the entire United States, and 
will generally (though not always) focus on acquiring Mobile 
Home Parks with a community size of fifty (50) to two hundred 
(200) spaces. and Parking Assets of approximately twenty-five 
(25) spaces or greater. 

The Company may also (i) co-invest with similar funds owning 
Mobile Home Parks and/or Parking Assets (whether such funds 
are affiliated with the Company or otherwise), or form a joint 
venture with one or more unaffiliated third parties to acquire and 
manage one or more Mobile Home Parks or Parking Assets, and/or 
(ii) otherwise form special purpose wholly-owned or partially-
owned entities (e.g. limited liability companies, limited 
partnerships, and the like) to acquire Mobile Home Parks or 
Parking Assets alone, or with other (unaffiliated) third parties.  No 
more than five percent (5.0%) of the net proceeds of this Offering 
shall be invested in any such entities where the Manager is not 
(directly or indirectly) also the manager of such entity, other fund, 
or joint venture. 

For further details about the Company’s investment strategy and 
the general track record of Sunrise Capital Investors, LLC (the 
“Sponsor”), the ultimate sponsor of the Company and the 
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Offering, through its first two funds, Sunrise Capital Investors 
MHP Fund I, LLC, a Delaware limited liability company (“Fund 
I”) and MHP Growth & Income Fund II, LLC, a Delaware limited 
liability company (“Fund II” and together with Fund I, the “Prior 
Funds”), please see the informational package (the “Executive 
Summary”) attached hereto as Annex C. The Executive Summary 
is attached for informational purposes only, and any information 
set forth in the Executive Summary was obtained from a variety 
of sources unaffiliated with the Company; the Company therefore 
makes no representations or warranties, express or implied, as to 
the accuracy, truthfulness or completeness of such information. To 
the extent there are any inconsistencies or ambiguities between the 
matters set forth in this Memorandum, as compared to the matters 
set forth in the Executive Summary, the statements made in this 
Memorandum shall control. 

Securities Structure  
of the Company 

The Company shall initially have four classes of limited liability 
membership interests (collectively “Units”), denominated as 
“Class A Units”, “Class B Units”, “Class C Units” and “Class 
D Units” respectively.  One Hundred Percent (100%) of the Class 
D Units will be held by Sunrise Manager III, LLC, a Delaware 
limited liability company (in such capacity, the “Class D 
Member”), with the Class D Units carrying the voting rights as 
set forth herein and in the LLC Agreement.  Class A Units, Class 
B Units and Class C Units, which are the subject of this Offering 
(as defined below), shall each be non-voting (except in certain 
limited circumstances described herein and in the Company LLC 
Agreement).  As described further herein, potential Members 
subscribing for Class A Units, Class B Units, and/or Class C Units, 
but prior to such time as such Persons are Accepted into the 
Company as Members are sometimes referred to in this 
Memorandum as “Investors”. 

Securities Offered; 
Minimum Contribution 
Amounts 

The Company is offering Class A Units, Class B Units, and Class 
C Units at a purchase price of $1,000.00 per Unit (the “Offering”).  
The Company has not assessed the fair market value of the 
Company or the Units offered in this Offering.  Therefore, the 
initial price of the Units was determined based upon the estimated 
capital needs of the Company for the first 18-24 months of 
operation.  See “Risk Factors” beginning on Page 268 of this 
Memorandum.   

The initial capital contribution of each Investor (an “Initial 
Contribution”) to the Company shall be (i) with respect to a 
purchase of Class A Units, not less than One Hundred Thousand 
Dollars ($100,000) for the purchase of 100 Class A Units, (ii) with 
respect to a purchase of Class B Units, not less than Five Hundred 



STRICTLY CONFIDENTIAL 

4832-4840-1052.9  4 

 

Thousand Dollars ($500,000), for the purchase of 500 Class B 
Units, and (iii) with respect to a purchase of Class C Units, not 
less than One Million Dollars ($1,000,000) for the purchase of 
1,000 Class C Units.  Notwithstanding the foregoing, the Manager 
reserves the right to accept individual Initial Contributions of a 
lesser amount from any Investor as further described in the 
Company LLC Agreement. 

Notwithstanding the foregoing minimum investment 
requirements, the Manager also reserves the right (i) to accept an 
Initial Contribution of lesser amounts (with respect to the purchase 
of Units of any class) if the prospective Member also invested in 
one or both Prior Funds or the Manager otherwise waives the 
applicable minimum investment requirements as set forth in the 
Company LLC Agreement, and (ii) accept property (i.e., mobile 
home parks or parking assets) in lieu of cash as the Initial 
Contribution of any Investor (a “Section 721 Exchange”). 

Who May Invest This Offering is available only to “accredited investors” as defined 
in Rule 501(a) of Regulation D promulgated under the Act, and 
potential investors may only be admitted to the Company after 
verification of such potential investors’ status as “accredited 
investors” as required by Rule 506(c) of Regulation D 
promulgated under the Act. 

Minimum and Maximum 
Offering 

The minimum aggregate proceeds and the maximum aggregate 
proceeds to be raised in this Offering will be $1,000,000 (the 
“Minimum Offering Amount”) and $25,000,000 (the 
“Maximum Offering Amount”), respectively.  The Offering 
commenced as of October 1, 2020, and the Company must raise at 
least the Minimum Offering Amount not later than December 31, 
2020, and the Company may not use any of the proceeds of the 
Offering unless and until the Company has received funds totaling 
at least the Minimum Offering Amount by such date.  If the 
Company has not sold at least the Minimum Offering Amount by 
December 31, 2020 the Company will terminate this Offering and 
any subscription funds remitted by investors to the Company in 
connection with this Offering will be returned to  
investors.   

Assuming the Minimum Offering Amount has been raised by the 
date required above, this Offering may remain open to new 
Investors until the earlier of (i) the date that the Maximum 
Offering Amount has been raised, or August 31, 2021 (the 
“Offering Period”).  Notwithstanding the foregoing, the Manager 
may (i) extend the Offering Period, in its sole discretion (but in no 
event later than August 31, 2022), and/or (ii) increase the 
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Maximum Offering Amount, in its sole discretion (but in no event 
to an amount greater than $50,000,000), and in each case, shall so 
notify the Members in writing of any such change. 

Interests Outstanding  
after the Offering 

If at least the Minimum Offering Amount has been raised prior to 
expiration of the Offering, the Manager (or an affiliate) may, but 
is not obligated to, purchase any Units (whether Class A Units, 
Class B Units or Class C Units) not purchased pursuant to the 
Offering.   

Use of Proceeds The Company anticipates using the proceeds derived from this 
Offering, together with the Loans (as described on Page 26 of this 
Memorandum), all as set forth in the Executive Summary; 
provided, however, that, in the event that the Company has not 
raised the Maximum Offering Amount by August 31, 2021 (as 
such date may be extended as described herein), as described 
above, the Manager and/or its Affiliates may (on the same terms 
and conditions set forth in this Memorandum) purchase some or 
all of the outstanding Units, and thereafter, use a portion of the 
proceeds of the Offering (until the termination of the Offering 
Period) to purchase (on a dollar-for-dollar basis) any such Units 
held by the Manager or such Affiliates.  

Conditions to Closing The closing of the Offering (the “Closing”) will occur only upon 
the satisfaction of conditions set forth in the Subscription 
Agreement. 

Closing The Closing will occur on or before August 31, 2021, or such later 
date as determined by the Manager in its sole discretion, but in no 
event later than August 31, 2022 (subject to the other terms and 
conditions set forth herein). 
 

Company LLC 
Agreement 

THE COMPANY LLC AGREEMENT GOVERNS THE 
MANAGEMENT OF THE BUSINESS AND AFFAIRS OF THE 
COMPANY, THE ALLOCATION OF PROFITS AND LOSSES 
OF THE COMPANY AMONG THE MEMBERS, 
DISTRIBUTIONS BY THE COMPANY TO MEMBERS, THE 
RIGHTS, OBLIGATIONS AND INTERESTS OF MEMBERS 
TO EACH OTHER AND TO THE COMPANY, AND CERTAIN 
OTHER MATTERS, INCLUDING RESTRICTIONS ON THE 
TRANSFERABILITY OF THE INTERESTS, BUY-OUT 
RIGHTS, AND DRAG-ALONG RIGHTS.  YOU SHOULD 
READ THE COMPANY LLC AGREEMENT CAREFULLY IN 
ITS ENTIRETY PRIOR TO MAKING A DECISION ABOUT 
WHETHER TO INVEST IN THE COMPANY.  SET FORTH 
BELOW IS A GENERAL SUMMARY OF CERTAIN 
PRINCIPAL TERMS OF THE COMPANY LLC AGREEMENT, 
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WHICH IS NEITHER COMPLETE NOR EXACT, AND IS 
QUALIFIED IN ITS ENTIRETY BY REFERENCE TO THE 
COMPANY LLC AGREEMENT, THE FORM OF WHICH IS 
ATTACHED HERETO AS ANNEX A (SUBJECT TO 
FINALIZATION AND LENDER APPROVAL).  
CAPITALIZED TERMS USED IN THE FOLLOWING 
GENERAL SUMMARY BUT NOT OTHERWISE DEFINED 
THEREIN SHALL HAVE THE MEANINGS SET FORTH IN 
THE COMPANY LLC AGREEMENT.  
 

 Initial Capital 
Contributions of the 
Members; Minimum 
Investment Amounts; 
Escrow 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Except for any investor who becomes a Member by 
means of a Section 721 Exchange, each potential Class 
A, Class B and Class C Member shall fund his, her or its 
respective initial Capital Contribution into an escrow 
account with Prime Trust, LLC, a Nevada limited 
liability company, as designated by the Manager (the 
“Prime Trust Escrow Account”) concurrently with 
such potential Member’s execution of his, her or its 
Subscription Agreement, which initial Capital 
Contribution shall be equal to the total amount 
committed to by such potential Member in such 
Member’s Subscription Agreement. 

Except as set forth in the Company LLC Agreement, (i) 
each Class A Member must commit, pursuant to such 
Member’s Subscription Agreement, to an initial Capital 
Contribution of at least at least One Hundred Thousand 
Dollars ($100,000.00) for the purchase of one hundred 
(100) (the “Class A Minimum Investment 
Amount”); (ii) each Class B Member must commit, 
pursuant to such Member’s Subscription Agreement, to 
an initial Capital Contribution of at least at least Five 
Hundred Thousand Dollars ($500,000.00) for the 
purchase of one hundred (500) (the “Class B 
Minimum Investment Amount”); and (iii) each Class 
C Member must commit, pursuant to such Member’s 
Subscription Agreement, to an initial Capital 
Contribution of at least at least One Million Dollars 
($1,000,000.00) for the purchase of one hundred 
(1,000) (the “Class C Minimum Investment 
Amount”). 

Notwithstanding the above, the Manager may accept or 
reject a potential Member’s (i.e. Investor’s) Subscription 
Agreement for any reason or no reason at all as further 
described in the Company LLC Agreement and an 
Investor shall only be Accepted into the Company as  
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Subscription Queue for 
Capital Contributions; 
Drawdowns 

Member at such time (if ever) as the Company draws 
such Investor’s Capital Contributions out of the Prime 
Trust Escrow Account and deposits such Capital 
Contributions into the Company’s main operating bank 
account (the “Company Funding Account” as more 
fully described below and in the Company LLC 
Agreement. 

From time to time during the Investment Period, the 
Manager may (but shall have no obligation to) draw 
funds from the Prime Trust Escrow Account into the 
Company Funding Account for use by the Company in 
connection with the acquisition of any Property by the 
Company (directly or indirectly) or otherwise to meet 
any Company obligations.  The Manager, in its sole 
discretion, will determine the percentage of the aggregate 
amount of Capital Contributions in the Prime Trust 
Escrow Account remaining undrawn by the Company as 
of any date (such date of any such draw hereinafter 
referred to as a “Drawdown Date”), and the Manager 
shall be required to (i) draw Capital Contributions of 
Investors from the Prime Trust Escrow Account in 
chronological order according to the applicable 
Investor’s (or Investors’) Contribution Time (as defined 
below), and (ii) draw no less than the aggregate amount 
of the Capital Contributions of any applicable Investor if 
any Capital Contributions of such Investor are being 
drawn by the Company on the applicable Drawdown 
Date.  For the purposes of this Memorandum, the term 
“Contribution Time” shall mean with respect to any 
investor, the calendar date and time on such calendar 
date that such investor funds his, her or its Capital 
Contribution into the Prime Trust Escrow Account. 

As described above, an Investor shall be deemed to be 
accepted into the Company as a Member only when such 
Investor’s Capital Contribution is drawn out of  the Prime 
Trust Escrow Account by the Company.  In the event an 
investor’s Capital Contribution has not been drawn down 
from the Prime Trust Escrow Account into the Company 
Funding Account within one hundred eighty (180) days 
following such investor’s Contribution Time, then such 
investor may request in writing to recover his, her, or its 
Capital Contribution, and if upon receipt of such request, 
the Manager has not drawn down such investors Capital 
Contribution and accepter the investor as a Member of 
the Company, the Manager shall return such investor’s 
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Capital Contributions and revoke such Investor’s 
Subscription Agreement. 

Notwithstanding the above, any investor who becomes a 
Member by means of a Section 721 Exchange will be 
deemed to have had its Capital Contribution drawn out 
of the Prime Trust Escrow Account at the moment the 
applicable Mobile Home Park(s) and/or Parking Asset(s) 
is/are acquired by the Company in exchange for the 
applicable Units being issued to such Member. 

The Manager anticipates that the Loans and the Capital 
Contributions of the Members, together with the cash 
proceeds derived from the operation of the Properties, 
will be sufficient to pay the Company's expenses 
including, but not limited to, its Organizational and 
Offering Expenses (provided that, pursuant to the terms 
of the Company LLC Agreement, the Manager shall pay 
such Organizational and Offering Expenses out of the 
O&O Fee as hereinafter defined and described) and 
implement the Company's investment objectives with 
respect to the Property. 

In the event that the Manager determines that the 
Company requires additional equity capital beyond that 
of the aggregate initial Capital Contributions of the 
Members (because of additional capital requirements of 
Property Subsidiaries or otherwise), the Manager shall 
provide written notice of such additional capital 
contribution requirement to the Members, who shall have 
the right, but not the obligation, to contribute to the 
Company, on a pro rata basis such amount of additional 
capital. The Offering is based on certain assumptions 
regarding the costs and revenues of the Properties.  
Although not anticipated, the Company may need 
additional capital beyond the capital raised in the 
Offering.  No assurance can be given that such capital 
would be available from banks or other sources.  The 
Company reserves the right to raise additional capital 
(debt or equity), which, in the case of equity, may dilute 
the interests held by the Members. 

 Term The term of the Company will be perpetual, subject to 
the dissolution provisions contained in the Company 
LLC Agreement. 
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 Capital Accounts A capital account shall be established and maintained for 
each Member in accordance with the Company LLC 
Agreement and Section 704(b) of the United States 
Internal Revenue Code of 1986, as amended (the 
“Code”) and Treasury Regulations promulgated 
thereunder. 

 Allocations of Profit 
and Losses 

Except as otherwise required by Section 704(b) of the 
Code and Treasury Regulations promulgated thereunder, 
profits and losses of the Company for each fiscal year 
generally will be allocated in such a manner as to cause 
each Member’s capital account balance (which, for such 
purposes, shall be adjusted as described in the Company 
LLC Agreement) as of the end of such fiscal year to equal 
the distributions to which such Member would be 
entitled on a hypothetical liquidation of the Company as 
of the end of such fiscal year in which all of the assets of 
the Company were sold for their book values, all of the 
liabilities of the Company were satisfied in accordance 
with their terms, and the remaining cash was distributed 
to the Members as set forth in Section 14.03(a)(iv) of the 
Company LLC Agreement. 

 Available Cash and 
Capital Transaction 
Proceeds 

 

 

 

 

 

 

 

 

The Company’s available cash will be funded by 
periodic distributions received from the Property 
Subsidiaries (and as applicable, certain joint venture 
arrangements and other similar affiliated entities or co-
investments), primarily from revenues derived from 
Mobile Home Park and Parking Asset operations of the 
applicable Property or Properties, less current liabilities 
of the Company (and applicable Property Subsidiaries), 
and reasonable working capital and other amounts that 
the Manager deems reasonably necessary for the 
operation of the business of the Company and the 
Property Subsidiaries, in its sole discretion.  Capital 
transaction proceeds will be distributed in the event of a 
sale by the Company of a Property Subsidiary, a sale by 
a Property Subsidiary of a Property, refinancing with 
respect to a Property, or any other transaction that is 
capital in nature, as determined in good faith by the 
Manager; provided, however, that proceeds from a 
refinancing with respect to a Property shall be deemed 
refinancing proceeds and distributed accordingly.  The 
obligations of each Property Subsidiary to distribute cash 
to the Company will be set forth in the applicable 
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operating agreement or other governing document of 
each Property Subsidiary. 

 Priority of Distributions 
of Net Operating 
Proceeds 

Distributions of the Company’s available cash with 
respect to Net Operating Proceeds (as defined below), 
after taking into account expenses and other obligations 
of the Company, as well as actual or potential claims 
against the Company and any reserves for current or 
potential costs, expenses, indebtedness and liabilities, 
will be determined by the Manager, in its sole discretion, 
and made to the Members on a quarterly basis in the 
following order of priority: 
 
(i) First, one hundred percent (100%) to the Class A 

Members, Class B Members and Class C 
Members (collectively, the “Non-Sponsor 
Members”) as a group (which shall be allocated 
pro rata in proportion to their Unpaid Preferred 
Return balances), until each Non-Sponsor 
Member’s Unpaid Preferred Return balance has 
been reduced to zero; and 

(ii) Thereafter, (A) to the Non-Sponsor Members (as 
a group), pro rata in accordance with their 
respective Percentage Interests, in an amount 
equal to seventy percent (70%), and (B) thirty 
percent (30%) to the Class D Member. 

 Priority of Distributions 
of Net Capital Proceeds 

Distributions of the Company’s available cash with 
respect to Net Capital Proceeds (as defined below), after 
taking into account expenses and other obligations of the 
Company, as well as actual or potential claims against 
the Company and any reserves for current or potential 
costs, expenses, indebtedness and liabilities, will be 
determined by the Manager, in its sole discretion, and 
made on a quarterly basis to the Members who have been 
invested in the Company for the entire applicable quarter 
in the following order of priority: 
 
(i) First,  one hundred percent (100%) to the Non-

Sponsor Members, pro rata in accordance with 
their respective Unreturned Capital balances, 
until each Non-Sponsor Member’s Unreturned 
Capital balance has been reduced to zero; 

(ii) Second, one hundred percent (100%) to the Non-
Sponsor Members as pro rata in proportion to 
their Unpaid Preferred Return balances, until 
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each Non-Sponsor Member’s Unpaid Preferred 
Return balance has been reduced to zero; and  

(iii) Thereafter, (A) seventy percent (70%) to the 
Non-Sponsor Members, pro rata in accordance 
with their respective Percentage Interests, and 
(B) thirty percent (30%) to the Class D Member. 

 Priority of Distributions 
of Net Refinancing 
Proceeds 

 

Distributions of the Company’s available cash with 
respect to Net Refinancing Proceeds (as defined below), 
after taking into account expenses and other obligations 
of the Company, as well as actual or potential claims 
against the Company and any reserves for current or 
potential costs, expenses, indebtedness and liabilities, 
will be determined by the Manager, in its sole discretion, 
and made on a quarterly basis to the Members who have 
been invested in the Company for the entire applicable 
quarter as follows:  seventy percent (70%) of such Net 
Refinancing Proceeds shall be distributed pursuant to the 
waterfall set forth above for Net Capital Proceeds, and 
(ii) thirty percent (30%) of such Net Refinancing 
Proceeds shall be distributed directly to the Class D 
Member. 
 
While the Manager anticipates that Available Cash (as 
defined in the Company LLC Agreement) will be 
distributed to the Non-Sponsor Members on a quarterly 
basis in an aggregate amount so as to at least provide for 
the then-current Preferred Return, no guarantee is made 
by the Manager with respect thereto (and the failure to 
make any such distributions shall not constitute a breach 
by the Manager or the Company under the Company 
LLC Agreement.   
 
Additionally, notwithstanding that the Preferred Return 
of each Non-Sponsor Member shall begin accruing upon 
the commencement of the applicable Accrual Period, 
each prospective Investor should be aware that no 
distributions of Available Cash are likely to be made 
prior to the fourth quarter of the Fiscal Year ending 
December 31, 2021.  
 
Notwithstanding the priority of distributions outlined 
above, the Company will make distributions to the 
Manager, in priority to the distributions set forth above, 
in an amount sufficient to discharge the tax liability of 
the Manager and its direct and indirect owners.  All such 
tax distributions shall be treated as an advance against 
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future distributions to which the Manager would 
otherwise be entitled with respect to its promote. 
 
As used above: 
 
The term “Accrual Period” means, with respect to the 
Unpaid Preferred Return of any Member, the period 
commencing on the date such Member’s aggregate 
Capital Contribution is drawn by the Company out of 
the Prime Trust Escrow Account (or, with respect to a 
Section 721 Exchange, the date upon which the 
applicable property is acquired by the Company) (in 
each case, the “Drawdown Date”), and through and 
including the date that such Member’s Unreturned 
Capital balance is zero.  For the avoidance of doubt, 
the Preferred Return shall not begin to accrue 
immediately upon the funding of a Capital 
Contribution by an investor into the Prime Trust 
Escrow Account (to be held by the Company in 
escrow until such time, if ever, as such Capital 
Contribution is drawn out of the Prime Trust Escrow 
Account by the Company, at which time the 
applicable investor shall be accepted into the 
Company as a Member). 
 
The term “Capital Transaction” means a sale by the 
Company of a Property Subsidiary, a sale of a Property 
by the applicable Property Subsidiary, a refinancing with 
respect to a Property, or any other transaction of the 
Company or a Property Subsidiary that is capital in 
nature, as determined in good faith by the Manager. 
 
The term “Net Operating Proceeds” shall mean, for any 
period, all cash revenues, accrued interest and other 
funds received by the Company (including distributions 
from the Properties and any amounts attributable to the 
reduction of reserves) during such period (other than Net 
Capital Proceeds) less Capital Contributions, all cash 
expenses paid with respect to the Company during such 
period and after setting aside reserves (for working 
capital or otherwise), as determined by the Manager in 
its sole discretion, and any other nondeductible cash 
items, including principal payments on indebtedness and 
expenditures for capital outlay items to be paid from Net 
Operating Proceeds, as determined in the sole but good 
faith by the Manager. 
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The term “Net Capital Proceeds” shall mean the means, 
without duplication, cash proceeds received by the 
Company as a result of a Capital Transaction, less (a) 
any costs and expenses, including the repayment of 
indebtedness, incurred in connection with such Capital 
Transaction, (b) any amounts expended to repair or 
replace any portion of the applicable Property as a result 
of any casualty or condemnation which is the subject of 
such Capital Transaction, and (c) any reserves 
established pursuant to the Company LLC Agreement 
(as determined in the sole discretion of the Manager). 
 
The term “Net Refinancing Proceeds” means, without 
duplication, cash proceeds received by the Company 
as a result of a Capital Transaction that is the 
refinancing of any Property owned by the Company, 
less (a) any costs and expenses, including the 
repayment of indebtedness, incurred in connection 
with such refinancing, and (b) the amount of any such 
Net Refinancing Proceeds placed into any reserves 
established pursuant to this Agreement (as determined 
in the sole discretion of the Manager). 
 
The term “Preferred Return” means: (i) for each Class 
A Member, a sum yielding a six percent (6%) per annum, 
non-compounded, return on the average daily balance of 
the Unreturned Capital of such Class A Member from 
time to time during the Accrual Period to which the 
Preferred Return relates; (ii) for each Class B Member, 
a sum yielding a seven percent (7%) per annum, non-
compounded, return on the average daily balance of the 
Unreturned Capital of such Class B Member from time 
to time during the Accrual Period to which the Preferred 
Return relates; and (iii) for each Class C Member, a sum 
yielding an eight percent (8%) per annum, non-
compounded, return on the average daily balance of the 
Unreturned Capital of such Class C Member from time 
to time during the Accrual Period to which the Preferred 
Return relates. 
 
The term “Unpaid Preferred Return” shall mean, with 
respect to each Member as of any date, the sum of (a) the 
aggregate amount of Preferred Return accrued for such 
Member, minus, the aggregate amount of distributions 
received by such Member pursuant to clause (i) of the 
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Priority of Distributions of Net Operating Proceeds 
waterfall set forth above and pursuant to clause (ii) of the 
Priority of Distributions of Net Capital Proceeds 
waterfall set forth above (in each case including pursuant 
to net financing proceeds, and upon a liquidation or 
dissolution of the Company). 
 
The term “Unreturned Capital” with respect to any 
Member and as of any date, shall mean the sum of (a) 
the Capital Contributions made by such Member to the 
Company, minus, the aggregate amount of distributions 
received by such Member pursuant to clause (i) of the 
Priority of Distributions of Net Capital Proceeds 
waterfall set forth above (including pursuant to net 
financing proceeds, and upon a liquidation or dissolution 
of the Company). 
 

 Expenses The Manager is authorized to cause the Company to pay 
all Organizational and Operating Expenses, and expenses 
incident to the liquidation of the Company, including, 
without limitation: (i) expenses associated with the 
organization, operation, dissolution, and winding up of 
the Company; (ii) legal, accounting, financial, consulting 
and other professional fees; (iii) banking, brokerage, 
broken-deal, registration, qualification, finder's, 
depository and similar costs, fees or commissions; (iv) 
transfer, capital and other taxes; (v) insurance premiums, 
indemnifications, costs of litigation and other 
extraordinary expenses; and (vi) costs of financial 
statements and other reports to the Members, as well as 
costs of all returns, reports and other filings.  The 
Manager (and its Affiliates) shall be reimbursed by the 
Company for any and all costs and expenses incurred by 
the Manager (and/or such Affiliates) on behalf of the 
Company that directly relate to the business and affairs 
of the Company (subject to the Manager being 
responsible to pay the Organizational and Operating 
Expenses out of the O&O Fee).  Notwithstanding the 
foregoing, the Manager shall not be entitled to be 
reimbursed for any overhead or general and/or 
administrative costs and/or expenses relating to the 
Company. 

 Transfer Restrictions The transfer of Units is subject to various restrictions, 
and may not be transferred without the prior written 
consent of the Manager (which may be withheld in its 
sole and absolute discretion) unless the transfer is to a 
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Permitted Transferee: (a) any other Member of the 
Company; (b) an inter vivos trust for estate planning 
purposes, or (c) a member of the Member’s Immediate 
Family, in the event of a transfer upon death of the 
Member. Such Permitted Transfers are subject to further 
restrictions set forth in Article 7 of the Company LLC 
Agreement. Any proposed transfer of a Membership 
Interest is further subject to Drag-Along rights, as more 
fully described in the Company LLC Agreement, and any 
Transfer of Units is subject to the payment by the 
transferor Member of all legal fees and expenses incurred 
by the Company (or its Affiliates) in connection 
therewith as more fully described in the Company LLC 
Agreement. 

In addition to the foregoing, the Units have not been 
registered under the Act or the securities laws of any state 
or other jurisdiction and, accordingly, may not be resold 
or transferred except as permitted under the Act, the 
applicable securities laws of any state or other 
jurisdiction and the Company LLC Agreement.  You 
should be aware that you may be required to bear the 
financial risk of an investment in the Units for an 
indefinite period of time. 

 Reports In addition, the Company will use its best efforts to send 
or cause to be sent, within ninety (90) days after the close 
of each Fiscal Year, annual reports, and on or before 
March 15th of each Fiscal Year (or as soon as reasonably 
practicable thereunder) send such tax information as 
shall be necessary for the preparation by each Member 
for federal and state income tax return purposes.  In 
addition, the Manager shall send or cause to be sent (i) 
on a quarterly basis operational updates for the Company 
within forty-five (45) days following the end of each 
calendar quarter (provided that the year-end report will 
be provided within six (6) months of year-end), and (ii) 
monthly general updates (expected to be made via 
podcast). 

 Indemnification The Company LLC Agreement will provide for broad 
exculpation and indemnification by the Company of the 
Members, as well as the Manager (and its general 
partners, limited partners, partners, officers, employees, 
consultants, agents, and legal representatives) and the 
partnership representative (if different than the Manager) 
and its designees (in each case, an “Indemnitee”) in 
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connection with the Company’s activities.  Any such 
indemnity will not extend, however, to any conduct that 
is judicially determined by a court of competent 
jurisdiction pursuant to a final, non-appealable order to 
constitute gross negligence, fraud or willful misconduct 
of any Indemnitee and that was material to the relevant 
cause of action.  

 Amendment Except for certain circumstances under which the 
Manager may amend the Company LLC Agreement 
without the consent of the Members (e.g., certain 
amendments expressly authorized in such agreement and 
amendments to reflect the admission of new Members), 
the Company LLC Agreement may be amended only 
upon the written consent of Members holding greater 
than 50% of the Units outstanding. 

 Fees to the Manager 
and/or Affiliates of the 
Manager 

The following fees will be paid to the Manager or an 
Affiliate by the Company: 

(i) An acquisition fee ( the “Acquisition Fee”) of up 
to 2.5% of the total capitalized acquisition cost 
of each Property will be paid to the Class D 
Member; 

 
(ii) An asset management fee (the “Asset 

Management Fee”) equal to up to 1.0% of the 
value of the Properties owned by the Company, 
to be paid to the Manager on a monthly basis; and 

 
(iii) A fee (the “O&O Fee”) of up to 5.0% of the 

gross proceeds received by the Company in the 
Offering, which O&O Fee shall be paid to the 
Manager, and out of which, the Manager shall be 
responsible for paying all Organizational and 
Offering Expenses, the FundAmerica Fees, the 
Prime Trust Fees, and all Selling Commissions 
(each as defined in the Company LLC 
Agreement). In the event that the total of all 
Organizational and Offering Expenses, 
FundAmerica Fees, Prime Trust Fees, and 
Selling Commissions (collectively) exceeds the 
amount of the O&O Fee, the Manager shall be 
responsible for paying the excess. 

 Other Fees  SUNRISE COMMUNITIES, LLC, a Florida limited 
liability corporation and an Affiliate of the Company 
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(“SCL”) or one or more other property managers (each 
of which may be an Affiliate of the Company or an 
unrelated and unaffiliated third party) shall be the 
manager of each Property (collectively referred to herein 
as the “Property Manager”) will be paid (i) a monthly 
management fee equal to a market management rate, 
anticipated (as of the date of this Memorandum) to be 
approximately five percent (5.0%) of gross revenues of 
each Property for such month, which management fee 
shall be paid in arrears, upon the terms and provisions of 
the applicable Property Management Agreement, which 
contains customary terms and conditions of property 
management agreements with institutional property 
managers for similarly situated properties. 

The Manager will sign agreements with the 
FundAmerica Entities for the provision of escrow, 
technology, and transfer agent services.  The 
FundAmerica Entities will earn fees equal to up to 0.5% 
of the gross proceeds of any applicable Property (the 
“Fund America Fee”), which FundAmerica Fee will be 
paid by the Manager.  For the purposes of this 
Memorandum, the term “FundAmerica Entities” shall 
mean, individually and collectively, FundAmerica, 
LLC; Prime Trust, LLC; and FundAmerica Stock 
Transfer, LLC. 

Risk Factors AN INVESTMENT IN THE COMPANY IS A SPECULATIVE 
AND ILLIQUID INVESTMENT, INVOLVES A HIGH 
DEGREE OF RISK, AND IS NOT INTENDED AS A 
COMPLETE INVESTMENT PROGRAM.  For a non-exclusive 
list of risks involved with investing in the Company, see “Risk 
Factors” beginning on Page 28 of this Memorandum. 

Tax Considerations The Company is expected to be treated as a partnership, and not 
as an association taxable as a corporation, for U.S. federal income 
tax purposes.  As a result, the Company does not expect to be 
subject to U.S. federal income tax, and each Member subject to 
U.S. federal income tax, in computing its U.S. federal income tax 
liability, will be required to include its allocable share of the items 
of income, gain, loss, and deduction of the Company, regardless 
of whether any distributions have been made by the Company to 
such Member.   

 Each prospective investor should consult with its own tax advisor 
regarding all U.S. federal, state, provincial, local and foreign tax 
considerations associated with acquiring and owning a Unit.  In 
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particular, tax-exempt and non-U.S. investors, if any, may be 
subject to adverse tax consequences under the U.S. tax laws as a 
result of acquiring and owning Units. Prospective U.S. tax-exempt 
investors should be aware that the Company is expected to 
generate significant income treated as “unrelated business taxable 
income” for U.S. federal income tax purposes.   
Prospective non-U.S. investors should be aware that the Company 
expects that an investment in the Company will cause them to be 
treated as engaged in a U.S. trade or business and, as a result, will 
subject them to U.S. tax filing and payment obligations.  To the 
extent that Company income and gain allocable to a non-U.S. 
investor (as well as gain from the sale or other disposition of an 
interest in the Company) is treated as effectively connected with 
the conduct of such U.S. trade or business, the Company will be 
required to periodically withhold U.S. federal income tax at 
regular U.S. income tax rates on such income, even if such 
investor has no other contacts with the U.S. Non-U.S. corporate 
investors may also be subject to the branch profits tax, at a rate of 
30%, on their income from the Company that is treated as 
effectively connected with the conduct of such U.S. trade or 
business. 

A non-U.S. investor’s share of non-effectively connected income 
of the Company from corporate stock and debt securities, 
mortgage debt, any insurance company account contracts, and 
certain other passive investments may be subject to a 30% U.S. 
federal withholding tax. 

Accordingly, such prospective investors should consult their own 
tax advisors regarding the tax consequences associated with 
acquiring and owning the Units. See the section of this 
Memorandum entitled “Certain United States Federal Income Tax 
Considerations” beginning on Page 50 of this Memorandum for a 
discussion of certain U.S. federal income tax consequences 
associated with an investment in the Company. 

Counsel for the Company, 
the Property Owners, and 
the Manager 

Sklar Kirsh LLP 
1880 Century Park East 
Suite 300  
Los Angeles, California 90067 
Attention: Peter R. Fischer, Esq. 
 

Accountant for the 
Company,  the Property 
Owners and the Manager 

Duckett Ladd, LLP 
4022 S. Lone Pine Ave 
Suite 240 
Springfield, MO  65810 
Attention: Jared Duckett, CPA 
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Explanatory Note The Company has no legal commitment to any prospective 
investor reviewing this Memorandum or making an offer to invest 
in the Company, unless the Subscription Agreement and the 
Company LLC Agreement have been fully executed and delivered 
to, and approved and accepted in writing by the Company, and any 
conditions to the Company’s obligations thereunder have been 
satisfied or waived by the Company. 
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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 
Confidential Offering Memorandum (this “Memorandum”) and the documents enclosed 
herewith before making an investment decision. 

The Company 

SCI GROWTH & INCOME FUND III, LLC, a Delaware limited liability company (the 
“Company” or the “Fund”), was formed on June 29, 2020 for the purpose of acquiring, 
improving, holding and ultimately selling a portfolio of Mobile Home Parks and Parking Assets 
in the locations, and of the types described elsewhere in this Memorandum.  The Company’s 
manager is SUNRISE MANAGER III, LLC, a Delaware limited liability company (the 
“Manager”).  Assuming that the subscriptions for the offering of the membership interests 
contemplated by this Memorandum (the “Offering”) equals or exceeds the Minimum Offering 
Amount, at the closing of the Offering (the “Closing”), the investors in the Offering (the 
“Investors”) will own all of the membership interests (or Units) in the Company other than the 
Class D Units. 

The Property Subsidiaries 

Each Mobile Home Park or Parking Asset will be acquired by the Company indirectly 
through a newly formed subsidiary controlled by the Company; provided, however, that the 
Company may also (i) co-invest with similar funds owning Mobile Home Parks and/or Parking 
Assets (whether such funds are affiliated with the Company or otherwise), or form a joint venture 
with one or more unaffiliated third parties to acquire and manage one or more Mobile Home Parks 
or Parking Assets, and/or (ii) otherwise form special purpose wholly-owned or partially-owned 
entities (e.g. limited liability companies, limited partnerships, and the like) to acquire Mobile 
Home Parks and/or Parking Assets alone, or with other (unaffiliated) third parties. 

The sole purpose of each Property Subsidiary shall be holding for investment, improving, 
managing, operating and ultimately selling the applicable Mobile Home Park or Parking Asset that 
such Property Subsidiary holds as its Property (or any other Property purchased by such Property 
Subsidiary in an exchange purchasing using any reinvestment by the Company of sale or 
refinancing proceeds from the initial sale or refinancing of such Property Subsidiary’s initial 
Property).   

The Manager and Sponsor 

The Manager is responsible for the management of the business and affairs of the 
Company.  The Manager is managed by SUNRISE CAPITAL INVESTORS, LLC, a Florida 
limited liability company (“SCI” or the “Sponsor”).   

SCI is a privately held real estate investment group based in Clearwater, Florida focused 
on the mobile home park industry.  Within this industry, the Sponsor has expertise in various facets 
of real estate investment, management, acquisition, financing, leasing and zoning operations. 
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SCI is responsible for the management and business affairs of the Manager.  The day-to-
day operations of SCI are handled by its principals Kevin Bupp and Brian Spear.  See “Key 
Executives” beginning on Page 19 of this Memorandum. 

Key Executives: 

Biographical information of the “Key Executives” is set forth below: 

Kevin Bupp 

Kevin Bupp leads the strategic vision of SCI. As host of two top-ranked real estate 
investing podcasts, his real estate investment advice has been downloaded millions of times by 
folks in over 190 countries. A Co-Manager of multiple investment funds, Mr. Bupp has over $150 
million of real estate transactions under his belt. His extensive investment experience spans the 
gamut of apartment buildings, single-family homes, office buildings, parking facilities, raw land, 
condos, and mobile home parks. 

With over two decades of experience, Mr. Bupp also educates investors how to locate, 
negotiate, and acquire commercial real estate to generate cash flow and legacy wealth for their 
families. He shares his experience through “The Mobile Home Park Investing Podcast” and the 
“Real Estate Investing for Cash Flow” podcast, which provide listeners with insights into his 
investment philosophy. In addition to his real estate endeavors, Mr. Bupp is passionate about 
giving back, and is the founder of several charitable organizations, including 
RunningForBrews.com, a social running club with more than 10,000 active members, and “72 
Hours to Key West,” an annual 280 mile bike ride to benefit impoverished families during the 
holidays. 

Brian Spear 

Brian Spear currently handles investor relations, marketing, and regulatory compliance for 
SCI. A Co-Manager in multiple mobile home park investment funds, Mr. Spear has an extensive 
background in market evaluation, property analysis, acquisitions and management. To improve 
deal flow, Mr. Spear systematized the process to build and track relationships with mobile home 
park brokers nationwide. Prior to joining SCI, Mr. Spear travelled throughout the country to 
perform audits for multinational telecommunications companies. Over time, Brian worked in 49 
states and amassed valuable insights into different MSAs around the country. His ability to drive 
growth and improve productivity helped grow his former company from inception to a valuation 
in excess of $50mm in less than a decade. Mr. Spear graduated from the University of Kentucky 
with a Bachelor of Business Administration in Marketing. He attended UK on a baseball 
scholarship and was voted captain of a team that ultimately had six MLB alums. He was also 
named CoSIDA ESPN the Magazine Academic All-District. 
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USE OF PROCEEDS 

The total Capital Contributions of the Members will be a minimum of $1,000,000 and a 
maximum of $25,000,000, provided that the Manager may, at its election, and at any time prior to 
the end of the Offering Period, increase the maximum subscription amount in this Offering up to 
$50,000,000.  Capital Contributions will be used to cover the costs of due diligence (including 
travel and third-party fees and costs) associated with the Manager’s investigation and 
consideration of potential Mobile Home Park and Parking Asset acquisitions, and thereafter, in the 
event of purchase, Capital Contributions will be used for the purchase (including related expenses 
and fees) of Mobile Home Parks and/or Parking Assets acquired by the Company.  The Mobile 
Home Parks will include land, and, in some cases, mobile homes and/or other assets on the 
properties generating ancillary revenue such as storage unit rentals and billboard rentals.  The 
Parking Assets will include land, parking lots and parking garages, and certain instances, 
revenue from storage, retail, restaurant, or other commercial real property located on or 
adjacent to the applicable Property.  Expenses and fees include, without limitation, loan 
application fees, appraisals, due diligence costs, engineering and environmental reports, legal fees 
and costs of property improvements.  Reimbursement payments will be made to the Manager to 
the extent it advances any such expenses and fees with respect to the Offering, the formation, 
organization and operation of the Company and/or any Property Subsidiary.  Additionally, Capital 
Contributions may be used to purchase new or used manufactured mobile homes.  Such homes, if 
any, will be placed on and used to fill vacant pads within the Company’s Mobile Home Parks.  
Finally, in the event of a Section 721 Exchange, Capital Contributions in the form of Mobile Home 
Parks and/or Parking Assets will be Property acquisitions of the Company, acquired in exchange 
for the applicable Member being granted Units in the Company commensurate with the value of 
such Mobile Home Park(s) and/or Parking Asset(s). 

 
Subject to the use of Offering proceeds in the foregoing regard and subscription funds 

initially deposited in escrow, Offering proceeds will remain on deposit in the Company’s bank 
account and will earn money-market rate interest.  A portion of the proceeds raised in this Offering 
may be set aside for reserves and working capital.  The total Capital Contributions of the Members 
available for the purchase of Mobile Home Parks and Parking Assets may be reduced should the 
Company elect to enter into arrangements with one or more unaffiliated finders in the United States 
or elsewhere, or brokers who are members of the Financial Industry Regulatory Authority, Inc. 
(“FINRA”), or FINRA registered selling agents or investment advisors in connection with the 
offer and sale of the Membership Units.  The Company may pay finders’ fees or selling agent 
commissions for introductions which result in the purchase of the Units. Payment of these finders’ 
fees or selling agent commissions, if any, will be paid from proceeds in this Offering, in an amount 
no greater than 5% of the proceeds raised in this Offering. 
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INVESTMENT FUND OVERVIEW 

This Offering involves the purchase of Mobile Home Parks and Parking Assets 
throughout the United States. Suitable Mobile Home Parks and Parking Assets will be 
determined in the sole discretion of the Manager.  Although several potential acquisitions for 
the Company are currently (as of the date of this Memorandum) being reviewed by the Manager, 
none of such Mobile Home Parks or Parking Assets are guaranteed to be acquired by the Company 
and no other specific Mobile Home Parks or Parking Assets to be acquired by the Company have 
been identified as of the date of this Memorandum. The Company’s Investment Fund Overview, 
discussed below, contains a general summary and description of the Manager’s acquisition and 
resale strategies.  Please note that the Company’s Plan and Investment Fund Overview must be 
read in the context of all the disclosures, cautionary statements and risks contained in this 
Memorandum. 
 

The success of the Company will depend upon its ability to acquire, finance, manage, 
and dispose of Mobile Home Parks and Parking Assets in such a manner as to provide Members 
with a return on, and return of, their investment. There can be no assurances that the Company 
will be successful in the foregoing regard. 
 

One of the specific investment Company objectives is to provide the Members with 
an opportunity to participate in real estate investment opportunities as part of a group, in order to 
avail themselves of group ownership benefits, such as limited liability and professional property 
management that may not otherwise be available to individual investors.  The Company policy 
is to identify, acquire, operate, manage, and dispose of Mobile Home Parks and Parking Assets 
on behalf of its Members. 
 

The investment objective is to acquire multiple Mobile Home Parks and/or Parking 
Assets (and potentially certain multifamily properties), each of which we anticipate will be held 
indefinitely subject to Manager discretion, although the Manager will continually explore 
opportunities for resale, refinancing or other appropriate exit strategies. If one P roperty is sold, 
and others are held, such sale may reduce the cash returns related to operations available to 
the Members, or may result in an early, partial return of the Members’ Capital Contributions.  
If a Mobile Home Park or Parking Asset is purchased and either sold or refinanced at any 
time during the term of the Fund, the Manager may (i) elect to use all or a portion of any of 
the resulting sales or refinancing  proceeds therefrom for the purchase of additional Mobile 
Home Parks or Parking Assets, (ii) reinvest a portion or all of such sale proceeds in capital 
improvements for Mobile Home Parks and/or Parking Assets already purchased by the Company, 
or (iii) reinvest such Net Capital Proceeds and/or Refinancing Proceeds into any multifamily 
property identified by the Manager (in its sole discretion), in which case any such multifamily 
property shall be a “Property” for all purposes hereunder and under the Company LLC 
Agreement.  The purchase of any Property by the Fund may be from an unaffiliated seller, or an 
Affiliate of the Sponsor, provided that any such purchase from a Sponsor Affiliate shall be on a 
true arms-length basis. 
 

The Manager anticipates that the Mobile Home Parks and  Parking Assets will be 
acquired by the Company with the use, in part, of bank loans (collectively, the “Loans”), 
having an average fifty percent (50%) to seventy-five percent (75%) loan to value on each 
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Mobile Home Park or Parking Asset.  The balance of each applicable Mobile Home Park’s or 
Parking Asset’s purchase price will be paid with proceeds raised in this Offering. The Manager 
will seek Loans having balloon payments due in five (5) to ten (10) years following purchase. 
The Manager  expects  any financing to be at prevailing interest rates for comparable mobile 
home parks and parking assets. The Manager may also seek to refinance some or all of the 
Mobile Home Parks or Parking Assets prior to expiration of the initial loan terms in lieu of 
resale. We will also seek monthly payments based on an amortization schedule ranging from 
twenty (20) to thirty (30) years. 
 

The Manager intends to furnish Members with quarterly operational updates for the 
Company. The Manager will prepare an annual information package that it will use its best 
efforts to deliver by April 1 each year.  The annual information package will include such 
things as an annual operations update, financial statements, and a Schedule K-1 form, as 
applicable. 
 

A substantial portion of a Mobile Home Park’s revenue will be generated by rents paid 
by mobile home owners placing their mobile homes on pads/lots within the Company’s 
Mobile Home Parks. The Mobile Home Parks will include land, and, in some cases, mobile 
homes and/or other assets on the properties generating ancillary revenue such as storage unit 
rentals and billboard rentals. A substantial portion of a Parking Asset’s revenue will be generated 
by rents paid by longer term parking space tenants as well as daily and/or hourly fees paid by car 
owners for use of the parking spaces.  Parking Assets will include land, parking lots and parking 
garages, and in certain instances, revenue from storage, retail, restaurant, or other commercial 
real property located on or adjacent to the applicable Parking Asset.  In addition, where 
appropriate, the Manager may also acquire new or used manufactured mobile homes to be 
placed on vacant pads/lots within a Mobile Home Park.  Any such homes would be funded 
from proceeds raised in this Offering, Company operations and/or bank debt. We anticipate 
that the homes would be pre-owned and/or new singlewide homes (though some may be multi-
section as well). These homes would be placed on vacant pads/lots within a Mobile Home Park 
to generate additional rental and/or resale income.  
 

In order to accommodate a Loan requirement, a lender may require the Company to 
form a Property Subsidiary and become a limited partner in a limited partnership or a member 
in a limited liability company, which such entity, in turn, would take title to a single Mobile 
Home Park or Parking Asset.  This decision will be made as each Mobile Home Park or Parking 
Asset is acquired. In the event a limited partnership is formed to take title to a Mobile Home 
Park or Parking Asset, the Manager may take a one percent (1%) ownership interest as the 
General Partner of the limited partnership; a loan guarantor may take a one percent (1%) 
ownership interest as a limited partner of the limited partnership (if required by the lender); 
and the Company will retain the remaining ownership interest as a limited partner. 
 

The Manager may, at its own election, take title to a Mobile Home Park or  Parking 
Asset through a Property Subsidiary which is a wholly-owned subsidiary of the Company 
or through a partially-owned subsidiary of the Company (e.g. limited partnerships, joint 
ventures).  This decision will be made as each Mobile Home Park or Parking Asset is acquired. 
In the event a partially-owned subsidiary is formed to take title to a Mobile Home Park or 
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Parking Asset, the Manager may also serve as the manager of that subsidiary or entity. No 
more than five percent (5.0%) of the net proceeds of this Offering shall be invested in any 
such entities where the Manager is not the manager (directly or indirectly) of the entity. A 
co-owner of a partially-owned subsidiary may be an Affiliate of the Manager and the Company 
may co-invest with either Prior Fund or one or more other funds or entities affiliated with the 
Sponsor. 
 

The Manager will execute loan documents, mortgages and/or trust deeds for each 
Mobile Home Park or Parking Asset as appropriate and necessary to effect ownership and 
financing.  The Manager will attempt to obtain title insurance for each Mobile Home Park or 
Parking Asset it acquires naming the Company as the beneficiary.  The Manager will also obtain 
insurance policies covering each Mobile Home Park or Parking Asset as appropriate to protect 
the Company’s interest in the properties and naming the Company as the beneficiary.  The 
Manager expects that the Company will enter into other legally binding instruments that, in 
the Manager’s business judgment, will be prudent with respect to the Company’s interest in 
each of the Mobile Home Parks and/or Parking Assets or in effecting the Company’s operation 
and investment objectives. 
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RISK FACTORS 

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

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

Risks Related to the COVID-19 Coronavirus Worldwide Pandemic 

On March 11, 2020, the World Health Organization declared the COVID-19 coronavirus 
outbreak a worldwide pandemic (the “Pandemic”).  On March 13, 2020, President Trump declared 
a national emergency in the United States.  Various cities and states have also declared 
emergencies.  The Pandemic and the reactions of various governments and citizens is causing (and 
any future outbreaks of the coronavirus disease may cause) massive disruptions in economies, 
financial markets, supply chains, businesses and daily life on a worldwide scale never seen in 
recent history.  Such disruption may continue for an extended period or indefinitely, may lead to 
a recession or depression in the United States and/or globally, and may adversely impact the 
Company.  As of August 2020, the Pandemic has caused a near total cessation of all non-essential 
economic activities in many U.S. cities and states.  Many businesses have temporarily suspended 
operations and laid off employees.  In the United States, persons have been diagnosed with 
COVID-19 in each of the 50 states.  While the Company has a business continuity plan, it may be 
materially affected by the Pandemic.  The Pandemic and reactions by governments and citizens, 
and the impact of the Pandemic and such reactions on businesses and the economy, are creating 
and are likely to continue to create various issues for the economy that are impossible to fully 
predict or list here but all or many could, and are likely to be, material, with such likelihood of 
materiality increasing the longer the duration of the Pandemic (and whether or not there is a 
recurrence of coronavirus even after the current Pandemic improves).  The Pandemic may worsen 
substantially before it improves, and the entirety of the United States will continue to be impacted. 
There is little certainty as to when the Pandemic will abate, or to what extent the Unites States 
economy will recover from the disruption caused by the Pandemic.  In addition to the severe impact 
of the Pandemic on financial markets and economies, other things that may impact the Company 



STRICTLY CONFIDENTIAL 

4832-4840-1052.8  27 

 

in connection with the Pandemic include the closure of courts and state governments, which can 
directly affect the ability to foreclose on assets in certain areas or to register mortgages and close 
deals in certain jurisdictions, and the lack of in-person walk-throughs of properties (both for the 
Manager and appraisers).  The closure of certain businesses or limitations in the ability of certain 
businesses to function, , as well as declarations of states of emergency, and “shelter at home” 
measures in certain areas, have and could affect the ability of the staff of the Manager and/or 
applicable property managers to function properly.  A reduction in liquidity and increase in 
volatility in financial markets could affect the valuation of real estate, the health of the Company’s 
financing partners or other persons necessary for the Company to implement its strategy and the 
ability to find third party financing.  Also, Key Executives and staff members of the Manager could 
become infected with COVID-19, develop symptoms, and not be able to work, or not be able to 
work effectively. Of course, this crisis may also create opportunities for the Manager for targeted 
investments and the Company will endeavor to position itself well to take advantage of these 
opportunities and mitigate the risks above inasmuch as they can be mitigated. 

Risks Related to this Offering 

We do not have a meaningful operating history upon which you can base a prediction of our 
future success or failure. 

Although the Key Executives have experience in the real estate industry generally, and the 
mobile home park industry specifically, and as described in this Memorandum have specific 
experience raising capital for the Prior Funds (and deploying such capital), because the Company 
and the Manager themselves are newly formed entities, there is no prior operating history upon 
which investors may base a prediction of our future success or failure, and the past performance 
cannot and should not be relied upon as an indicator of the ability of the Company to achieve its 
investment objectives.  In addition, under the terms of the Company LLC Agreement, you will 
have extremely limited voting and management rights, and will therefore be relying on the 
experience and judgment of the Manager and indirectly, the Key Executives, with respect to your 
investment.  

You will not have any control over the Company or the Property Subsidiaries, or their respective 
operations.  Rather, such control will be exercised solely by the Manager and the Key 
Executives. 

You will not have any control over the Company or any Property Subsidiary, or their 
respective operations.  Rather, all such decisions will be made solely by the Manager and the Key 
Executives.  Although the Key Executives have experience in, and have previously achieved some 
favorable results with respect to, the real estate industry generally and the mobile home park 
industry specifically, there can be no guarantee that this will continue in the future.  Further, if the 
individual Property Subsidiaries (and therefore, the Company), do not achieve a certain level of 
performance, your investment would be adversely affected or lost entirely. 
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The Offering is a blind pool offering. 

  The Offering is a blind pool offering, and although the Company has identified several 
potential acquisitions, the Company is not committed to acquire any particular Property with the 
net proceeds from the Offering (together with any other proceeds received by the Company in the 
Offering), nor is the Company required to acquire a certain number of Properties or acquire 
Properties across a certain number of markets.  Members will not have the opportunity to evaluate 
prospective Property acquisitions before they are made, which makes this investment more 
speculative. 

As an Investor in the Company, you will bear a disproportionate share of the risk capital in the 
Property transaction as compared to the Sponsor and its Affiliates. 

The Investors in the Company will provide a substantial portion of the capital for the 
Company.  Therefore, the Investors in the Company will bear a substantially disproportionate share 
of the risk capital in the Company and the Property transaction as compared to the Sponsor and its 
Affiliates.  In addition, relative to invested capital, each Investor’s share of the profits, losses, and 
distributions of the Company will be substantially and disproportionately lower than share of such 
profits and losses allocable to the Sponsor and its Affiliates. 

If the Properties (or any of them) do not generate sufficient revenue, the amount of cash, if any, 
available for distribution to the Company and, in turn, the Investors would be materially and 
adversely affected.  

Distributions from the Properties (indirectly via the Property Subsidiaries) will be the 
Company’s sole source of revenues (subject to the formation of any joint venture or other 
partnership with one or more unaffiliated third parties as described in this Memorandum and 
permitted by the Company LLC Agreement).  The revenue for such distributions will be generated 
solely by the Properties (and/or such joint ventures and other arrangements).  The Manager 
currently believes that the Properties will generate revenues consistent with projections; however, 
any projections set forth herein (including the Executive Summary) are only estimates of future 
events and there can be no guaranty that the actual amounts generated by the Properties (or any of 
them) will be consistent with such projections.  In the event that the revenues generated by the 
Properties (or any of them) are less than projected, the amount of cash, if any, available for 
distribution to the Company and, in turn, the Investors would be materially and adversely affected. 

There is no public market for the Units offered in the Offering, and such Units are subject to 
restrictions on transfer set forth in the Company LLC Agreement and otherwise under federal 
and state securities laws.  Accordingly, you may not be able to resell your Units for an indefinite 
period of time. 

The Units have not been registered under the Securities Act of 1933, as amended, or 
registered or qualified under applicable state securities laws, and we have no intention of 
registering or qualifying them under these laws in the future.  Accordingly, the Units may only be 
offered or sold pursuant to an exemption from these registration and qualification requirements, 
and we cannot guarantee that you will be able to qualify for such an exemption at the time you 
wish to sell or at all.  In addition, the Company LLC Agreement contains certain provisions that 
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further restrict your ability to freely transfer the Units owned by you.  Specifically, the Company 
LLC Agreement (i) prohibits you from transferring your Units to any person, other than to an inter 
vivos trust for estate planning purposes, or a spouse or any lineal descendant, and with respect to 
a Member that is a trust, the spouse or lineal descendant of its grantor, and (ii) contains a right of 
first refusal, granted to the Company and other Members, pursuant to which, should you wish to 
transfer any Units, the same must first be offered to the Company (and then the other Members) 
before any other Person. Based on the above restrictions and other factors, you will not be able to 
sell or transfer your Units for an indefinite period of time (or, in any event, freely to any third 
party).  

Risk of failure to comply with the private placement exemption. 

This Offering constitutes the sale of securities.  It is being made pursuant to an exemption 
from registration available under the United States Securities and Exchange Commission's (SEC's) 
Regulation D, Rule 506(c).  In order to maintain the Company’s exemption, the Manager shall 
ensure reasonable compliance with the rules of the exemption, including, but not limited to, the 
prohibition against commingling of funds between other investments or companies operated by 
the Manager, the duty to not misrepresent and/or omit any material facts, and the filing of the 
requisite notices with both the Federal and State securities regulatory agencies.  If the private 
placement exemptions relied upon are not available to the Company and/or its Manager for any 
reason, the Company and its Manager may be required to offer to the Investors the right to rescind 
their purchase of Interests, which could have a material adverse effect on the Company, its 
business, and its financial condition. There is no assurance that the Company and/or its Manager 
would have adequate funds to repay its Members if such rescission were required. 

General advertising; Offering solely for Accredited Investors. 

The Company intends to use general advertisement in connection with the sale of Units in 
reliance on the exemption from registration provided in Rule 506(c) of Regulation D promulgated 
under the Securities Act. In order to qualify for the exemption provided by Rule 506(c), all 
purchasers of Units must be Accredited Investors as defined in Regulation D. The Company is 
required to have a reasonable basis to believe that the purchasers of Units are Accredited Investors. 
In the event that a person who is not an Accredited Investor acquires Units and the Company is 
deemed not to have complied with the reasonable basis requirement set forth in Rule 506(c), the 
Company could lose its exemption from registration of the Offering. 

Our future success depends on the continued services of the Key Executives. 

Our success is wholly dependent on the experience and expertise of the Key Executives. 
The loss of any of these individuals or certain other significant personnel could have a material 
adverse effect on our business, and, in turn, your investment. 
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The financial projections included in this Memorandum (or its exhibits) are based on 
assumptions, and no assurances can be made that such projections are accurate. In the event 
that actual performance is below projections, your investment could materially and adversely be 
affected. 

Since the Company and Property Subsidiaries have limited operating histories, the existing 
balance sheets, income statements, and other information are based on a limited time frame of 
actual operations of the Company or Property Subsidiaries and actual ownership and operation of 
the Properties.  The Manager believes that the financial projections included in this Memorandum 
are based on reasonable assumptions; however, we cannot give any assurances that these 
projections will prove to be accurate or that no event will occur which, had it occurred prior to 
these assumptions being made, would have caused our projections to be different, and we caution 
you against relying on such projections in deciding whether to invest in the Company.  In the event 
that actual performance is below projections, your investment could materially and adversely be 
affected. 

The need for additional equity or debt financing could result in dilution of your investment or 
a decrease in the amount of cash available for distribution by the Company to its Members. 

Although the Manager estimates that the proceeds from the offering of the Units will be 
sufficient to allow implementation of the investment objectives as described herein, no assurance 
of such can be given.  If the proceeds of the offering of the Units are insufficient to implement the 
investment objectives, the Company may be required to seek additional funds through one or more 
offerings of the Company’s equity securities, thereby diluting the Units, or by incurring 
indebtedness.  If additional funds are required, there can be no assurance that any additional funds 
will be available on terms acceptable to the Company or its security holders, or at all, or that any 
future capital that is available will be raised on terms that do not dilute the interests of the 
Company’s investors at that time.  The Company’s investment objectives and financing needs are 
subject to change depending on, among other things, market conditions, business opportunities 
and cash flow from operations, if any.   

The price for the Units has been set arbitrarily by the Company, and is not based upon any 
recognized criteria of value.  

The offering price of $1,000 per Unit has been set arbitrarily by the Company and is not 
based upon earnings, operating history, assets, book value, or any other recognized criteria of 
value.  No independent opinion has been obtained in the determination of the price per unit in this 
Offering.  

The Offering is being made on a best efforts basis; no guarantee that the Offering will be fully 
subscribed or fully funded. 

The Class A Units, Class B Units and Class C Units being offered hereby are being sold 
on a "best efforts basis", with respect to the Minimum Dollar Amount and on a "best efforts basis" 
with respect to the sale of the remaining Class A Units, Class B Units and/or Class C Units up to 
the Maximum Dollar Amount.  Accordingly, there can be no assurance that any or all of the Units 
will be sold.  No commitment has been made by anyone to purchase any or all of the Units offered 
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herein and no commitment will be accepted until a Member represents and warrants in their 
Subscription Agreement (see Annex B hereto) that such Member has read and understands all of 
the documents associated with this Offering that have been provided by the Manager and that such 
Member meets the financial and/or other necessary qualifications for Membership as set forth on 
page 3 hereof. 

Finally, there is a risk that, no matter what the maximum amount raising in the Offering 
may be, one or more investors may not fully fund their entire Total Subscription Commitment, 
thus posing a risk that with any one (or more) particular Property, the Company may not be able 
to close on the acquisition thereof or fully fund the planned renovations thereof (if applicable).  
There is a further risk that, in the event that one or more investors do not fund the full amount(s) 
of their Total Subscription Commitments, the Company (and Manager) may need to expend its 
resources (i.e. time and money) commencing action (legal or otherwise) against such investor(s) 
to get the missing portions of their Total Subscription Commitments funded or to remove them 
from the Company or take other appropriate and permitted actions. 

The Company does not guarantee a return on investment. 

The Company makes no representations and/or warranties with respect to any return on an 
investment in the Company. There can be no assurance that a prospective Investor will receive any 
return on an investment in the Company and/or realize any profit on such prospective Investor's 
investment in the Company. 

Contingent distributions; delay in anticipated initial distribution. 

As noted elsewhere herein, all distributions to the Members will be contingent upon the 
Company having adequate cash flow (i.e. Available Cash), as determined by the Manager, in its 
sole discretion, to make such distributions after payments of debts, expenses and other Company 
obligations. In addition, the Members’ investment return from the Company is expressly 
contingent upon the Company realizing and/or furthering certain economic objectives.  There can 
be no assurance that such economic objectives will be attained, and even if such economic 
objectives are attained, that the Company would then have the cash flow necessary to make such 
additional distributions to the Members. 

Additionally, distributions to Members may be contingent on the amount of capital raised 
in this Offering because proceeds of the Offering may be used to pay distributions to Members. 

Finally, Investors must be aware that, as set forth in the Company LLC Agreement, no 
distributions of Available Cash are anticipated to be made to Members prior to the fourth (4th) 
fiscal quarter of 2021. 

The Company’s exit strategy for the Properties (or any of them) may be delayed to facilitate 
certain tax planning strategies. 

The terms of the Company LLC Agreement permit the Company, upon a sale or refinancing of a 
Property, and in lieu of promptly distributing the proceeds thereof to the Members, to place the 
funds in an escrow account to facilitate a tax-efficient disposition of the Property, including, 
without limitation, in anticipation of an exchange within the meaning of Section 1031 of the U.S. 
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Internal Revenue Code, as amended (the “Code”).  Such exchange may include a replacement 
property that is a Mobile Home Park Asset, a Parking Asset, or a multifamily property (a 
“Multifamily Asset”).  As such, in connection with any reinvestment by the Company of any such 
sales or refinancing proceeds, a Member’s receipt of its pro rata portion of any such distribution 
could be significantly delayed.  

Because the Company expects to be taxed as a partnership for U.S. federal income tax purposes, 
you may incur tax liabilities based on your investment in the Company without a corresponding 
cash distribution with which to pay such liabilities. 

The Company expects to be treated as a partnership for United States federal income tax 
purposes.  As such, the Company, itself, will generally not be subject to United States federal 
income tax.  Rather, each Member will be allocated his, her or its allocable share of items of 
income, gain, loss, deduction, and credit attributable to the Company each year, and will be 
required to include this allocable share in computing each Member’s respective U.S. federal 
income tax liability for that year.  This will be the case even though the Company may not have 
made any cash distributions to its Members in that year.  Thus, it is possible that your investment 
will increase your U.S. federal and applicable state and local income tax burden, without a 
corresponding cash distribution with which to pay such taxes, in which case you would be required 
to satisfy tax liabilities attributable to your share of Company income from sources other than the 
Company. 

Tax-exempt U.S. Investors will be subject to U.S. federal income tax on all or a portion of their 
allocable share of the Company’s taxable income.   

A Tax-Exempt U.S. Investor (as defined below, under “Certain United States Federal 
Income Tax Considerations”) generally will recognize unrelated business taxable income for U.S. 
federal income tax purposes as a result of an investment in the Company.  As a result, Tax-Exempt 
U.S. Investors generally will be subject to U.S. federal income tax on all or a portion of their 
allocable share of the Company’s taxable income.  Furthermore, Tax-Exempt U.S. Investors may 
be subject to state and local income or franchise taxes in jurisdictions where the Company owns 
real estate or otherwise conducts activities or is deemed to be engaged in business.  

Non-U.S. Investors will be required to file income tax returns in the U.S. and will be required 
to pay income taxes in the U.S. on their allocable share of the Company’s taxable income. 

A Non-U.S. Investor (as defined below, under “Certain United States Federal Income Tax 
Considerations”) will be treated as engaged in the conduct of a U.S. trade or business for U.S. 
federal income tax purposes as a result of an investment in the Company, and the Non-U.S. 
Investor’s allocable share of the Company’s taxable income (as well as gain from the sale or 
disposition of an Interest in the Company) generally will be treated as income “effectively 
connected” with such U.S. trade or business.  As a result, Non-U.S. Investors will be required to 
file U.S. federal income tax returns, and will be subject to U.S. federal income tax on their allocable 
share of the Company’s taxable income in the same manner as similarly-situated U.S. Investors 
(as defined below, under “Certain United States Federal Income Tax Considerations”).  
Furthermore, foreign corporations may also be subject to an additional 30% U.S. “branch profits 
tax” on their allocable share of Company earnings and profits at the time that such earnings and 
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profits are repatriated or deemed repatriated.  Non-U.S. Investors may also be subject to state and 
local income or franchise taxes in jurisdictions where the Company owns real estate or otherwise 
conducts activities or is deemed to be engaged in business. 

The Company will be required to withhold and remit taxes to the IRS with respect to Non-U.S. 
Investors’ allocable share of the Company’s taxable income, which may reduce the cash flow 
available for distributions to other Members.  

If Non-U.S. Investors were to invest in the Company, the Company would be required to 
remit to the IRS (as defined below, under “Certain United States Federal Income Tax 
Considerations”), on or before certain due dates during the course of each taxable year, 
withholding taxes with respect to the Non-U.S. Investors’ allocable share of the Company’s 
taxable income.  This withholding requirement is based on the Non-U.S. Investors’ allocable share 
of the Company’s taxable income, and thus is triggered by the recognition of such income by the 
Company.  The withholding requirement is not triggered by, or dependent on, cash distributions 
that are actually made to the Non-U.S. Investors.  Accordingly, these withholding taxes must be 
paid by the Company regardless of whether the Company has received distributions of the cash 
corresponding to such taxable income as a result of the operation of the Properties, and regardless 
of whether the Company will be making cash distributions to the Members on or around the dates 
on which the Company is required to remit such amounts.  As a result, although any such foreign 
investors will be required to repay any such excess withholding taxes to the Company, the 
withholding obligations imposed on the Company as a result of investment by Non-U.S. Investors 
may reduce the amount of cash available for use by the Company, and/or distribution to the 
Members.  

Tax Reform may impose unexpected tax consequences on the Investors and the Company. 
 

Many changes to tax law have been made pursuant to tax reform legislation signed into 
law on December 22, 2017 (“TCJA”) and the Coronavirus Aid, Relief and Economic Security Act 
signed into law on March 27, 2020 (the “CARES Act”). The ultimate impact that TCJA and the 
CARES Act will have on the Company and on its Investors is uncertain. Further changes to tax 
law could be made and Treasury Regulations (as defined below, under “Certain United States 
Federal Income Tax Considerations”) and other guidance from the IRS are expected to be issued 
with respect to TCJA and the CARES Act which could have unexpected effects on the tax 
treatment of an investment in the Company, including potentially with retroactive effect. 

The Manager will be the “partnership representative” of the Company.  Because of the partnership 
representative's ability to bind both the Company and its Members (including both current and 
former Members), certain conflicts of interest may arise. 
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Under the tax rules governing audits of entities classified as partnerships for tax purposes, 
the Company, and not the Investors, may be responsible for the payment of any tax assessed by 
the IRS in an audit of the Company. In addition, a “partnership representative” is given the 
authority to exercise certain procedural and related rights related to tax audits and controversies. 
The Manager will be the partnership representative of the Company.  The partnership 
representative of the Company will have all the rights, powers, obligations and duties set forth in 
the Code for a “partnership representative,” including, without limitation, the power to agree to an 
assessment against the Company by the IRS, to allocate any imputed underpayment among the 
persons who were Investors of the Company during the year that was audited, and to shift the 
burden of any imputed underpayment from the Company to the persons who were Investors in the 
year that was audited.  Accordingly, a conflict of interest may arise between the partnership 
representative, on the one hand, and certain Investors, on the other hand, with respect to the 
partnership representative's acceptance of an assessment by the IRS and the allocation of an 
imputed underpayment among the applicable Investors. 

Income tax returns may not be timely prepared. 
 

The Company may not be able to furnish the Members’ Schedule K-1s for completing their 
U.S. income tax returns prior to April 15th of each year.  In that case, each Member would have 
to file requests for extension of the time for filing the Members’ U.S. tax returns and may incur a 
cost to do so, including possible penalties to the applicable federal and state governments.  
 
Special risks for investors who acquire more than 20% of the equity interests; Bad Actor 
Provisions of Rule 506(d). 
 

Regulation D, Rule 506(d) was adopted by the SEC under the JOBS Act on September 23, 
2013. Rule 506(d) pertains to Investors ("covered persons") who acquire more than twenty percent 
(20%) of the voting (equity) interests in companies seeking an exemption from securities 
registration under Rule 506.  If such Investors have been subject to certain “disqualifying events” 
(as defined by the SEC), they are required to either: (a) disclose such events to other Investors (if 
they occurred before September 23, 2013); or (b) own less than twenty percent (20%) of the voting 
(equity) Interests in the Company (if they occurred after September 23, 2013); and they may not 
participate in management or fundraising for the Company. Disqualifying events are broadly 
defined to include such things as criminal convictions, citations, cease and desist or other final 
orders issued by a court, state or federal regulatory agency related to financial matters, Investors, 
securities violations, fraud, or misrepresentation. 
 

Investors or other covered persons who do not wish to be subject to this requirement 
should: (a) acquire less than twenty percent (20%) of the voting Interests in the Company (or 
ensure that the Interests they acquire are non-voting); and (b) abstain from participating in 
management or fundraising for the Company. Covered persons have a continuing obligation to 
disclose disqualifying events both: (a) at the time such covered person is Accepted to the 
Company; and (b) when such disqualifying event occurs (if later), for so long as such covered 
person is participating in the Company. Failure to do so may cause the Company to lose its Rule 
506 securities exemption.  
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Investors not represented by Manager's legal counsel. 
 

The prospective Investors, as a group, have not been represented by independent counsel 
in connection with the formation of the Company and/or this Offering. The Offering documents, 
including this Memorandum, the Agreement, the Subscription Booklet, and any amendments 
thereto have been prepared by counsel for the Sklar Kirsh LLP (“Sklar Kirsh”).  Sklar Kirsh will 
not be representing Investors in connection with their investment in Units in the Company. 
 

Risks Relating to the Mobile Home Park and Parking Asset Business and Real Estate 
Investments Generally 

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

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

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

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

All of these and other risks may adversely affect operating results or make the sale or 
refinancing of the Properties difficult or unattractive.   
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Based on the factors described above and elsewhere in this Memorandum, among other 
factors, the possibility of partial or total loss of capital exists, and investors in the Company should 
not subscribe unless they can readily bear the consequences of such a loss. Neither the Manager 
nor any of its affiliates, partners, officers or employees will be liable for the return to any Member 
of its capital contributions to the Company.  Such distributions and returns, if any, will be made 
solely from the Company’s assets. 

The performance of the Company depends, in part, on the continued recovery of the real estate 
market. 

The returns of the Company indirectly may rely, in part, upon the continuation of local 
market recoveries (in the real estate industry in general) in the near term.  No assurance can be 
given that any such markets will recover or continue to recover, or that the real estate markets will 
not decline.  If the real estate market in which any of the Properties is located declines or does not 
recover or continue to recover, your investment may materially and adversely be affected. 

Because the Company’s sole investments will be in the Properties (Mobile Home Parks, Parking 
Assets and potentially multifamily properties), your investment will not be diversified, thus 
subjecting your investment to greater risk should the Properties (or any of them) prove not to be 
a profitable investment. 

The Company will invest solely in Mobile Home Parks and Parking Assets (and possibly 
multifamily properties). As a result, you will have a concentration of risk in two asset class (and 
possibly a third) which has, each of which by nature, has certain characteristics not present in other 
property types.  By investing solely in the Properties, we will not have the opportunity to spread 
our investment risk across more than a concentration of property types or asset classes.  Thus, 
should events occur which negatively impact the Properties (or any of them) or the mobile home 
park or parking industries as a whole, we will have no ability to offset those events through 
investments in other asset classes, and your investment would be materially and adversely affected.   

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

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

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

Capital improvements and capital replacements could be costly to the Property Subsidiaries, and 
failure to make such improvements and replacements on a timely basis could hinder the 
Property Subsidiaries’ ability to fill vacancies. 

The Company and/or the Property Subsidiaries, as the owners of the Properties, may be 
required to expend funds to correct defects or to make improvements before the Properties (or 
certain of them) can be sold.  If the Company and Property Subsidiaries do not establish sufficient 
reserves for working capital or obtain adequate secured financing to supply necessary funds for 
capital improvements or similar expenses, the Company and Property Subsidiaries may be required 
to defer necessary or desirable improvements to such Properties.  If the Company and Property 
Subsidiaries defer such improvements, such Properties may decline in value, and it may be more 
difficult for it to attract or retain occupants at such Properties, or the amount of lot rent the 
Company and applicable Property Subsidiaries can charge for a space at the applicable Property 
may decrease. The Company cannot assure the Members that the Property Subsidiaries or the 
Company will have any sources of funding available for repair or reconstruction of damage to such 
Properties in the future or to make such tenant improvements.  The foregoing could have a material 
and adverse impact on the operating results of the Company and Property Subsidiaries and, 
therefore, your investment. 

Undiscovered liabilities relating to any Property could significantly impact the profitability of 
the Property and therefore have an adverse effect on the performance of the Company. 

It is possible that any particular Property could be affected by undisclosed matters, such as 
legal easements, restrictive covenants and leases and other agreements affecting use and 
occupancy.  Liability could also arise from undisclosed breaches of planning legislation and 
building regulations, and other statutory regimes such as health and safety, fire and public health 
legislation.  The applicable Property Subsidiaries could also be liable for undisclosed duties 
payable to municipalities and counties as well as public claims deriving from supply to the 
Property of water, electricity and other utilities.  The foregoing could have a material adverse effect 
on the operating results of the Property Subsidiaries and, therefore, the Company and your 
investment. 

The Company’s estimates as to the value of the Properties (or any of them) may not reflect its 
current fair market value, which would have an adverse effect on the proceeds to the Company 
from the sale of the Property. 

The risks associated with the investment in the Property increase as the ratio of the amount 
of the loan to the value of the Property increases, as the Property will possess less or negative 
equity in the event of a decrease in the value of the Property.  There can be no assurance that the 
estimated value of the Property will be comparable or bear any relation to the amount that could 
be realized upon the refinancing, sale or other disposition of the Property, or that the value of the 
Property will not decrease due to the economic cycle.  As a result, the amount realized in 
connection with a refinancing, sale or other disposition of the Property in the ordinary course of 
business or at or following a foreclosure sale may be less than the then-outstanding balance of the 
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related mortgage loan, thus indirectly reducing the amount of cash, if any, available to distribute 
to the Members.   

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

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

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

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

Third party litigation brought against the Company or any one or more Property Subsidiaries 
in connection with the Property may have an adverse effect on the Company’s performance and 
result in less cash available for distribution to the Members. 

The holdings and activities of the Company and the Property Subsidiaries subject them to 
the normal risks of becoming involved in litigation by third parties.  The expense of defending 
against claims by third parties and paying any amount pursuant to settlements or judgments would, 
except in certain circumstances, be borne indirectly by the Company and thus reduce its net assets 
and have a materially adverse effect on its operating results. 

The existence of debt secured by the Properties (or any of them) creates special risks to the 
Property Subsidiaries and the Company, which could have an adverse effect on the Company’s 
performance. 

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

The Property could contain hazardous or toxic substances, and the Property Owners could be 
responsible under applicable federal, state and local environmental laws and regulations for 
cleaning up these substances and paying damages caused by them.   

Under various federal, state and local environmental laws and regulations, a current or 
previous owner or operator of real estate may be required to investigate and clean up hazardous or 
toxic substances or petroleum product releases or threats of releases at such property, and may be 
held liable to a government entity or to third parties for property damage and for investigation, 
clean up and monitoring costs, which we refer to as “Response Costs,” incurred by such parties 
in connection with the actual or threatened contamination.  Such laws typically impose clean-up 
responsibility and liability without regard to fault, or whether or not the owner knew of or caused 
the presence of the contamination.  The liability under such laws may be joint and several for the 
full amount of the Response Costs incurred or to be incurred or actions to be undertaken, although 
a party held jointly and severally liable may obtain contributions from other identified, solvent, 
responsible parties for their fair share of these costs.  The Response Costs may be substantial, and 
can exceed the value of the Property.  The presence of contamination or the failure to properly 
remediate contamination on the Property may adversely affect the Property Owners’ ability to sell 
or rent the Property or to borrow using the Property as collateral.  As a result of the foregoing, the 
Property Owners, and therefore, the Company, may suffer reduced revenues resulting in the 
Company making lower cash distributions to the Members.   

One or more Properties may be subject to the Americans with Disabilities Act, the compliance 
with which could increase the costs associated with such Property or Properties, and negatively 
affect the results of operations of the Property Owners, and therefore, the Company.   

The Properties will be required to comply with Title III of the Americans with Disabilities 
Act (the “ADA”) to the extent that the Properties (or any portion thereof) are “public 
accommodations” or “commercial facilities” as defined by the ADA.  Compliance with the ADA 
could require the Property Subsidiaries and/or the Company to perform such tasks as removing 
structural barriers to handicapped access in certain public areas of Property where such removal is 
readily achievable, the cost of which could adversely affect the results of operations of the Property 
Subsidiaries, and therefore, the Company.  In addition, non-compliance could result in the 
imposition of fines or an award of damages to private litigants, payable by the Property 
Subsidiaries and/or the Company.  
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The Company and Property Subsidiaries may not be able to obtain insurance to fully insure 
them against all potential losses, thus increasing its exposure to risk. 

The Company and/or Property Subsidiaries will attempt to maintain insurance coverage 
against liability to third parties and property damage as is customary for similarly situated 
businesses.  However, there can be no assurance that insurance will be available or sufficient to 
cover any such risks. Insurance against certain risks, such as earthquakes, floods, mold, or acts of 
terrorism may be unavailable, available in amounts that are less than the full market value or 
replacement cost of investment properties, or subject to a large deductible.  In addition, there can 
be no assurance that the particular risks which are currently insurable will continue to be insurable 
at acceptable rates. The occurrence of uninsured casualty losses or the incurrence of increased 
insurance costs could have an adverse effect on the performance of the Property Subsidiaries, and 
therefore, the Company. 

Market and Economic Conditions May Specifically Impact Revenue from Property Operations. 

 Local conditions in the market of each Mobile Home Park or Parking Asset may 
significantly affect occupancy, rental rates, and the operating performance of a Property. The risks 
that may adversely affect the Properties include the following: 

• Plant closings, industry slowdowns and other factors that affect the local economy. 

• An oversupply of, or a reduced demand for, mobile homes. 

• A decline in household formation or employment or lack of employment growth. 

• Rent control or rent stabilization laws, or other laws regulating mobile home parks 
or parking assets, that could prevent the Company from raising lot rents or selling mobile homes. 

• Economic conditions that could cause an increase in the Company's operating 
expenses, such as increases in property taxes, utilities, compensation of on-site associates and/or 
routine maintenance 

Market and economic conditions may impact the Property Value on resale. 

The sale price of a Property is likely dependent upon the condition of the economy in the 
area where such Property is located.  The Manager anticipates holding each Property for up to ten 
(10) years, or longer.  There is a risk that at the time of the projected sale, the marketplace may be 
different than projected, which may require that the Company hold a Property longer than 
anticipated, and/or sold at a loss.  Despite the Manager's projections, an Investor should be 
prepared to leave their Capital Contribution with the Company until all Properties owned by the 
Company are sold. 

Competition could impact occupancy or market rental rates. 

Mobile Home Parks owned by the Company will compete with other housing alternatives 
to attract residents, including other mobile home parks, apartments, condominiums and single-
family homes that are available for rent, as well as other mobile homes, new and existing 
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condominiums, and single-family homes for sale. Competitive residential housing in a particular 
area could adversely affect the Company's ability to sell its mobile homes, rent its mobile home 
lots as necessary to maintain occupancy, and/or to increase or maintain lot rental rates. 
Improvements to Properties planned by the Manager will be designed to make them more attractive 
to new and existing occupants, in hopes of creating a competitive advantage as compared to other 
housing alternatives in the marketplace. 

 Additionally, Parking Assets owned by the Company will compete with other parking 
alternatives to attract either longer term parking tenants or daily or hourly car owners for the use 
of any Parking Asset’s parking spaces.  Improvements to Properties planned by the Manager will 
be designed to make them more attractive to new and existing users of the Parking Assets, in hopes 
of creating a competitive advantage as compared to other parking alternatives in the marketplace. 

Vacancies and tenant defaults may reduce revenues. 

The Company depends on lot rental income and mobile home sales to pay both the 
operating expenses for its Properties and the Company itself. Vacant lots and/or purchase payment 
defaults by tenants and/or buyers of mobile homes sold by the Company could reduce the amount 
of Net Proceeds Available for Distribution that might otherwise be available for payment of its 
expenses and mortgage payments and/or Distribution to the Members, if the Properties were fully 
occupied and/or all occupants were making timely lot rent or purchase payments. Significant 
Company expenditures such as debt service payments, real estate taxes, insurance, and 
maintenance costs are generally not reduced when circumstances cause a reduction in income from 
Properties owned by the Company. 

A vacancy or default of a tenant on its lot rent or mobile home purchase payments will 
cause the Company to lose the revenue from that unit and if enough effective vacancies occur, it 
could cause the Company to have to find an alternative source of revenue to meet its mortgage 
payments and other operating expenses for a particular Property. In the event of a tenant default, 
the Company may experience delays in enforcing its rights as landlord and may incur substantial 
costs in evicting the tenant, removing its mobile home, and re-renting the affected lot. In the case 
of a default on a seller-financed mobile home, the Company could experience delays in enforcing 
its rights against a defaulting purchaser. 

The Manager will attempt to mitigate its effective vacancies by employing a marketing 
campaign and/or lease incentive programs. It will attempt to minimize tenant defaults by screening 
new tenants and potential mobile home buyers. The methods for screening new tenants and 
potential mobile home buyers will be determined on a case-by-case basis. The Manager will 
attempt to minimize such Losses by employing the Property Manager and/or legal counsel to 
promptly remove each defaulting tenant/buyer within the purview of the applicable law. 

The Company will rely on local property managers and contractors. 

The Company has no independent ability and/or resources to manage (except with respect 
to those Mobile Home Parks or Parking Assets that are managed by SCI) and/or renovate each 
Property it acquires.  The Company will rely upon the Property Manager and/or contractors to 
manage each Property and make renovations.  The Manager has carefully reviewed the past 
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experience, qualifications, and references of the Property Manager (other than SCI) and will 
carefully review the past experience, qualifications, and references of any contractors and will 
ensure that any contracts with such persons have appropriate termination clauses in the event of 
default thereof.  

Risk Associated with construction or development of associated property. 

The Company anticipates acquiring and renovating Mobile Home Parks and Parking 
Assets, certain individual mobile homes, and various amenities of the Properties. Additionally, 
some Mobile Home Parks or Parking Assets may have additional property or buildings which the 
Manager may need to manage, such as vacant land that can be developed as additional mobile 
home spaces, mini-storage, warehouses, etc. These activities may expose the Company to the 
following risks: 

• The Company may be unable to obtain, or experience delays in obtaining necessary 
zoning, occupancy, or other required governmental or third party permits and authorizations, 
which could result in increased costs or the delay or abandonment of opportunities. 

• The Company may incur costs that exceed original construction estimates due to 
increased material, labor and/or other costs. 

• Occupancy rates and rents of the Properties may fail to meet the Manager's 
expectations for a number of reasons, including changes in the market and economic conditions 
beyond the Manager's control and the development by competitors of competing communities. 

• The Company may be unable to complete the construction and the leasing of its 
Properties on the Company’s projected schedule, resulting in increased construction and/or 
financing costs and a potential decrease in anticipated revenues. 

• The Company may incur liabilities to third parties during the development process, 
for example, in connection with managing existing improvements on its sites or in connection with 
providing services to third parties, such as the construction of shared infrastructure or other 
improvements. 

The Company may incur liability if its Properties are not constructed and operated in compliance 
with accessibility provisions of the Americans with Disabilities Act, the Fair Housing Act or other 
federal, state or local requirements. Noncompliance could result in imposition of fines, an award 
of damages to private litigants, and a requirement that the Company undertake structural 
modifications to remedy the noncompliance. 
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Risks Relating to Individual Properties Acquired by the Company 

Due diligence may not uncover all material facts. 

It is possible that the Manager may not discover certain material facts about the Properties 
the Company acquires, because information presented by the sellers may be prepared in an 
incomplete or misleading fashion, and material facts related to the Properties may not be 
discovered and/or occur until after the acquisition thereof. 

The Manager has extensive prior experience in acquiring similar properties, however, and 
has used and will use its experience in such matters during the course of its due diligence. In 
addition, the Manager has employed and will employ an appropriately licensed (where applicable) 
or other local professional property managers, inspectors, appraisers, surveyors, contractors, 
and/or other consultants as the Manager may, in its sole discretion, deem necessary to assist in its 
due diligence efforts to obtain and verify material facts regarding the Properties, prior to 
acquisition. 

The Company anticipates using leverage. 

The Company anticipates the use of institutional financing in the acquisition and possible 
refinancing of its Properties. The Company's use of leverage potentially increases the risk of an 
investment in the Company, as it is possible that the rental income from the Properties in any 
month may be inadequate to allow the Company to make the monthly debt service required on 
each of the loans against its Properties. If the Company is unable to make the required financing 
payments on a Property, a lender may foreclose upon such Property and some or all of the 
Company's investment in such Property may be lost. 

The Manager anticipates that proposed loans for individual Properties will have an average 
loan to value ratio of between approximately fifty percent (50%) and seventy-five percent (75%) 
of the gross fair market value of each Property, with a maximum loan to value ratio of seventy 
percent (70%) of the Company’s Property portfolio (with a targeted loan to value ratio of between 
50% and 60% for the Company’s Property portfolio once fully stabilized), and mortgages will 
typically have balloon payments due five (5) to ten (10) years following the closing on each 
Property. The interest rate on the loans will typically be fixed, up to the prevailing market interest 
rates at the time such loan is secured by the Manager. The Company may refinance some or all of 
its Properties prior to expiration of the initial loan terms in lieu of resale. The monthly payments 
will generally be based on an amortization schedule ranging from twenty (20) to thirty (30) years. 

Because of balloon payments, to avoid a default, the Company must either: repay the 
principal, refinance the mortgage on or before the maturity date of the loan, or sell the Property 
upon which the loan was secured. No assurance can be given that the Company will be able to 
repay the principal and/or refinance a mortgage on one or more of its Properties at or prior to their 
maturity date thereof. No assurance can be made that the Company will be able to refinance any 
loan at an interest rate that is comparable to the current interest rate or on favorable terms in the 
future. 
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Mortgages typically contain customary covenants and the Company's continued ability to 
borrow against a Property is subject to compliance with these financial and other covenants. In 
addition, failure to comply with such covenants could cause a default under the applicable debt 
agreement, which would then require such debt to be repaid with capital from other sources. 

There is also the risk that, at the time of sale of a Property, the sales proceeds will be less 
than the amount needed to pay off the total remaining balance of any financing upon such Property 
at the time of sale, and as a result, some or all of the Company's investment in such Property could 
be lost therefrom. There is also a risk that if upon the expiration of the loan term, a Property cannot 
be sold or refinanced such that the proceeds generated thereby will ensure repayment of the 
remaining balance of such loan, and the Company may be forced to surrender such Property to the 
lender upon a foreclosure thereof, resulting in the total loss of all of the capital invested in such 
Property. 

Financial projections may be wrong. 

The Manager has not provided financial projections regarding operations of the Company. 
Prospective Investors should review the section commencing on page 24 this Memorandum 
describing the investment objectives and policies of the Company. It is possible that actual results 
from the operation of the Company may be different than the returns anticipated by the Manager, 
as such are detailed herein, and/or that these returns may not be realized in the timeframe projected 
by the Manager, if at all. The Manager will periodically provide the Members with information 
about the Properties it acquires on behalf of the Company. 

The Company's example financial projections in its Investment Summary has not been 
examined by an independent auditor or accounting firm. There can be no assurance that the 
Company's target returns based on its own internal financial projections will be realized. The 
Company's financial projections in its Investment Summary may contain forward-looking 
statements that involve risks and uncertainties, such as statements of the Company's plans, 
objectives, expectations, and intentions. The cautionary statements made in the Property 
Information Package should be read as being applicable to all related forward-looking statements 
wherever they appear. Furthermore, any Company financial projections have been prepared based 
upon the assumption that the Company will attain successful operations and obtain mortgage 
financing for Properties upon acceptable terms. Accordingly, the Company's actual results could 
materially differ from those anticipated by the Manager and detailed in the Investment Summary. 

Properties may not yield anticipated results. 

One or more Properties may fail to perform as the Manager anticipated when analyzing 
each investment thereto. Further, actual renovation and/or redevelopment costs of a Property may 
exceed the Manager's estimates of the cost of renovating and/or redeveloping a Property. The 
financial projections for a specific Property contemplated for purchase will be based on the 
Company's ability to secure a sufficient number of tenants or sales at the local estimated market 
rate, which is based on current rental and/or resale rates for mobile homes in the vicinity of such 
Property as well as a review of market rents/sale prices in comparable properties, to the extent 
comparable properties and resale mobile homes exist in the marketplace. There can be no 
assurances that the Company will be able to find a sufficient number of suitable occupants or that 
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the Company will be able to charge and collect its estimated market rates for lot rental or resale of 
storage facilities and mobile homes. 

Lack of reserves or working capital. 

A portion of the proceeds of this Offering will, in the Manager’s sole discretion, necessarily 
be set aside for working capital and reserves, and therefore, will not be available for investment. 
It is possible that expenses of acquiring, holding, and reselling the Properties may exceed the 
reserves or working capital the Manager has set aside for the Company, such that additional capital 
may be needed to operate the Company's business.  In the event that additional  capital  is  required 
as determined by the Manager in its sole discretion, an advance from the Manager and/or one or 
more of the Members, and/or obtaining additional outside financing may be needed to raise such 
capital. 

Title insurance may not cover all title defects. 

The Manager anticipates acquiring title insurance on each Property, but it is possible that 
title defects may arise in the future that are excluded from coverage and/or for which the title 
company may deny coverage, or that title insurance may not be available for certain Properties; in 
which case, the Company may have to defend or otherwise resolve such defects on its own, the 
cost of which may impact the profitability of such Property and/or the Company. 

Hazard insurance may not cover all hazards. 

To the extent possible, the Company will attempt to acquire insurance protecting the 
Company against fire, weather, or environmental hazards, theft and vandalism for each of its 
Properties. However, based upon the locale of a Property, such insurance may not be available in 
such areas, nor are all hazards insurable as some may be deemed acts of God or be subject to other 
policy exclusions. Furthermore, an insurance company may deny coverage for certain claims 
requiring the Company to initiate a lawsuit in order to receive coverage for such claims, resulting 
in further Losses to the Company. Additionally, a Property may be found to contain mold, which 
may not be covered by insurance and has been linked to health issues. Should an uninsured loss 
occur, the Company could lose its capital investment and/or anticipated Profits and cash flow from 
such Property, which could in turn cause the Manager, in its sole discretion, to reduce or eliminate 
the amount of distributions the Company makes to Members. 

Inclement weather could increase maintenance and repair costs 

Properties owned by the Company may be exposed to risks of inclement weather, 
including, but not limited to wind-related events such as severe thunderstorms, windstorms, 
tornadoes and/or hurricanes. Further, unpredictable winter conditions may result in indeterminate 
costs for the removal of snow and ice, as well weather delays in the renovation and redevelopment. 
In addition, inclement weather could increase the need for maintenance and repair of the 
Properties. As some of these hazards may be uninsurable, and/or the routine maintenance costs or 
damages caused by such hazards may be less than the insurance deductibles, the Company may 
need to expend its own funds for such repairs or mitigation. 
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Payments to service providers will reduce cash available for distributions. 

Payments to the Property Manager (or Affiliates of the Manager) in connection with the 
management and leasing of the Properties will be an expense of the Company, and will reduce the 
amount of cash available for distributions to Members. 
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CERTAIN UNITED STATES FEDERAL INCOME TAX CONSIDERATIONS 

 
Introduction 

The following is a general summary of certain United States (“U.S.”) federal income tax 
consequences associated with the acquisition, ownership and disposition of Units.  The discussion 
is limited to initial Investors in the Company who acquire their Units pursuant to this offering and 
hold their Units directly as capital assets for U.S. federal income tax purposes, but does not address 
every aspect of the U.S. federal income tax or other tax laws that may be relevant to Investors in 
light of their individual circumstances or to Investors subject to special treatment under U.S. 
federal income tax laws or other tax laws (such as, without limitation, banks, thrifts, persons liable 
for the alternative minimum tax or the Medicare contributions tax on net investment income and 
persons holding Units as beneficiaries of charitable remainder trusts, dual residents, expatriates, 
former long-term U.S. residents, Investors who acquire their Units in exchange for property other 
than cash, insurance companies, regulated investment companies, dealers in securities, and other 
Investors that do not own their Units as capital assets).  The discussion also does not address the 
tax considerations of Investors who are partnerships or other entities classified as a “flow-through” 
entities for U.S. federal income tax purposes or of Investors that acquire Units through any such 
entities.  Investors who are partnerships or other entities classified as partnerships for U.S. federal 
income tax purposes or who acquire Units through such entities should consult their own tax 
advisors regarding the U.S. federal, state, local, and foreign tax consequences to them of investing 
in the Units. Prospective Investors should consult their own tax advisors regarding the specific 
U.S. federal, state, local and non-U.S. tax consequences of investing in the Company.  

The discussion is based upon the U.S. Internal Revenue Code of 1986, as amended (the 
“Code”), U.S. Treasury Regulations (“Treasury Regulations”), judicial authorities, published 
positions of the U.S. Internal Revenue Service (the “IRS”) and other applicable authorities, all as 
in effect on the date hereof and all of which are subject to change or differing interpretations 
(possibly with retroactive effect).  No ruling has been, or will be, sought from the IRS or any other 
taxing authority regarding any matters discussed in this Memorandum, nor has counsel to the 
Company rendered any legal opinion regarding any tax consequences relating to the Company or 
an investment in the Company.  No assurance can be given that the IRS, or any other tax authority, 
would not assert, or that a court would not sustain, a position contrary to the discussion of any tax 
issue set forth in this Memorandum.  If the IRS were to challenge any of the matters described 
herein, the costs of any contest with the IRS will be borne indirectly by the Members because the 
costs will reduce the cash available for use by the Company and/or for distribution to the Members. 

For purposes of the following discussion, a “U.S. Investor” is a beneficial owner of Units 
that is (i) an individual who is a citizen or resident of the U.S., as determined under U.S. federal 
income tax principles, (ii) a corporation (or an entity treated as a corporation for U.S. federal 
income tax purposes) created or organized in or under the laws of the U.S. or any political 
subdivision thereof, (iii) an estate, the income of which is includible in gross income for U.S. 
federal income tax purposes regardless of its source; or (iv) a trust if (A) a U.S. court is able to 
exercise primary supervision over the administration of the trust and one or more U.S. persons has 
the authority to control all substantial decisions of the trust, or (B) the trust has a valid election in 
effect under applicable Treasury Regulations to be treated as a U.S. person. A “Non-U.S. 
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Investor” is a beneficial owner of Units that is not a partnership or an entity treated as a partnership 
for U.S. federal income tax purposes and is not a U.S. Investor. 
 

The statements below should not be construed as legal or tax advice and are not a substitute 
for the advice of an Investor’s own tax and legal advisors.  In making a decision to purchase Units, 
prospective Investors must rely on the advice of their own tax and legal advisors concerning the 
U.S. federal, state and local income tax consequences (including possible U.S. tax reporting 
requirements) to them of an investment in the Company, as well as any consequences under the 
laws of any other taxing jurisdiction.   

Although this summary does briefly describe certain tax considerations relevant to U.S. 
Investors that are exempt from U.S. federal income taxation under Section 501 of the Code 
(hereinafter, “Tax-Exempt U.S. Investors”) and Non-U.S. Investors, and such persons are not 
prohibited from purchasing Units, investment in the Company by such Investors requires special 
consideration. Tax-Exempt U.S. Investors are expected to incur an income tax liability with respect 
to their share of the Company’s “unrelated business taxable income.”  Non-U.S. Investors are 
expected to be subject to U.S. federal income tax payment and tax return filing requirements as a 
result of an investment in the Company.  Tax-Exempt U.S. Investors and Non-U.S. Investors 
should carefully review the discussion under “Certain Considerations for Tax-Exempt U.S. 
Investors” and “Certain Considerations for Non-U.S. Investors” and should consult with their own 
tax advisors as to the consequences to them of acquiring, holding and disposing of an investment 
in the Company. 
 
Tax Status of the Company 

The Company expects to be treated as a partnership, and not as an association or a publicly 
traded partnership taxable as a corporation for U.S. federal income tax purposes. As a partnership, 
the Company itself will generally not be subject to U.S. federal income tax.  The Company may 
own its interest in the Properties through one or more SubCos (each of which would be a wholly-
owned subsidiary of the Company) and/or one or more Property Subsidiaries, each of which would 
be a wholly-owned subsidiary of one of the SubCos. For so long as the Company remains the sole 
owner of the SubCos and the SubCos remain the sole owners of the Property Subsidiaries, each of 
the SubCos and Property Subsidiaries will be treated as disregarded as an entity separate from the 
Company for U.S. federal income tax purposes.  As a “disregarded entity,” the assets and liabilities 
of the individual SubCos and Property Subsidiaries would be treated as assets and liabilities of the 
Company, and the income, gains, losses, deductions and other tax items of the SubCos and 
Property Subsidiaries would be treated as tax items of the Company for U.S. federal income tax 
purposes. 

 
Under Section 7704 of the Code, “publicly traded partnerships” (“PTPs”) are generally 

treated as corporations for U.S. federal income tax purposes. It is intended that the Company will 
qualify for a safe harbor from PTP treatment or that it will be operated in a manner such that it will 
not be treated as a PTP.  

 
If for any reason the Company were taxable as a corporation or as an association taxable 

as a corporation in any taxable year, it would be subject to U.S. federal income tax (at corporate 
tax rates) on its items of income, gain, loss, or deduction (including the  items of income, gain, 
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loss and deduction attributable to the SubCos and Property Subsidiaries), without any deduction 
for distributions made to its beneficial owners.  The Company’s taxation as a corporation would 
likely materially reduce the cash available for use by the Company and the Property and/or for 
distribution to the Members, and thus would likely substantially reduce the value of the Units.  In 
addition, capital gains and losses and other income and deductions of the Company would not be 
passed through to its beneficial owners, the owners would be treated as shareholders for U.S. 
federal income tax purposes, and distributions to the owners would be (i) a taxable dividend to the 
extent of the Company’s current or accumulated earnings and profits (potentially subject to 
withholding tax with respect to Non-U.S. Investors, as further described under “Withholding 
Obligations as a Result of Non-U.S. Investors” below), then (ii) a nontaxable return of basis to the 
extent of the Member’s tax basis in its Units, and thereafter (iii) capital gain.   

The remainder of this discussion is based on the assumption that the Company will be 
treated as a partnership for U.S. federal income tax purposes, and that the SubCos and Property 
Subsidiaries will be disregarded as an entity separate from the Company for U.S. federal income 
tax purposes. 

U.S. Investors 

The discussion in this section outlines certain U.S. federal income tax principles that are likely 
to apply to the Company and to U.S. Investors, given the anticipated nature of the Company’s 
activities. Except where specifically addressing considerations applicable to Tax-Exempt U.S. 
Investors, the discussion assumes that each U.S. Investor is a U.S. citizen or resident individual or 
a U.S. domestic corporation that is not a Tax-Exempt U.S. Investor. In some cases, the activities 
of a U.S. Investor other than its investment in the Company may affect the tax consequences to 
such Investor of an investment in the Company. This discussion does not deal with all tax 
considerations that may be relevant to specific Investors in light of their particular circumstances. 

Taxation of Partners 

Subject to newly effective partnership audit rules (discussed below under “Tax Audits”), 
an entity that is treated as a partnership for U.S. federal income tax purposes is generally not a 
taxable entity. Instead, each partner is required to take into account its allocable share of items of 
income, gain, loss, deduction and credit of the partnership in computing its U.S. federal income 
tax liability, regardless of whether cash distributions are made.  As such, each U.S. Investor will 
be required to report on such U.S. Investor’s own U.S. federal income tax return his, her or its 
allocable share of the Company’s items of income, gain, deduction and loss for the taxable year 
ending within or with such U.S. Investor’s taxable year, generally as if these items had been 
recognized directly by that U.S. Investor (“Tax Items”), and will be required to pay U.S. federal 
income tax based on such Tax Items, regardless of whether the Company makes a corresponding 
distribution of property to such U.S. Investor.  In addition, certain investments held by the 
Company may give rise to income subject to U.S. federal income tax even though there has been 
no corresponding receipt of money or property by the Company.  In determining a U.S. Investor’s 
allocable share of the Company’s Tax Items, the allocation provisions contained in the Company 
LLC Agreement will govern, so long as the allocations provided for in such agreements have 
“substantial economic effect” (within the meaning of the Code) or are otherwise determined to be 
in accordance with the U.S. Investor’s Membership Interest in the Company.  While the Manager 
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believes that the allocations provided in the Company LLC Agreement are in accordance with the 
U.S. Investors’ interests in the Company, there can be no assurance that the IRS or a court will 
agree with all of the Company’s computations and allocations of the Company’s Tax Items.  If the 
IRS successfully challenged the allocations of the Company’s Tax Items, the re-determination of 
the allocations of the Tax Items to a particular U.S. Investor may differ from, and be less favorable 
than, the allocations provided for in the Company LLC Agreement, as a result of which the U.S. 
Investor may be subject to additional income tax liabilities based on the Company’s Tax Items in 
prior taxable years of the U.S. Investor. 

Any items of income, gain, loss or deduction recognized by the Company will generally 
retain the same character in the hands of the U.S. Investors as they have in the hands of the 
Company, and the Company anticipates that some portion of the taxable income earned by the 
Company will be ordinary income for U.S. federal income tax purposes or otherwise taxed at 
ordinary U.S. federal income tax rates for such purposes.   

It is possible that a U.S. Investor’s U.S. federal income tax liability with respect to his, her 
or its allocable share of the Company’s Tax Items in a particular taxable year could exceed the 
cash distributions to the U.S. Investor for the taxable year.  Under these circumstances, the U.S. 
Investor would be required to satisfy the U.S. federal income tax liability on his, her or its allocable 
share of the Company’s Tax Items with cash from sources other than the Company. Each U.S. 
Investor should ensure that it has sufficient funds from other sources to pay all tax liabilities 
resulting from the ownership of Units.  

Tax Basis Rules 

A U.S. Investor’s tax basis in its Units initially will be the amount paid for the Units plus 
the U.S. Investor’s share of the Company’s liabilities (as determined under U.S. Treasury 
Regulations governing the allocation of partnership liabilities among partners).  That tax basis 
generally will be (i) increased by the U.S. Investor’s allocable share of the Company’s income and 
any increases in the U.S. Investor’s share of the Company’s liabilities (as determined under U.S. 
Treasury Regulations governing the allocation of partnership liabilities among partners), and (ii) 
decreased, but not below zero, by the amount of all distributions received by such U.S. Investor, 
the U.S. Investor’s allocable share of any Company losses, and any decrease in the U.S. Investor’s 
share of the Company’s liabilities (as determined under U.S. Treasury Regulations governing the 
allocation of partnership liabilities among partners). Because a U.S. Investor’s tax basis in its Units 
is not increased on account of his distributive share of the Company’s income until the end of the 
Company’s taxable year, distributions during the taxable year could result in taxable gain to a U.S. 
Investor even though no gain would result if the same distributions were made at the end of the 
taxable year. Furthermore, the share of the Company’s income allocable to a U.S. Investor at the 
end of the Company’s taxable year would also be includible in the U.S. Investor’s taxable income 
and would increase its tax basis in its remaining Units as of the end of such taxable year. In 
addition, a U.S. Investor is allowed to deduct his, her or its allocable share of the Company’s losses 
(if any) only to the extent of such U.S. Investor’s adjusted tax basis in his, her or its Units at the 
end of the taxable year in which the losses occur, subject to the “at risk” rules, the “passive activity 
loss” rules, and certain other limitations, in each case as discussed below. 
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At-Risk Rules  

U.S. Investors who are either individuals, estates, trusts, or certain closely held C 
corporations are allowed to deduct their allocable share of the Company’s net losses (if any) for a 
given taxable year only to the extent of the amount that such U.S. Investor has “at risk” with respect 
to his, her or its interest in the Company at the end of the taxable year in which the net losses are 
recognized.  In general, a U.S. Investor will be at risk to the extent of its tax basis in its Units, 
reduced by (1) any portion of that basis attributable to the U.S. Investor’s share of the Company’s 
nonrecourse liabilities (provided, however, that certain nonrecourse indebtedness incurred with 
respect to the activity of holding real property may be exempt from this rule), (2) any portion of 
that basis representing amounts otherwise protected against loss because of a guarantee, stop-loss 
agreement or similar arrangement, and (3) any amount of money the U.S. Investor borrows to 
acquire or hold his, her or its Units, if the lender of those borrowed funds owns an interest in the 
Company, is related to another U.S. Investor or can look only to the Units for repayment. A U.S. 
Investor subject to the at-risk limitation must recapture losses deducted in previous years to the 
extent that distributions (including distributions deemed to result from a reduction in a U.S. 
Investor’s share of nonrecourse liabilities) cause the U.S. Investor’s at-risk amount to be less than 
zero at the end of any taxable year. 

Losses disallowed to a U.S. Investor or recaptured as a result of the basis limitations 
described above or the at-risk limitations will carry forward and will be allowable as a deduction 
in a later year to the extent that the U.S. Investor’s tax basis or at-risk amount, whichever is the 
limiting factor, is subsequently increased. Upon a taxable disposition of Units, any gain recognized 
by a U.S. Investor can be offset by losses that were previously suspended by the at-risk limitation 
but not losses suspended by the basis limitation. Any loss previously suspended by the at-risk 
limitation in excess of that gain can no longer be used, and will not be available to offset a U.S. 
Investor’s salary or active business income. 

Passive Activity Loss Rules 

U.S. Investors who are individuals, estates, trusts, closely held C corporations and personal 
service corporations are subject to the “passive loss” rules under the Code.  Taxpayers subject to 
such rules are allowed to deduct their allocable share of losses from passive activities (which 
generally are activities in which the taxpayer does not materially participate) only to the extent of 
the taxpayer’s income from its passive activities.  Taxpayers are not allowed to deduct passive 
activity losses against non-passive activity income, generally including (i) salary or other 
compensation for personal services, (ii) interest, dividends, annuities or royalties not derived in 
the ordinary course of a trade or business, and (iii) gain attributable to the disposition of property 
(a) producing such non-business income or (b) held for investment.  

To the extent that a taxpayer’s passive activity losses (including passive activity losses 
carried forward from earlier years) exceed income from all passive activities for such tax year, 
such excess losses are suspended and are carried forward to future years. Any such suspended 
passive activity losses may be used to offset passive income in future years and may be used to 
offset non-passive activity income upon the taxpayer’s taxable disposition to an unrelated party of 
its entire interest in the passive activity to which such suspended passive activity loss relates.  
Consequently, to the extent that a U.S. Investor’s allocable share of the Company’s losses is not 
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allowed by reason of the passive activity loss rules, such disallowed losses may be carried over by 
the U.S. Investor to subsequent taxable years and will be allowed if and to the extent of the U.S. 
Investor’s income from the Company in subsequent years.  A U.S. Investor will also be allowed 
to use any such suspended losses to offset non-passive activity income upon a complete disposition 
of the U.S. Investor’s Units to an unrelated party. 

The passive loss rules generally are applied after other applicable limitations on deductions, 
including the at-risk and basis limitations described above. 

Other Limitations on Deductions and Special Code Provisions 

Prospective U.S. Investors who are individuals or other non-corporate taxpayers should be 
aware that they could be subject to various other limitations on their ability to deduct their allocable 
share of certain of the Company’s items of loss and deduction. Such limitations could include, but 
are not limited to, those relating to limitations on interest deductions under Section 163(d) of the 
Code. Additionally, Section 704(d) of the Code prohibits a partner from claiming partnership 
losses in excess of the partner’s adjusted basis in its partnership interest.  This limitation will apply 
to both individual and corporate U.S. Investors.  In addition, certain of the Company’s items of 
loss and/or deduction may be characterized as “miscellaneous itemized deductions,” which are 
generally not deductible for an individual taxpayer under current law. Prior to TCJA, non-
corporate taxpayers could deduct certain miscellaneous itemized deductions to the extent they 
exceeded, in the aggregate, 2% of such taxpayer’s adjusted gross income. TCJA eliminates the 
miscellaneous itemized deduction for tax years beginning after December 31, 2017 and before 
January 1, 2026. 

The organizational and operating expenses of the Company, including the O&O Fee, the 
Asset Management Fee, and the Acquisition Fee, and any other amounts treated as compensation 
paid to the Manager, may be treated as miscellaneous itemized deductions subject to the foregoing 
rule or may be required to be capitalized.  Other limitations are also imposed on itemized 
deductions of high-income individuals. 

It is intended that the distributions made by the Company to the Manager (other than any 
distributions attributable to the Manager’s investment in the Company) (the “Carried Interest 
Distributions”) will constitute an allocable share of the Company’s profits and not a fee, and the 
Company shall report the Carried Interest Distributions in accordance with this treatment.  
However, no assurance can be given that the IRS will not successfully assert that the Carried 
Interest Distributions should be re-characterized as a fee, in which case the Members’ allocable 
share of such fee could be subject to the limitations on deductibility relating to miscellaneous 
itemized deductions, as described above.  

Organizational expenses of the Company generally are not currently deductible, but may, 
at the election of the Company, be amortized ratably over a period of not less than 180 months.  
Syndication expenses of the Company (i.e., expenditures made in connection with the marketing 
and issuance of Units, including placement fees) are neither deductible nor amortizable and must 
be capitalized and added to a U.S. Investor’s basis in its Units. 
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TCJA imposes certain new limitations on the ability of taxpayers to deduct “business 
interest” expenses under Code Section 163(j). If the Company borrows to make investments, 
deductions for interest payments may be limited. In general, “business interest” expenses are now 
deductible only to the extent of business interest income plus 30% of “adjusted taxable income.” 
Any disallowed amount may be carried forward indefinitely. For these purposes, “business 
interest” is interest paid or accrued with respect to indebtedness allocable to a trade or business 
and does not include investment interest expenses. The 30% limit applies to “adjusted taxable 
income.” For the first four years of this new limitation, a person’s “adjusted taxable income” means 
taxable income from trade or business activities, computed before any deductions for interest, 
depreciation, amortization, net operating losses and the new pass-through deduction. However, for 
taxable years beginning on or after January 1, 2022, depreciation and amortization deductions are 
not added back to net income. As a result, after 2021, a lower limit on the amount of interest that 
may be deducted will apply. To the extent the Company’s gross receipts remain under $25,000,000 
per year, or if the Company decides to make an election out of these rules, this limitation on the 
deductibility of interest expenses may not apply. However, in the event the Company does make 
an election out of these rules, depreciation deductions of U.S. Investors with respect to the 
Company may be subject to certain limitations. It is at this time unclear whether the limitation on 
deductibility described in this paragraph will apply. 

Pursuant to the CARES Act, the 30% limitation described in the foregoing paragraph is 
increased to 50% taxable years beginning 2020 for partnerships, such as the Company. Each 
prospective Investor should consult with his, her or its own tax advisors as to the consequences to 
them of acquiring, holding and disposing of an investment in the Company in light of any changes 
imposed by the CARES Act, including any elections that may be available to them thereunder. 

Limitation on Deductibility of Capital Losses 

It is possible that the Company will recognize capital losses that would flow through to the 
U.S. Investors for U.S. federal income tax purposes.  To the extent that capital losses are not 
otherwise limited by the other loss limitations described in this Memorandum, capital losses would 
only be deductible for a U.S. Investor to the extent of such U.S. Investor’s capital gains (subject 
to an exception for individuals under which $3,000 of capital losses may be offset against ordinary 
income per year).   

Distributions 

Distributions by the Company of cash to a U.S. Investor with respect to such U.S. 
Investor’s Units generally will not be taxable to a U.S. Investor to the extent of such U.S. Investor’s 
adjusted tax basis in his, her or its Units.  Rather, such distribution will reduce (but not below zero) 
the total tax basis of the Units held by the U.S. Investor after the distribution. Any cash distribution 
in excess of a U.S. Investor’s adjusted tax basis for its Units will be taxable to it as gain from the 
sale or exchange of such Units. 

In general, a U.S. Investor will not recognize gain or loss on the distribution of property 
(other than cash and, unless an exception applies, marketable securities) and the tax basis of a U.S. 
Investor in any property distributed will be the same as the Company’s tax basis but not in excess 
of the U.S. Investor’s adjusted tax basis for its Units, reduced by any cash distributed in the 
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transaction.  A U.S. Investor who receives an in-kind distribution of property in liquidation of its 
Units will have a basis in such property equal to such U.S. Investor’s adjusted basis in its Units, 
reduced by any cash distributed in the transaction.   

Any reduction in a U.S. Investor’s share of the Company’s liabilities (as determined under 
Treasury Regulations governing the allocation of partnership liabilities among partners) will be 
treated as a distribution by the Company of cash to that U.S. Investor. A decrease in a U.S. 
Investor’s percentage ownership in the Company because of the Company’s issuance of additional 
equity may decrease the U.S. Investor’s share of the Company’s liabilities.  

A non-pro rata distribution of money or property (including a deemed distribution as a 
result of the reduction in a U.S. Investor’s share of the Company’s liabilities) may cause a U.S. 
Investor to recognize ordinary income, if the distribution reduces the U.S. Investor’s share of the 
Company’s “unrealized receivables,” including depreciation recapture and substantially 
appreciated “inventory items,” in each case as defined in Section 751 of the Code (“Section 751 
Assets”). A U.S. Investor would be deemed to receive its proportionate share of the Section 751 
Assets and exchange such assets with the Company in return for a portion of the non-pro rata 
distribution, to the extent of the U.S. Investor’s reduction in its share of the Company’s liabilities. 
This deemed exchange generally will result in the U.S. Investor’s recognition of ordinary income 
in an amount equal to the excess of (1) the non-pro rata portion of that distribution over (2) the 
U.S. Investor’s tax basis (generally zero) in the Section 751 Assets deemed to be relinquished in 
the exchange. 

Sale of Units 
 

A U.S. Investor who sells his, her or its Units will recognize gain or loss measured by the 
difference between the amount realized on the sale and the U.S. Investor’s adjusted tax basis in 
the Units sold.  The amount realized by a U.S. Investor on a sale of Units generally will include 
any reduction in the U.S. Investor’s allocable share of the Company’s liabilities in connection with 
the sale (as determined under Treasury Regulations governing the allocation of partnership 
liabilities among partners), in addition to any proceeds from the sale.   

Any gain or loss recognized by a U.S. Investor on the sale of his, her or its Units will 
generally be treated as long-term capital gain or loss if the U.S. Investor held the sold Units for 
more than one year, except that all or a portion of such gain may be treated as ordinary income 
(even if the Units are held for more than one year) to the extent that the Company’s assets consist 
of Section 751 Assets.  Ordinary income attributable to Section 751 Assets may exceed net taxable 
gain realized on the sale of Units and may be recognized even if there is a net taxable loss realized 
on the sale of the Units.  Thus, a U.S. Investor may recognize both ordinary income and capital 
gain or loss upon the same sale of Units.  

Tax Elections 

The Manager has sole and absolute discretion to make all tax elections for the Company 
and the SubCos and Property Subsidiaries.  Such tax elections at the Company level or SubCo or 
Property Subsidiary level may affect the amount of taxable income or loss allocated to a U.S. 
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Investor for one or more taxable years of the Company, and/or the amount of taxable income or 
loss allocated to a U.S. Investor over the term of the Company. 

Reports to Partners 

In the event the Company is not able to deliver IRS Schedules K-1 (and corresponding 
state schedules) to U.S. Investors for a given taxable year of the Company prior to April 15th of 
the following taxable year, U.S. Investors may be required to obtain extensions for filing their U.S. 
federal, state and local income tax returns. There can be no assurance that the Company will deliver 
Schedules K-1 (and corresponding state schedules) to its Members prior to April 15th with respect 
to each taxable year. 

Additional U.S. Tax Considerations 

Adjustments to Basis of Assets   

The Company may make an election under Section 754 of the Code to adjust the tax basis of the 
assets of the Company in connection with a transfer of Units and certain distributions by the 
Company.  Making this election can introduce accounting complexities and associated expenses, 
which would be borne by the Company. Once the election is made, it cannot be revoked without 
the consent of the IRS.  A partnership is generally required, under certain circumstances, to reduce 
the basis of its assets in connection with certain transfers of Units and certain distributions by the 
partnership. At this time it is unclear whether or not the Company will make an election under 
Section 754 of the Code. 

Tax Audits 

Pursuant to the Company LLC Agreement, each Investor will agree to report such 
Investor’s allocable share of the Company’s income, gains, losses, deductions and other tax items 
in a manner consistent with the Schedule K-1 issued to such Investor by the Company. 

New rules significantly alter the procedures governing U.S. federal income tax audits of 
partnerships. Such audits will continue to be conducted at the partnership level, but unless a 
partnership qualifies for and affirmatively elects an alternative procedure, any adjustments to the 
amount of tax due (including interest and penalties) will be payable by the partnership. Thus, under 
the new rules, the Company, and not the Investors, will become responsible for the payment of 
any tax assessed by the IRS in an audit of the Company. Under the alternative procedure, if elected, 
a partnership would issue information returns to persons who were partners in the audited year, 
who would then be required to take the adjustments into account in calculating their own tax 
liability, and the partnership would not be liable for the adjustments. If the Company is able to and 
in fact elects the alternative procedure for a given adjustment, the amount of taxes for which such 
persons will be liable will be increased by any applicable penalties and a special interest charge.  

 
There can be no assurance that the Company will be eligible to make such an election or 

that it will, in fact, make such an election for any given adjustment. If the Company does not or is 
not able to make such an election, then (1) the then-current Members, in the aggregate, could 
indirectly bear income tax liabilities in excess of the aggregate amount of taxes that would have 
been due had the Company elected the alternative procedure, and (2) a given Member may 
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indirectly bear taxes attributable to income allocable to other Members or former Members, 
including taxes (as well as interest and penalties) with respect to periods prior to such Member’s 
ownership of Units. Accordingly, it is possible that an Investor will bear tax liabilities unrelated to 
its ownership of Units. Amounts available for distribution to the Members may be reduced as result 
of the Company’s obligations to pay any taxes associated with an adjustment. Alternatively, if the 
Company does make such an election, the partnership representative may require the Members to 
file amended tax returns or otherwise promptly provide any information reasonably requested by 
the tax representative. 

 
Under the new rules, the Manager will serve as or appoint a “partnership representative” 

who will be given the authority to exercise certain procedural and related rights related to tax audits 
and controversies. The partnership representative of the Company will have the power to agree to 
an assessment against the Company by the IRS and to cause the Company to elect to shift the 
burden of any imputed underpayment of the Company to the persons who were Members of the 
Company during the audited year. In addition, the Company and each Member will be bound by 
the actions taken by the partnership representative on behalf of the Company during any audit or 
litigation proceeding concerning U.S. federal income taxes. 

 
The Company LLC Agreement provides that each Member will be required to (i) cooperate 

with the partnership representative in connection with any tax examinations, audits or other 
proceedings of the Company, (ii) to indemnify the “partnership representative” and its agents for 
its costs incurred in its capacity as “partnership representative, and (iii) to indemnify the Company 
for any taxes imposed directly on the Company.  The Company will reimburse the “partnership 
representative” for expenses incurred in such capacity. 

The partnership representative has discretion to cause tax liabilities resulting from final 
audit adjustments to be made at the Member or at the Company level. Such actions could cause 
Members to be subject to higher rates of interest on tax underpayments resulting from an audit. 
Each Member must agree to provide promptly, and to update as necessary at any times requested 
by the partnership representative, all information, documents, self-certifications, tax identification 
numbers, tax forms, and verifications thereof, that the partnership representative deems necessary 
generally in connection with (i) certain elections by the Company relating to audits of the 
Company, and (ii) an audit or a final adjustment of the Company by a taxing authority. Each 
Member covenants and agrees to take any action reasonably requested by the Company in 
connection with an audit or a final adjustment of the Company by a taxing authority (including, 
without limitation, promptly filing amended tax returns and promptly paying any related taxes, 
including penalties and interest) and certain elections relating to audits of the Company. The 
limitations period for assessment of deficiencies and claims for refunds with respect to items 
related to the Company is generally three years after the Company’s return for the taxable year in 
question is filed, and the partnership representative has the authority to, and may, extend such 
period with respect to all Members. It is possible that the IRS will audit the information returns to 
be filed by the Company. If an audit results in an adjustment, each Investor may be required to pay 
additional taxes, interest and possibly penalties and additions to tax. There can be no assurance 
that the Company’s tax return will not be audited by the IRS or that no adjustments to such returns 
will be made as a result of such an audit. If the IRS audits the tax returns of the Company, an audit 
of such Investors’ own returns may result. Investors will bear the cost of audits of their own returns. 
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U.S. Foreign Account Tax Compliance Act.   

Sections 1471 through 1474 of the Code and the Treasury Regulations promulgated thereunder 
(“FATCA”) impose a 30% withholding tax on certain payments received by foreign financial 
institutions, their affiliates and certain other foreign entities, unless the payee entity agrees to 
comply with certain due diligence, reporting and related requirements.  Persons located in a 
jurisdiction that has entered into an intergovernmental agreement with the U.S. governing FATCA 
(an “IGA”) may be subject to different rules.  Withholding under FATCA applies to certain 
payments of U.S. source income such as interest and dividends, and, subject to the promulgation 
of additional guidance by the IRS, could apply to gross proceeds from the sale of most U.S. 
securities in the future.  Accordingly, the Company may be required to withhold under FATCA on 
distributions or other payments to Members that fail to comply with the applicable requirements 
of FATCA or an applicable IGA or related legislation or to timely certify as to such compliance.  
Members will be required to timely furnish to the Company any information, certification, 
representation, form or other documentation reasonably requested by the Manager for the 
Company to fulfill its obligations under FATCA, an applicable IGA and any related legislation.  
A U.S. Investor will generally be required to provide to the Company a properly completed and 
duly executed IRS Form W-9 (or applicable substitute form).  A Non-U.S. Investor will generally 
be required to provide to the Company a properly completed and duly executed applicable IRS 
Form W-8 and information which identifies its direct and indirect U.S. ownership and, if 
applicable, its Global Intermediary Identification Number.  Any such information provided to the 
Company may be shared with the IRS.  The Manager may take any action in relation to a Member 
to ensure that any FATCA withholding is economically borne by the Member whose failure to 
provide any necessary information or take any necessary action gave rise to the withholding under 
FATCA, any applicable IGA or related legislation.  Investors should consult their own tax advisors 
regarding the impact of FATCA and any applicable IGA and related legislation on their 
investments in the Company. 

Withholding Obligations as a Result of Non-U.S. Investors 

The Company may have Members that are Non-U.S. Investors, in which case the Company 
would be required to remit to the IRS, on or before the fifteenth day of the fourth, sixth, ninth and 
twelfth months of each taxable year of the Company, withholding taxes with respect to the Non-
U.S. Investors’ allocable share of the Company’s taxable income.  This withholding requirement 
is based on the Non-U.S. Investors’ allocable share of the Company’s taxable income, and thus is 
triggered by the recognition of such income by the Company.  The withholding requirement is not 
triggered by, or dependent on, cash distributions that are actually made to the Non-U.S. Investors.  
Accordingly, these withholding taxes must be paid by the Company regardless of whether the 
Company has received distributions of the cash corresponding to such taxable income, and 
regardless of whether the Company will be making cash distributions to the Members on or around 
the dates on which the Company is required to remit such amounts.  The rate that is applied in 
determining the Company’s withholding obligation is the highest marginal tax rate applicable to 
the Non-U.S. Investor based on the type of income allocable to the Non-U.S. Investor.  If the 
Company, the Manager, the Tax Representative, the Designated Individual, or any of their 
respective Affiliates, or any of their respective Members, partners, members, officers, 
directors, employees, managers and, as determined by the Manager in its discretion, 
consultants or agents, becomes liable as a result of a failure to withhold and remit taxes in 
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respect of any Member (other than the Manager) or otherwise, then, in addition to, and without 
limiting any indemnities for which such Member may be liable under this Agreement, such 
Member (other than the Manager) shall, to the fullest extent permitted by law, indemnify and 
hold harmless the Company, the Manager, the Tax Representative, the Designated Individual, 
or any of their respective Affiliates, or any of their respective Members, partners, members, 
officers, directors, employees, managers and, as determined by the Manager in its discretion, 
consultants or agents, as the case may be, in respect of all such taxes.     

State and Local Tax Consequences 

Members (including Non-U.S. Investors) may be liable for state and local income taxes 
payable in the states and localities in which such Members are a resident or are doing business, 
and in states and localities in which the Company conducts, or is deemed to be conducting, 
business.  In addition, the Company may operate in states and localities which impose taxes on the 
Company’s assets or income.  The income tax laws of each state and locality may differ from the 
above discussion of U.S. federal income tax laws.  In addition to the foregoing, prospective 
Investors should consider that in certain states, Members may be subject to restrictions and 
limitations on their ability to claim deductions attributable to their allocable share of certain items 
of deduction or loss from the Company, including, without limitation, their allocable share of 
interest expense from the Company.   
 

Based on the foregoing, each prospective Investor should consult its tax counsel with 
respect to the state and local tax consequences of acquiring, holding and disposing of Units, 
including, without limitation, their ability to claim deductions attributable to their allocable share 
of interest expense from the Company, as well as their allocable share of other items of deduction 
or loss from the Company. 

Tax Return Disclosure and Investor List Requirements 

U.S. Treasury Regulations generally require participants in a “reportable transaction” to 
disclose certain information about the transaction to the IRS (the “Disclosure Requirement”).  In 
addition, organizers, sellers, and certain advisors of a reportable transaction are required to 
maintain certain records, including lists identifying the Investors in a transaction, and to furnish 
those records, as well as detailed information regarding the transaction, to the IRS upon demand 
(the “List Maintenance Requirement”). A transaction may be a “reportable transaction” based 
upon any of several indicia, one or more of which may be present with respect to an investment in 
the Units. 

While the Disclosure Requirement and the List Maintenance Requirement are directed 
towards “tax shelters,” they may apply to transactions that would not typically be considered tax 
shelters, and the Code and U.S. Treasury Regulations impose significant penalties for failure to 
comply with these requirements. Investors should consult their tax advisers concerning any 
possible disclosure obligation with respect to their investment in Units and should be aware that 
the Company and other participants in the transactions contemplated in this Memorandum intend 
to comply with the Disclosure Requirement and the List Maintenance Requirement to the extent 
that they determine that they are required to comply with such requirements. 
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Certain Considerations for Tax-Exempt U.S. Investors 

An investment in the Company is expected to generate “unrelated business taxable income” 
(“UBTI”) for U.S. federal income tax purposes (and may have other adverse tax consequences) 
for Tax-Exempt U.S. Investors.  Generally, UBTI includes income or gain derived from a trade or 
business, the conduct of which is substantially unrelated to the exercise or performance of the Tax-
Exempt U.S. Investor’s exempt purpose or function.  Receipt of UBTI may subject charitable 
remainder trusts to severe income tax consequences, including subjecting all of their UBTI to a 
100% tax.  When computing UBTI, a Tax-Exempt U.S. Investor must include its share of income 
of any partnership of which it is a partner to the extent that such income would be UBTI if earned 
directly by the Tax-Exempt U.S. Investor.  UBTI generally does not include dividends, interest, 
royalties or gains from the sale, exchange or other disposition of property (other than inventory or 
property held primarily for sale to customers in the ordinary course of a trade or business, such as 
the trade or business of a dealer).  However, UBTI includes “unrelated debt-financed income,” 
which is generally defined as any income or gains derived from property with respect to which 
“acquisition indebtedness” has been incurred, even if the income would otherwise be excluded in 
computing UBTI.  Because of the Company’s anticipated activities and its anticipated use of 
leverage to fund some of its investments, it is likely that Tax-Exempt U.S. Investors will realize 
significant UBTI as a consequence of an investment in the Company.  New rules under TCJA 
prevent tax-exempt organizations from using net operating loss deductions from one unrelated 
trade or business to offset UBTI from a different unrelated trade or business. Prospective Tax-
Exempt U.S. Investors are urged to consult their own tax advisors concerning the U.S. federal, 
state, local and non-U.S. tax consequences associated with an investment in the Company. 

Certain Considerations for Non-U.S. Investors 

The discussion in this section is limited to the U.S. federal income tax consequences 
applicable to a Non-U.S. Investor that is neither (i) an individual present in the United States for 
183 days or more in a taxable year nor (ii) an expatriate or former long-term resident of the United 
States.  Prospective Non-U.S. Investors should be aware that they will likely be required to pay 
U.S. federal income taxes on a substantial portion, if not all, of the income and gain derived from 
an investment in the Company. 

The Company expects that it will be treated as engaged in the conduct of a U.S. trade or 
business for U.S. federal income tax purposes, and because the Company’s conduct of such U.S. 
trade or business will be imputed to Non-U.S. Investors for U.S. federal income tax purposes, Non-
U.S. Investors will be treated as engaged in the conduct of a U.S. trade or business.  A Non-U.S. 
Investor’s allocable share of the Company’s taxable income generally will be treated as income 
that is “effectively connected” with such U.S. trade or business (“ECI”).  As a result, Non-U.S. 
Investors will be required to file U.S. federal income tax returns (and possibly state and local tax 
returns), and generally will be subject to U.S. federal income tax on their allocable share of the 
Company’s taxable income in the same manner as U.S. Investors investing in the Company.  As 
noted above under “Withholding Obligations as a Result of Non-U.S. Investors,” the Company 
will be required to periodically withhold and remit to the IRS a portion of the income and gains from 
such investments or activities that are effectively connected with such U.S. trade or business, at the 
various rates applicable to the Non-U.S. Investors, whether or not the Company makes any actual 
distributions to the Non-U.S. Investors.  Furthermore, Non-U.S. Investors that are corporations may 
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be subject to a 30% U.S. “branch profits tax” on their allocable share of the Company’s taxable 
income at the time that such income is repatriated or deemed repatriated under certain U.S. federal 
income tax principles. 

A Non-U.S. Investor will be subject to a 30% withholding tax with respect to its allocable 
share of the Company’s U.S. source interest, dividend, and other passive income for that tax year 
that is not ECI.  An exemption from the 30% withholding tax applies to interest derived from 
certain portfolio debt instruments.  A Non-U.S. Investor will generally be exempt from U.S. 
taxation on its allocable share of non-effectively connected capital gains (subject to the discussion 
below regarding dispositions of U.S. real property interests).  See also the discussion on FATCA 
above. 

Regardless of whether the activities of the Company constitute a U.S. trade or business or 
generate ECI, under the Foreign Investment in Real Property Tax Act, as amended (“FIRPTA”), 
a Non-U.S. Investor generally will be subject to U.S. federal income tax on gain from the 
disposition of a “United States real property interest” (“USRPI”) as if the gain were ECI.  The 
Company anticipates holding significant interests in investments that are treated as a USRPI for 
U.S. federal income tax purposes and so the Company anticipates that Units would be deemed 
USRPIs. Income derived from the gain on the sale of a USRPI would be treated as ECI.  Generally, 
the Company will be required to withhold on the proceeds of the sale of a USRPI allocable to a 
Non-U.S. Investor.   

Gain on the sale of a Non-U.S. Investor’s Units is expected to be subject to U.S. federal 
income tax (which the purchaser will be required to withhold at up to a fifteen percent (15%) rate. 
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POTENTIAL CONFLICTS OF INTEREST; AFFILIATE AND THIRD PARTY FEES 

 
The Manager.  The Company will reimburse the Manager (or pay on its behalf) for certain 
expenses incurred in connection with the organization of the Company and the Property 
Subsidiaries, as well as those incurred in connection with the Offering and the acquisition of each 
Property.   
 
Acquisition Fee.  The Manager will be paid an acquisition fee equal to up to 2.5% of the total 
capitalized acquisition costs incurred by the Company in acquiring each Property. 
 
Asset Management Fee.  The Manager shall be paid a fee equal up to 1.0% of the Real Estate 
Asset Value (as defined below) for all Properties per annum, unless the Appraised Property Value 
(as defined below) is readily available (due to a refinancing for example), in which case the 
Company will pay the Manager up to 1.0% of the greater of (a) the Real Estate Asset Value, or (b) 
the Appraised Property Value (the “Asset Management Fee”). The Asset Management Fee shall 
be paid on a monthly basis; provided, however, that the Manager shall have the right to determine, 
at its sole discretion, whether to receive or defer the Asset Management Fee (and whether to 
receive the full amount of the Asset Management Fee payable hereunder). The Asset Management 
Fee shall accrue, if unpaid.  As used herein, the term “Appraised Property Value” shall mean the 
total gross fair market value of a Property, as determined by an independent, certified real estate 
appraiser, and the term “Real Estate Asset Value” shall mean the total purchase price with respect 
to a Property purchased by the Company, including all capitalized acquisition costs for such 
Property 
 
O&O Fee.  The Manager shall receive a one-time fee (the “O&O Fee” of up to 5.0% of the gross 
proceeds raised in the Offering.  The Manager will be responsible for paying all Organization and 
Offering Expenses and all Selling Commissions out of this O&O Fee (and if the aggregate amount 
of such fees exceeds the amount of the O&O Fee, the Manger shall be solely responsible for paying 
any excess). 
 
Property Management Fees.  Sunrise Communities, LLC, a Florida limited liability corporation 
and an Affiliate of the Company (“SCL”) or one or more other property managers (each of which 
may be an Affiliate of the Company or an unrelated and unaffiliated third party) shall be the 
manager of each Property (collectively referred to herein as the “Property Manager”) will be paid 
(i) a monthly management fee equal to a market management rate, anticipated (as of the date of 
this Memorandum) to be approximately five percent (5.0%) of gross revenues of each Property for 
such month, which management fee shall be paid in arrears, upon the terms and provisions of the 
applicable Property Management Agreement, which contains customary terms and conditions of 
property management agreements with institutional property managers for similarly situated 
properties. 
 
Indemnification of the Manager.  The Company LLC Agreement requires the Company to 
indemnify the Manager and its affiliates for any losses or expenses suffered by it by reason of 
being the Manager, except in the cases of fraud, willful misconduct or gross negligence of such 
indemnified party.  Insofar as indemnification for liabilities arising under the Act may be permitted 
with respect to officers and controlling persons of the Company pursuant to the Company LLC 
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Agreement or otherwise, the Company has been advised that such indemnification may be against 
public policy as expressed in the Act and may therefore be unenforceable.  In the event that a claim 
for indemnification against such liabilities (other than the payment by the Company of expenses 
incurred or paid by an officer or controlling persons of the Company in the successful defense of 
any action, suit or proceeding) is asserted by such officers or controlling persons in connection 
with securities of the Company being offered as part of the Offering, the Company will, unless in 
the opinion of its counsel the matter has been settled by controlling precedent, submit to a court of 
appropriate jurisdiction the question of whether such indemnification by it is against public policy 
as expressed in the Act and will be governed by the final adjudication of such issue.  
 
Lack of Separate Representation.  No independent legal counsel or other professional advisor has 
been retained to provide advice solely for the benefit of the Investors.  Prospective Investors are 
advised to consult with their own attorneys and other professional advisors in evaluating this 
Offering. 
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LEGAL PROCEEDINGS 

There are no pending legal proceedings to which any of the Company, the Manager or any 
Property Subsidiary is a party. 
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SUBSCRIPTION PROCEDURES 

If you desire to subscribe for Units, you must be an “accredited investor” (as defined in 
Rule 501(a) of Regulation D promulgated under the Act).  In order to invest, each Investor must 
review, complete, and execute the Subscription Agreement by clicking on the “InvestNow!” button 
found on such website address as is to be provided by the Manager and following the procedure to 
subscribe set forth in the Subscription Agreement, and send funds to the applicable account for the 
benefit of the Company opened with the applicable FundAmerica Entity as set forth in the 
Subscription Agreement.  Legally, the Subscription Agreement contains the Investor's 
representations and warranties as to its qualifications and suitability to invest in this Offering and 
the amount the Investor is planning to invest, and the Manager's acknowledgment of the 
investment.  All subscriptions will be funding into the escrow account as described in this 
Memorandum and the Company LLC Agreement, and Investor shall only be accepted as a Member 
in the Company in accordance with procedures set forth in this Memorandum and the Company 
LLC Agreement. 

The Manager, in its sole discretion at any time, may withdraw and terminate this Offering 
in whole or in part or in respect of any particular jurisdiction if any such Offering would adversely 
affect the Company.   
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ANNEX A 

Company LLC Agreement 

[Attached hereto]
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ANNEX B 

Subscription Agreement 
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ANNEX C 

Executive Summary 
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LIMITED LIABILITY COMPANY AGREEMENT  
OF SCI GROWTH & INCOME FUND III, LLC 

THIS LIMITED LIABILITY COMPANY AGREEMENT (as amended, restated or 
otherwise modified from time to time, and including any and all exhibits and/or schedules 
hereto, this “Agreement”) of SCI GROWTH & INCOME FUND III, LLC (the “Company”) 
is entered into as of the 1st of October, 2020 (the “Effective Date”), by and among SUNRISE 
MANAGER III, LLC, a Delaware limited liability company (“Fund III Manager”) as the 
initial manager of the Company (in such capacity, the “Manager”), each Person (as defined 
below) listed on Exhibit A, Exhibit B, or Exhibit C attached hereto as a Member (as defined 
below) and such other Persons who may from time to time become Members pursuant to the 
terms of this Agreement. 

W I T N E S S E T H 

WHEREAS, the Class D Member formed SCI GROWTH & INCOME FUND III, 
LLC, a Delaware limited liability company (the “Company”) effective June 29, 2020, by filing 
the Certificate (as hereinafter defined) with the Secretary of State of Delaware; and 

WHEREAS, the Members desire to adopt this Agreement to evidence their agreement 
and understanding concerning the Company, its business, assets, operations, the Members’ 
right to manage the Company and the Members’ interests in the profits, losses, capital and 
liabilities of the Company, in accordance with the terms set forth herein. 

NOW, THEREFORE, in consideration of the mutual covenants and agreements herein 
contained and other good and valuable consideration, the receipt, adequacy and sufficiency 
of which are hereby acknowledged, the parties hereto, intending legally to be bound, hereby 
agree as follows: 

ARTICLE I 
DEFINED TERMS 

Except as otherwise herein expressly provided, the following terms and phrases shall 
have the meanings set forth below: 

“Acceptance” and “Accepted” means, for any Non-Sponsor Member, the date(s) on 
which the applicable subscriber for Units is admitted to the Company by the Manager as a 
Member and the Manager accepts such Non-Sponsor Member’s Capital Contribution. 

“Accrual Period” means, with respect to the Unpaid Preferred Return of any Member, 
the period commencing on the date such Member’s aggregate Capital Contribution is drawn 
by the Company out of the Prime Trust Escrow Account (or, with respect to a Section 721 
Exchange, the date upon which the applicable property is acquired by the Company) (in each 
case, the “Drawdown Date”), and through and including the date that such Member’s 
Unreturned Capital balance is zero.  For the avoidance of doubt, the Preferred Return shall 
not begin to accrue immediately upon the funding of a Capital Contribution by an Investor 
into the Prime Trust Escrow Account (to be held by the Company in escrow until such time, 



 

4834-8315-1004.13  2  

if ever, as such Capital Contribution is drawn out of the Prime Trust Escrow Account by the 
Company, at which time the applicable Investor shall be Accepted into the Company as a 
Member). 

“Acquisition Fee” shall have the meaning set forth in Section 7.14. 

“Act” means the Delaware Limited Liability Company Act, as it may be amended from 
time to time (or any corresponding provisions of succeeding law). 

“Additional Capital Contribution” means the amount of money, if any, in addition to 
the original Capital Contributions, required by the Manager to be contributed to the Company 
by the Members, as set forth in Section 4.01 (and actually contributed to the capital of the 
Company by the Contributing Members as set forth in such Section). 

“Adjusted Capital Account Deficit” means, with respect to any Member, the deficit 
balance, if any, in such Member’s Adjusted Capital Account as of the end of the relevant 
Fiscal Year. 

“Adjusted Capital Account” means, with respect to any Member, such Member’s 
Capital Account balance as of the end of the relevant Fiscal Year, after giving effect to the 
following adjustments: (i) crediting to such Capital Account any amounts that such Member 
is obligated to restore or is deemed to be obligated to restore pursuant to Regulations Sections 
1.704-2(g), and 1.704-2(i)(5), and (ii) debiting to such Capital Account the items described in 
Regulations Sections 1.704-1(b)(2)(ii)(d)(4), (5), and (6).  The foregoing definition is 
intended to comply with Regulations Section 1.704-1(b)(2)(ii)(d), and shall be interpreted 
consistently therewith. 

“Affiliate” means (i) any Person or entity directly or indirectly through one or more 
intermediaries controlling, controlled by or under common control with another Person or 
entity; (ii) any Person or entity owning or controlling ten percent (10.0%) or more of the 
outstanding voting securities of another Person or entity; (iii) any officer, director, partner or 
trustee of such Person or entity and (iv) if such other Person or entity is an officer, director, 
partner or trustee of a Person or entity, the Person or entity for which such Person or entity 
acts in any such capacity. 

“Agreement” shall have the meaning set forth in the introductory paragraph hereto. 

“Appraised Property Value” means the total gross fair market value of a Property, as 
determined by an independent, certified real estate appraiser. 

“Asset Management Fee” shall have the meaning set forth in Section 7.15. 

“Assumed Tax Rate” shall mean, for any Fiscal Year, the sum of (a) the highest 
marginal U.S. federal income tax rate assessable for such year on the ordinary income of 
individual taxpayers and (b) the highest marginal California state income tax rate assessable 
for such year on the ordinary income of individual taxpayers resident in California, taking into 
account the character of income (e.g., long-term or short-term capital gain, ordinary or tax-
exempt, or “qualified business income,” “qualified REIT dividend” income or “qualified publicly 
traded partnership income” under Code Section 199A). 
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“Available Cash” as of any date means all Cash Flow (whether resulting from either 
Net Operating Proceeds or Net Capital Proceeds) that the Manager determines is available for 
distribution to the Members as of such date. 

“Bankruptcy” of a Person shall be deemed to have occurred when (i) the Person 
commences a voluntary proceeding seeking liquidation, reorganization or other relief under 
any bankruptcy, insolvency or other similar law now or hereafter in effect, (ii) the Person is 
adjudged as bankrupt or insolvent, or a final and nonappealable order for relief under any 
bankruptcy, insolvency or similar law now or hereafter in effect has been entered against the 
Person, (iii) the Person executes and delivers a general assignment for the benefit of the 
Person’s creditors, (iv) the Person files an answer or other pleading admitting or failing to 
contest the material allegations of a petition filed against the Person in any proceeding of the 
nature described in clause (ii) above, (v) the Person seeks, consents to or acquiesces in the 
appointment of a trustee, receiver or Liquidator for the Person or for all or any substantial part 
of the Person’s property, (vi) any proceeding seeking liquidation, reorganization or other relief 
under any bankruptcy, insolvency or other similar law now or hereafter in effect has not been 
dismissed within one hundred twenty (120) days after the commencement thereof, (vii) the 
appointment without the Person’s consent or acquiescence of a trustee, receiver or Liquidator 
has not been vacated or stayed within ninety (90) days of such appointment, (viii) an 
appointment referred to in clause (vii) is not vacated within ninety (90) days after the 
expiration of any such stay or the Person admits in writing its inability to pay its debts 
generally as they become due or admits that it is otherwise insolvent. 

“Buy-Out Price” shall have the meaning set forth in Section 15.11(b). 

“Buy-Out Right” shall have the meaning set forth in Section 15.11(a). 

“Capital Account” shall have the meaning set forth in Section 6.01(a). 

“Capital Contribution” means, for any Member, the sum of the amount of cash and the 
fair market value of other property (determined as of the time of the contributed and net of 
liabilities secured by such property that the Company assumes or to which the Company’s 
ownership of the property is subject) actually contributed by such Member to the capital of 
the Company. 

“Capital Transaction” means a sale by the Company of any Property Subsidiary, a sale 
by any Property Subsidiary of the Property held by such Property Subsidiary, a refinancing 
with respect to any Property, or any other transaction of the Company or any Property 
Subsidiary that is capital in nature, as determined in good faith by the Manager. 

“Cash Flow” means Net Operating Proceeds and Net Capital Proceeds collectively. 

“Certificate” means the Certificate of Formation of the Company filed in the Office of 
the Secretary of State of Delaware, as amended from time to time in accordance with the 
terms hereof and the Act. 

“Class A Members” means those Members holding Class A Units, and who have been 
Accepted as a Member of the Company pursuant to the terms and conditions hereof. 
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“Class A Minimum Investment Amount” shall have the meaning set forth in Section 
4.01(a). 

“Class A Units” means the Class A Units issued or authorized to be issued by the 
Company in accordance with this Agreement.  Class A Units shall be non-voting, except as 
otherwise specifically provided for in this Agreement. 

“Class B Members” means those Members holding Class B Units, and who have been 
Accepted as a Member of the Company pursuant to the terms and conditions hereof. 

“Class B Minimum Investment Amount” shall have the meaning set forth in Section 
4.01(a). 

“Class B Units” means the Class B Units issued or authorized to be issued by the 
Company in accordance with this Agreement.  Class B Units shall be non-voting, except as 
otherwise specifically provided for in this Agreement. 

“Class C Members” means those Members holding Class C Units and who have been 
Accepted as a Member of the Company pursuant to the terms and conditions hereof. 

“Class C Minimum Investment Amount” shall have the meaning set forth in Section 
4.01(a). 

“Class C Units” means the Class C Units issued or authorized to be issued by the 
Company in accordance with this Agreement.  Class C Units shall be non-voting, except as 
otherwise specifically provided for in this Agreement. 

“Class D Member” means Sunrise Manager III, LLC, which holds one hundred percent 
(100%) of the Class D Units. 

“Class D Units” mean the voting Class D Units issued or authorized to be issued by 
the Company in accordance with this Agreement. 

“Closing” means the date(s) on which subscribers for Units are Accepted into the 
Company as Members. 

“Code” means the U.S. Internal Revenue Code of 1986, as amended and in effect from 
time to time, as interpreted by the applicable Regulations thereunder.  Any reference herein 
to a specific section or sections of the Code shall be deemed to include a reference to any 
corresponding provision of future law. 

“Company” has the meaning set forth in the introductory paragraph hereto. 

“Company Funding Account” shall have the meaning ascribed in Section 4.07(a). 

“Company Minimum Gain” has the meaning set forth in Regulations Section 1.704-
2(b)(2) for the phrase “partnership minimum gain.” The amount of Company Minimum Gain, 
as well as any net increase or decrease in Company Minimum Gain, for a Fiscal Year shall be 
determined in accordance with the rules of Regulations Section 1.704-2(d). 



 

4834-8315-1004.13  5  

“Contribution Time” means, with respect to any Investor, the calendar date and time 
on such calendar date that such Investor funds his, her or its Capital Contribution into the 
Prime Trust Escrow Account (to be held by the Company in escrow until such time, if ever, 
as such Capital Contribution is drawn out of the Prime Trust Escrow Account by the Company 
on the applicable Drawdown Date, at which time such Investor shall be Accepted into the 
Company as a Member). 

“Defaulting Member” shall have the meaning set forth in Section 4.05 

“Delinquent Contribution” shall have the meaning ascribed in Section 4.05. 

“Depreciation” means an amount equal to the depreciation, amortization or other cost 
recovery deduction allowable with respect to an asset for the Fiscal Year or other period for 
U.S. federal income tax purposes, except that if the Gross Asset Value of an asset differs from 
its adjusted tax basis at the beginning of the Fiscal Year or other period, Depreciation will be 
an amount which bears the same ratio to the beginning Gross Asset Value as the U.S. federal 
income tax depreciation, amortization or other cost recovery deduction for the Fiscal Year or 
other period bears to the beginning adjusted tax basis; provided, however, that if the U.S. 
federal income tax depreciation, amortization or other cost recovery deduction for the Fiscal 
Year or other period is zero, Depreciation will be determined by reference to the beginning 
Gross Asset Value using any reasonable method selected by the Manager. 

“Designated Individual” has the meaning set forth in Section 10.03(a). 

“Drag-Along Transaction” shall have the meaning set forth in Section 11.08(a). 

“Dragged Members” has the meaning set forth in Section 11.08(a). 

“Drawdown Date” has the meaning set forth within the definition of “Accrual Period” 
set forth in this Article I. 

“Economic Risk of Loss” shall have the meaning specified in Regulations Section 
1.752-2. 

“Financial Advisor(s)” means the participating brokers who are members of FINRA. 

“FINRA” shall have the meaning set forth in Section 4.01(b). 

“Fiscal Year” shall have the meaning set forth in Section 9.02. 

“FundAmerica Entities” shall mean, individually and collectively, FundAmerica, 
LLC; Prime Trust, LLC; and FundAmerica Stock Transfer, LLC. 

“FundAmerica Fee” shall have the meaning set forth in Section 7.11.  

“Fund III Manager” shall have the meaning set forth in the introductory paragraph 
hereto. 

“Funding Date” shall have the meaning set forth in Section 4.03(b). 
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“Gross Asset Value” with respect to any asset, the asset’s adjusted basis for U.S. 
federal income tax purposes, except that: 

(a) the initial Gross Asset Value of any asset contributed by a Member to 
the Company shall be the gross fair market value of such asset, as determined by the Manager;  

(b) the Gross Asset Value of any property of the Company distributed to 
any Member shall be adjusted to equal the gross fair market value of such property on the 
date of distribution, as determined by the Manager;  

(c) the Gross Asset Value of Company assets shall be increased (or decreased) 
to reflect any adjustments to the adjusted basis of such assets pursuant to Sections 734(b) or 743(b) 
of the Code, but only to the extent that such adjustments are taken into account in determining 
Capital Accounts pursuant to Section 1.704-1(b)(2)(iv)(m) of the Regulations and the Agreement; 
provided, however that Gross Asset Values shall not be adjusted pursuant to this subsection (c) of 
this definition to the extent that the Manager, in its sole discretion, determines that an adjustment 
pursuant to subsection (e) of this definition is necessary or appropriate in connection with a 
transaction that would otherwise result in an adjustment pursuant to this subsection (c) of this 
definition; 

(d) the Gross Asset Value shall be adjusted in the same manner as would the 
asset’s adjusted basis for U.S. federal income tax purposes, except that the depreciation deduction 
taken into account each Fiscal Year for purposes of adjusting the Gross Asset Value of an asset 
shall be the amount of Depreciation with respect to such asset taken into account for purposes of 
computing Net Profits or Net Losses for the Fiscal Year; and 

(e) the Gross Asset Values of all assets of the Company shall be adjusted 
upon the events and in the manner specified in Regulations Section 1.704-1(b)(2)(iv)(f). 

“Gross Proceeds” means the Unit Price multiplied by the number of Units sold in the 
Offering. 

“Hypothetical Liquidation” has the meaning set forth in Section 6.02. 

“Immediate Family” shall have the meaning set forth in Section 11.4. 

“Indemnitee” means (i) the Manager, Tax Representative or Designated Individual and 
their respective members, officers, directors and employees, and (ii) any other Persons 
(including Affiliates of the Manager, Tax Representative, Designated Individual or the 
Company) as the Manager, Tax Representative or Designated Individual may designate from 
time to time, in its sole and absolute discretion. 

“IRS” means the Internal Revenue Service, which administers the internal revenue 
laws of the United States. 

“Investor” means any Person who (or which) funds a Capital Contribution into the 
Prime Trust Escrow Account (to be held by the Company in escrow until such time, if ever, 
as such Capital Contribution is drawn out of the Prime Trust Escrow Account by the 
Company, at which time such Investor will be Accepted into the Company as a Member). 
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“Liquidating Event(s)” means those events described in Section 14.01 hereof which, 
upon their occurrence, will cause the Company to dissolve and its affairs to be wound up. 

“Liquidator” means that Person (either the Manager or, in the event there is no 
remaining Manager, the Class D Member) described in Section 14.03 hereof responsible for 
overseeing the winding up and dissolution of the Company. 

“Manager” means Sunrise Manager III, LLC, a Florida limited liability company, or 
any other Person or entity which is substituted for or succeeds to the interest of such entity as 
the Manager pursuant to this Agreement. 

“Member” means any Person Accepted into the Company as a member including any 
Person Accepted into the Company as a Substituted Member in accordance with ARTICLE 
XI. 

“Member Minimum Gain” means an amount, with respect to each Member 
Nonrecourse Debt, equal to the Company Minimum Gain that would result if such Member 
Nonrecourse Debt were treated as a Nonrecourse Liability, determined in accordance with 
Regulations Section 1.704-2(i) with respect to “partner nonrecourse debt minimum gain.” 

“Member Nonrecourse Debt” has the meaning set forth in Regulations Section 1.704-
2(b)(4) for the phrase “partner nonrecourse debt.” 

“Member Nonrecourse Deductions” has the meaning set forth in Regulations Section 
1.704-2(i)(2) for the phrase “partner nonrecourse deductions.” The amount of Member 
Nonrecourse Deductions with respect to a Member Nonrecourse Debt for a Fiscal Year shall 
be determined in accordance with the rules of Regulations Section 1.704-2(i)(2). 

“Membership Interest” means an ownership interest in the Company and includes any 
and all benefits to which the holder of such an ownership interest may be entitled as provided 
in this Agreement, together with all obligations of such Person to comply with the terms and 
provisions of this Agreement.  The Membership Interest of each Member shall be expressed 
as a percentage of the total Membership Interests owned by all Members.  All Membership 
Interests shall be calculated to the nearest ten thousandth of one percent (0.0001%), with 
amounts equal to or greater than 0.00005% being rounded up to the next ten thousandth of 
one percent, and with amounts less than 0.00005% being rounded down to the next ten 
thousandth of one percent. 

“Memorandum” refers to the Confidential Private Placement Memorandum of the 
Company dated October 1, 2020, including all amendments or supplements thereto. 

“MHP Asset” has the meaning set forth in Section 3.01. 

“Minimum Investment Amounts” shall have the meaning set forth in Section 4.01(c). 

“Net Assets” means the total of the Company’s assets, at cost, before deducting 
depreciation or other non- cash reserves, less total liabilities, calculated by the Company on a 
basis consistently applied. 
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“Net Capital Proceeds” means, without duplication, cash proceeds received by the 
Company as a result of a Capital Transaction (other than a refinancing of any Property owned, 
either directly or indirectly, by the Company), less (a) any costs and expenses, including the 
repayment of indebtedness, incurred in connection with such Capital Transaction, (b) any 
amounts expended to repair or replace any portion of the applicable Property as a result of 
any casualty or condemnation which is the subject of such Capital Transaction, and (c) the 
amount of such Net Capital Proceeds placed into any reserves established pursuant to this 
Agreement (as determined in the sole discretion of the Manager). 

“Net Operating Proceeds” means, for any period, all cash revenues, accrued interest 
and other funds received by the Company (including distributions from the Properties and any 
amounts attributable to the reduction of reserves) during such period (other than Net Capital 
Proceeds) less Capital Contributions, all cash expenses paid with respect to the Company 
during such period and after setting aside reserves (for working capital or otherwise), as 
determined by the Manager in its sole discretion, and any other nondeductible cash items, 
including principal payments on indebtedness and expenditures for capital outlay items to be 
paid from Net Operating Proceeds, as determined in the sole but good faith by the Manager. 

“Net Refinancing Proceeds” means, without duplication, cash proceeds received by 
the Company as a result of a Capital Transaction that is the refinancing of any Property owned 
by the Company, less (a) any costs and expenses, including the repayment of indebtedness, 
incurred in connection with such refinancing, and (b) the amount of any such Net Refinancing 
Proceeds placed into any reserves established pursuant to this Agreement (as determined in 
the sole discretion of the Manager). 

“Net Profits” or “Net Losses” shall mean, for any period, an amount equal to the 
Company’s taxable income or loss for such year or period, determined in accordance with 
Section 703(a) of the Code (for this purpose, all items of income, gain, loss or deduction 
required to be stated separately pursuant to Section 703(a)(1) of the Code shall be included in 
taxable income or loss), with the following adjustments: 

(a) Any income of the Company that is exempt from U.S. federal income 
tax and not otherwise taken into account in computing Net Profits or Net Losses shall be added 
to such taxable income or loss; 

(b) Any expenditures of the Company described in Code Section 
705(a)(2)(B) or treated as Code Section 705(a)(2)(B) expenditures pursuant to Regulations 
Section 1.704-1(b)(2)(iv)(i) and not otherwise taken into account in computing Net Profits or 
Net Losses shall be subtracted from Net Profits or Net Losses; 

(c) Gains or losses resulting from any disposition of Company asset with 
respect to which gains or losses are recognized for U.S. federal income tax purposes shall be 
computed with reference to the Gross Asset Value of the Company asset disposed of, 
notwithstanding the fact that the adjusted tax basis of such Company asset differs from its 
Gross Asset Value; 

(d) In lieu of the depreciation, amortization and other cost recovery 
deductions taken into account in computing the taxable income or loss, there will be taken 
into account Depreciation;  
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(e) If the Gross Asset Value of any Company asset is adjusted pursuant to 

the definition of “Gross Asset Value,” the amount of the adjustment will be taken into account 

as gain or loss from the disposition of the asset for purposes of computing Net Profits or Net 

Losses; and 

(f) Notwithstanding any other provision of this subsection, any items of 

income, gain, loss or deduction that are specially allocated shall not be taken into account in 

computing Net Profits or Net Losses. 

“Nonrecourse Deductions” has the meaning set forth in Regulations Section 1.704-

2(b)(1), and the amount of Nonrecourse Deductions for a Fiscal Year shall be determined in 

accordance with the rules of Regulations Section 1.704-2(c). 

“Nonrecourse Liability” has the meaning set forth in Regulations Section 1.752-

1(a)(2). 

“Non-Sponsor Member” means each Member who holds Class A Units, Class B Units 

or Class C Units (including the Manager or any Affiliate in such capacity, if applicable). 

“Offering” means the Company’s offering of Units pursuant to the Memorandum. 

“Offering Period” means the amount of time, or any extension or reinstatement thereof, 

specified by the Manager (and as set forth in the Memorandum) during which a Person may 

purchase Units in the Company and thereby become a Class A Member, a Class B Member, 

or a Class C Member.  The Manager reserves the right to terminate the Offering Period at any 

time after the commencement thereof, and also extend the Offering Period for up to an 

additional twelve (12) months after the termination date set forth in the Memorandum. 

“Officers” has the meaning set forth in Section 8.02. 

“Organizational and Offering Expenses” means any and all costs and expenses, 

(exclusive of the Acquisition Fee, Asset Management Fees, and Property Management Fees, 

but including Selling Commissions, FundAmerica Fees, and Prime Trust Fees) incurred by 

the Company, the Manager, any member of the Manager or any Affiliate of the Manager in 

connection with the formation, qualification, organization and registration of the Company 

and each Property Subsidiary, and the issuance of Units, including, without limitation, the 

following: legal, accounting and escrow fees; costs of printing, amending, supplementing, 

mailing, and distribution costs; filing, registration, qualification fees and taxes; telecopy and 

telephone costs and bona fide due diligence expenses incurred by Financial Advisors.  

Notwithstanding the foregoing in no event shall the Acquisition Fee or any other fee paid to 

the Manager or an affiliate pursuant to the terms and conditions hereof be including as 

Organizational and Offering Expenses. 

“O&O Fee” has the meaning set forth in Section 7.10. 

“Parking Asset” has the meaning set forth in Section 3.01. 

“Percentage Interest” means, with respect to each Non-Sponsor Member, the 

percentage resulting from dividing the amount of such Non-Sponsor Member’s Capital 



 

4834-8315-1004.13  10  

Contributions by the aggregate Capital Contributions of all of the Non-Sponsor Members.  
The Members’ “Percentage Interest” shall be as set forth on Exhibits A, B and C as amended 
from time to time. 

“Person” means an individual or a corporation, partnership, trust, limited liability 
company, unincorporated organization, association or other entity. 

“Preferred Return” means: (i) for each Class A Member, a sum yielding a six percent 
(6%) per annum, non-compounded, return on the average daily balance of the Unreturned 
Capital of such Class A Member from time to time during the Accrual Period to which the 
Preferred Return relates; (ii) for each Class B Member, a sum yielding a seven percent (7%) 
per annum, non-compounded, return on the average daily balance of the Unreturned Capital 
of such Class B Member from time to time during the Accrual Period to which the Preferred 
Return relates; and (iii) for each Class C Member, a sum yielding an eight percent (8%) per 
annum, non-compounded, return on the average daily balance of the Unreturned Capital of 
such Class C Member from time to time during the Accrual Period to which the Preferred 
Return relates. 

“Prime Trust” means Prime Trust, LLC, a Nevada limited liability company and the 
escrow services provider to the Company. 

“Prime Trust Escrow Account” means the separate escrow account established by the 
Company with Prime Trust and into which all Capital Contributions will be placed. 

“Prime Trust Fees” means the fees charged by Prime Trust for the provision to the 
Company of escrow services as described herein. 

“Prior Funds” means each of (i) Sunrise Capital Investors MHP Fund I, LLC, a 
Delaware limited liability company, and (ii) MHP Growth & Income Fund II, LLC, a 
Delaware limited liability company. 

“Properties” shall be mean (i) MHP Assets, (ii) Parking Assets, and/or (iii) any 
multifamily properties purchased (directly or indirectly) by the Company as permitted 
pursuant to the terms of Section 5.01(e) (as the context may require), and the term “Property” 
shall mean any one MHP Asset, Parking Asset or multifamily property (as the context may 
require) individually. 

“Property Management Agreement” means one or more agreements between the initial 
Property Manager and the Company for the operation of a Property (and any similar 
agreement between the Company and any subsequent or additional property manager and the 
Company, if any for the operation of a Property). 

“Property Management Fee” has the meaning set forth in Section 7.15. 

“Property Manager” has the meaning set forth in Section 7.15. 

“Property Subsidiary” means, with respect to each Property, a limited liability 
company formed (either in the State of Delaware or the State in which the applicable Property 
resides or such other location as reasonably determined by the Manager) to hold title to such 
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Property, each of which Property Subsidiary shall be controlled by the Manager or an 
Affiliate. 

“Real Estate Asset Value” means the total purchase price with respect to a Property 
purchased by the Company, including all capitalized acquisition costs for such Property. 

“Regulations” means the income tax regulations promulgated under the Code, as such 
regulations may be amended from time to time (including corresponding provisions of 
succeeding regulations). 

“Required Funding Date” shall have the meaning specified in Section 4.03(b). 

“Reinvestment Period” means the period commencing on the date of the acquisition 
by the Company of the first Property and through (and including) the dissolution of the Fund. 

“Roll-Up Entity” means a partnership, REIT, corporation, trust or similar entity that 
would be created or that would survive after the successful completion of a proposed Roll-Up 
Transaction. 

“Roll-Up Transaction” shall mean, generally, any transaction involving the 
acquisition, merger, conversion, or consolidation, directly or indirectly, of the Company and 
the issuance of securities of a Roll-Up Entity that would be created or would survive after the 
successful completion of the Roll-Up Transaction. 

“Sale Notice” has the meaning set forth in Section 11.08(b). 

“SCL” shall mean Sunrise Communities, LLC, a Florida limited liability company, 
and an Affiliate of the Manager, the Class D Member, and the Company. 

“Section 721 Exchange” means a transaction whereby a Member’s Capital 
Contribution is made via an exchange by such Member of one or more Properties in exchange 
for Class A Units, Class B Units or Class C Units (as determined by the acquisition price for 
such Property or Properties when the same are acquired by the Company). 

“Securities Act” refers to the Securities Act of 1933, as amended. 

“Selling Commissions” has the meaning set forth in Section 7.12. 

“Side Letter” has the meaning set forth in Section 15.11. 

“Subscription Agreement” means an instrument in a form approved by the Manager in 
its sole and absolute discretion that is executed by a Person that intends to become a Member 
concerning such Person’s acquisition of a Membership Interest and related matters.  Any 
instrument purporting to be a Subscription Agreement shall not be treated as such for purposes 
of this Agreement unless and until it has been approved and accepted by the Manager, in its 
sole and absolute discretion. 

“Substituted Member” means a Person or entity Accepted into the Company pursuant 
to the provisions of Section 11.02 hereof and in accordance with the provisions of the Act. 
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“Tax Representative” has the meaning set forth in Section 10.03(a). 

“Transfer” means, as referred to in ARTICLE XI of this Agreement, any act by a 
Member to sell, assign, transfer, offer to transfer, convey or otherwise dispose of, encumber, 
pledge, convey or hypothecate all or any part of its Membership Interests. 

“Triggering Event” means any of the following actions or inactions by a Non-Sponsor 
Member (in each case determined in the sole opinion of the Manager): 

(a) a material breach of the terms and conditions hereof by such Non-Sponsor 
Member; 

(b) any disparaging and untrue public statement made by such Non-Sponsor 
Member (whether online or otherwise) regarding the Company, the Manager, any Affiliate of 
either of the foregoing, or any Property; or 

(d) any other action which threatens or would reasonably be likely to threaten the 
operations of the Company or the Property (including, but not limited to, statements made to 
tenants or potential tenants of the Property). 

“Triggering Member” shall have the meaning set forth in Section Section 11.09(a). 

“Unit” means the interest of a Member in the Company (and unless the context 
otherwise provides, the term “Unit” shall be interchangeable with the term “Membership 
Interest”).  No Member may subscribe for less than one hundred (100) Units; provided, 
however, that the Manager, in its sole discretion, may accept subscriptions for less than one 
hundred (100) Units.  As applicable, Units shall mean multiple or fractional Units held by a 
Member. 

“Unit Price” means $1,000 per Unit, or such other price per Unit as the Manager may, 
in its sole discretion determine at any point after the Offering Period, adjust based upon the 
net asset value of the Company, as such may be determined by the Manager from time-to-
time based upon the Real Estate Asset Value and/or Appraised Property Value of the 
Properties, as applicable. 

“United States” and “U.S.” means the United States of America. 

“Unpaid Preferred Return” shall mean, with respect to each Member, the sum of (a) the 
aggregate amount of Preferred Return accrued for such Member, minus (b) the aggregate amount 
of distributions received by such Member pursuant to Sections 5.01(a)(i) and 5.01(b)(ii) (including 
pursuant to Sections 5.01(c)(i) and 14.03(a)(iv)). 

“Unreturned Capital” with respect to any Member and as of any date, shall mean the 
sum of (a) the Capital Contributions actually made to the Company by such Member, minus 
(b) the aggregate amount of distributions received by such Member pursuant to Section 5.01(b)(i) 
(including pursuant to Sections 5.01(c)(i) and 14.03(a)(iv)). 

“Valuation Firm” shall have the meaning set forth in Section 15.11(b). 
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“Withheld Amounts” has the meaning set forth in Section 10.04(a). 

ARTICLE II 
ORGANIZATIONAL MATTERS 

Section 2.01 Formation of Company.  The Members hereby agree to continue the 
Company as a limited liability company pursuant to the provisions of the Act and upon the terms 
and conditions set forth in this Agreement.  Except as expressly provided herein to the contrary, 
the rights and obligations of the Members and the administration and termination of the Company 
shall be governed by the Act. The Membership Interest of each Member shall be personal property 
for all purposes. 

Section 2.02 Name.  The name of the Company is SCI Growth & Income Fund III, 
LLC.  The Company’s business may be conducted under any other name or names deemed 
advisable by the Manager.  The words “Limited Liability Company,” “L.L.C.,” “LLC,” or 
similar words or letters shall be included in the Company’s name where necessary for 
purposes of complying with the laws of any jurisdiction that so requires.  The Manager in its 
sole and absolute discretion may change the name of the Company at any time and from time 
to time and shall notify the Members of such change in the regular communication to the 
Members next succeeding the effectiveness of the change of name. 

Section 2.03 Principal Office and Registered Agent.  The principal office of the 
Company is located at 100 S. Belcher Rd. 7534, Clearwater, FL  33758 or such other place as 
the Manager may from time to time designate by notice to the Members.  The name and 
address of the registered agent of the Company in the State of Delaware is InCorp Services, 
Inc., 919 North Market Street, Suite 950, Wilmington, DE  19801.  The Company may 
establish a registered office or maintain offices at such other place or places within or outside 
the State of Delaware as the Manager deems advisable. 

Section 2.04 Term.  The Company shall have a perpetual existence, unless it is 
dissolved sooner pursuant to the provisions of ARTICLE XIV or as otherwise provided by 
law. 

ARTICLE III 
PURPOSE 

Section 3.01 Purpose and Business.  Notwithstanding any contrary provision in this 
Agreement, the Certificate of Formation, or any other governing or organization documents 
of the Company to the contrary, the following shall govern: The nature and principal purpose 
of the Company (the “Company Business”) and the purposes to be conducted and promoted 
by the Company (either directly, or indirectly, through one or more Property Subsidiaries), is 
to engage solely in the following activities:  

(a) to acquire, improve, manage or direct the management of (either through 
an Affiliate or unaffiliated third party), operate and dispose of (i) mobile home parks and 
related personal and real property located thereon throughout the United States (“MHP 
Assets”), and (ii) parking lots, parking garages, and related personal and real property located 
thereon (and adjacent thereto) throughout the United States (“Parking Assets”).  Properties 
that are MHP Assets will include land, and in some cases, mobile homes and/or other assets 
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on the properties generating ancillary revenue such as storage until rentals and billboards 
rentals, and Properties that are Parking Assets will include land, parking lots and parking 
garages, and certain instances, revenue from storage, retail, restaurant, or other commercial 
real property located on or adjacent to the applicable Property (and acquired by the Company 
(directly or indirectly) in connection with the acquisition of the applicable Parking Asset;  

(b) to own, hold, sell, assign, transfer, operate, manage, lease, mortgage, 
pledge and otherwise deal with the Properties; 

(c) to co-invest with similar funds owning real properties similar to the 
MHP Assets and/or Parking Assets, purchase a Property or Properties in a joint venture with 
a third-party (i.e. unaffiliated) capital partner or operator, make any other investments in any 
properties and/or assets reasonably accretive to mobile home parks or parking lots and/or 
garages that the Manager deems, in its sole discretion, to be beneficial to the Company; and 

(d) to exercise all powers and take all actions necessary, appropriate or 
convenient to the conduct, promotion or attainment of the Company Business or purposes 
otherwise set forth herein. 

Section 3.02 Powers.  Subject to all of the terms, covenants, conditions and 
limitations contained in this Agreement and any other agreement entered into by the 
Company, the Company shall have full power and authority to do any and all acts and things 
necessary, appropriate, proper, advisable, desirable, incidental to or convenient for the 
furtherance and accomplishment of the purposes and business described herein and for the 
protection and benefit of the Company, including, without limitation, full power and authority, 
directly or through its ownership interest in other entities, to enter into, perform and carry out 
contracts of any kind. 

ARTICLE IV 
CAPITAL CONTRIBUTIONS 

Section 4.01 Class A, Class B, and Class C Members’ Capital Contributions.   

(a) Except as herein expressly provided to the contrary, and expressly 
subject to Section 4.03, no Class A Member shall be Accepted into the Company unless such 
Class A Member shall (i) execute a Subscription Agreement binding and committing such 
Member to an initial Capital Contribution of at least One Hundred Thousand Dollars 
($100,000.00) for the purchase of one hundred (100) (the “Class A Minimum Investment 
Amount”) and (ii) fund his, her or its aggregate Capital Contribution into escrow (into the 
Prime Trust Escrow Account); provided, however, that the Manager in its sole discretion may 
accept a Capital Contribution of a lesser amount with respect to any Class A Member. 

(b) Except as herein expressly provided to the contrary, and expressly 
subject to Section 4.03, no Class B Member shall be Accepted into the Company unless such 
Class B Member shall (i) execute a Subscription Agreement binding and committing such 
Member to an initial Capital Contribution of at least Five Hundred Thousand Dollars 
($500,000) for the purchase of five hundred (500) Class B Units (the “Class B Minimum 
Investment Amount”) and (ii) fund his, her or its aggregate Capital Contribution into escrow 
(into the Prime Trust Escrow Account). 
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(c) Except as herein expressly provided to the contrary, and expressly 
subject to Section 4.03, no Class C Member shall be Accepted into the Company unless such 
Class C Member shall (i) execute a Subscription Agreement binding and committing such 
Member to an initial Capital Contribution of at least One Million Dollars ($1,000,000) for the 
purchase of one thousand (1,000) Class C Units (the “Class C Minimum Investment Amount”) 
(collectively with the Class A Minimum Investment Amount and the Class B Minimum 
Investment Amount, the “Minimum Investment Amounts”) and (ii) fund his, her or its 
aggregate Capital Contribution into escrow (into the Prime Trust Escrow Account). 

(d) Notwithstanding the provisions of the foregoing Sections 4.01(a) through 
(c), the Manager, in its sole discretion, (i) may accept an initial Capital Contribution in an amount 
less than the applicable Minimum Investment Amount from any Person (with respect to any Class 
of Units) provided that such Person is a member of either Prior Fund, or such lesser amount is 
otherwise warranted, and/or (ii) may accept a Section 721 Exchange from a Member as such 
Member’s initial Capital Contribution in lieu of a cash contribution by such Member (in which 
case, any such Person making a Section 721 Exchange shall be immediately Accepted into the 
Company as a Member and credited for such Member’s full Capital Contribution upon the 
acquisition by the Company of the applicable Property or Properties). 

(e) A Class A Member may subscribe for one hundred (100) or more full 
Class A Units or any amounts in excess of one hundred (100) Class A Units, subject in all 
cases to approval by the Manager in its sole discretion.  A Class B Member may subscribe for 
five hundred (500) or more full Class B Units or any amounts in excess of five hundred (500) 
Class B Units, subject in all cases to approval by the Manager in its sole discretion.  A Class 
C Member may subscribe for one thousand (1,000) or more full Class C Units or any amounts 
in excess of one thousand (1,000) Class C Units, subject in all cases to approval by the 
Manager in its sole discretion.  Class A, Class B and Class C Members shall be Accepted into 
the Company solely by subscription upon approval of the Manager. 

(f) Each Class A, Class B and Class C Member agrees to fund his, her or 
its respective initial Capital Contribution into escrow concurrently with such Member’s 
execution of his, her or its Subscription Agreement.  Each such Capital Contribution shall be 
made by wire or ACH transfer (or other method acceptable to the Manager in its sole 
discretion) of immediately available funds to the Prime Trust Escrow Account.  
Notwithstanding such funding into escrow of the applicable Investor’s Capital Contribution, 
such Investor shall not actually be Accepted into the Company as a Member until such time 
as is described below in Section 4.03. 

(g) Notwithstanding Sections 4.01(a) through (c), with respect to Units sold 
through wealth managers, participating brokers, who are members of the Financial Industry 
Regulatory Authority, Inc. (“FINRA”), registered investment advisors registered under the 
Investment Advisers Act of 1940, as amended or under applicable state laws (“Registered 
Investment Advisors” or “RIA”), other Persons exempt from broker-dealer registration 
(collectively “Financial Advisors”), and/or  certain other Investors purchasing Units as a 
collective, a group of Investors purchasing Units through the same Financial Advisor or 
otherwise as a collective may combine all such subscriptions for determining the applicable 
Minimum Investment Amount for any individual Investor thereunder.  To the extent that such 
group of Investors purchasing Units as a collective group or through the same Financial 
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Advisor collectively satisfies the applicable Minimum Investment Amount, each individual 
Investor thereunder shall receive the number of Units (of the applicable class), at the Unit 
Price, corresponding to such individual Investor’s pro rata share of the combined 
subscriptions for such group. 

(h) Notwithstanding the Minimum Investment Amount required of a single 
Member as described in Section 4.01 above, for the purposes of determining the applicable 
Minimum Investment Amount, a “single Investor” shall include an individual, his or her 
spouse, and their descendants, who purchase the Units for his or her or their own accounts, 
and all pension or trust funds established by each such individual.  To the extent that such a 
“single Investor” satisfies the applicable Minimum Investment Amount, each individual 
investor thereunder will receive the number of Units (of the applicable class), at the Unit Price, 
corresponding to such individual investor’s pro rata share of all subscriptions made by such 
“single Investor.” 

Section 4.02 Class D Member’s Membership Interest.  Concurrently with the filing 
of the Company’s Certificate, Fund III Manager, in its capacity as the sole Class D Member, 
shall be (or was) credited with one hundred percent (100%) of the Class D Units. 

Section 4.03 Subscription Queue for Capital Contributions; Drawdowns. 

(a) At any time (and from time to time), the Manager may (but shall have no 
obligation to) draw funds from the Prime Trust Escrow Account for use by the Company in 
connection with the acquisition of any Property by the Company (directly or indirectly) or 
otherwise to meet any Company obligations.  The Manager, in its sole discretion, will determine 
the percentage of the aggregate amount of Capital Contributions in the Prime Trust Escrow 
Account remaining undrawn by the Company as of any Drawdown Date, and the Manager shall 
be required to (i) draw Capital Contributions of Investors from the Prime Trust Escrow Account 
in chronological order according to the applicable Investor’s (or Investors’) Contribution Time, 
and (ii) draw no less than the aggregate amount of the Capital Contributions of any applicable 
Investor if any Capital Contributions of such Investor are being drawn by the Company on the 
applicable Drawdown Date. 

(b) The Manager may reject a potential Member’s Subscription Agreement for 
any reason or no reason at all.  If accepted by the Manager, an Investor shall become a Member 
only as described below in Section 4.07. 

(c) For the avoidance of doubt, the Manager may (in its discretion) advise the 
Members that no additional drawdowns from the Prime Trust Escrow Account will be made 
notwithstanding that the Capital Contributions of all Members have not been withdrawn from the 
Prime Trust Escrow Account and contributed to the Company. 

Section 4.04 Additional Capital Contributions. 

(a) No Mandatory Additional Contributions.  No Member shall be required to 
make any Additional Capital Contributions to the Company. 
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(b) Voluntary Additional Capital Contributions.  In the event that the 
Company’s funds are insufficient to meet the needs of the Company at any time after the Offering 
Period, the Manager shall notify the Members of the need for additional capital and the Members 
may be permitted, but not required, to make Additional Capital Contributions to the Company, on 
a pro-rata basis.  Each Member who elects to contribute additional capital to the Company shall 
hereinafter be referred to as a “Contributing Member,” and each Member who elects not to 
contribute additional capital to the Company shall be referred to as a “Noncontributing Member”.  
In the event that not all Members elect to make an Additional Capital Contribution to the Company, 
then the Percentage Interest of each Noncontributing Member shall be reduced (and those of each 
Contributing Member increased) as a result of Additional Capital Contributions made by the 
Contributing Members.  In addition, solely in the event that the Manager notifies the Member of 
the need for additional capital pursuant to this Section 4.03 and the Contributing Members do not 
fund the entire portion of such required additional capital, the Manager may issue additional Units 
(to Persons not then Members of the Company) on terms and conditions as determined by the 
Manager.  Each Member hereby acknowledges that if such Member is (at any applicable time) a 
Noncontributing Member, its Percentage Interest is subject to dilution as described in this Section 
4.04. 

Section 4.05 Aggregate Offering Amount.  The aggregate Capital Contributions by 
the Non-Sponsor Members may range from a minimum of $1,000,000 (1,000 Units) to the 
maximum amount described in the Memorandum, depending upon the number of such Units 
offered and sold in connection with the Company’s Offering of the Units pursuant to the 
Memorandum.  Notwithstanding anything to the contrary set forth in this Agreement, the 
Manager may, in its sole discretion, increase the maximum amount of aggregate Capital 
Contributions as described in the Memorandum up to a maximum amount of Fifty Million 
Dollars ($50,000,000.00). 

Section 4.06 Offering Period.  Notwithstanding anything to the contrary set forth in 
this Agreement, the Manager may, in its sole discretion, extend the Offering Period until not 
later than August 31, 2022.  In the event that the Manager extends the Offering Period, the 
Manager may, in its sole discretion, adjust the Unit Price based upon the net asset value of the 
Company, as such may be determined by the Manager from time-to-time based upon the Real 
Estate Asset Value and/or Appraised Property Value of the Properties, as applicable. 

Section 4.07 Acceptance of Potential Members into the Company. 

(a) The Manager may accept or reject a potential Member’s (i.e. Investor’s) 
Subscription Agreement for any reason or no reason at all.  If an Investor’s Subscription 
Agreement is accepted by the Manager, such Investor’s Capital Contribution shall be funded into 
the Prime Escrow Account as described in Section 4.01 above, and such Investor shall become an 
actual Member of the Company when (and only when) the Manager deposits the Investor’s 
contribution into the Company’s main operating bank account (the “Company Funding Account”) 
on the applicable Drawdown Date.  The Manager will only deposit such Investor’s Capital 
Contributions into the Company Funding Account when such Investor’s subscription funds are 
required by the Company to invest in a Property or otherwise required or desired by the Company 
to meet Company obligations (and according to the queue described above in Section 4.03). 
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(b) Until such time as an Investor’s Capital Contributions are transferred by the 
Company into the Company Funding Account, such Investor’s Subscription Agreement (and such 
Investor’s commitment to fund its Capital Contributions) is non-revocable, and as described above 
in Section 4.03, such Capital Contributions shall be held by the Company in the Prime Trust 
Escrow Account. 

(c) Notwithstanding the foregoing Sections 4.07(a) and (b) or any other terms 
and conditions hereof, should the process of the Company drawing down any Investor’s Capital 
Contributions being held in escrow in the Prime Trust Escrow Account (and such Investor’s 
Member’s actual Acceptance into the Company as a Member) take longer than one hundred and 
eighty (180) days, such Investor may request in writing to recover his, her or its Capital 
Contributions.  If, upon receipt of such request in writing, the Manager has not yet Accepted such 
Investor into the Company as an actual Member, then the Manager shall return such Investor’s 
Capital Contributions and revoke such Investor’s Subscription Agreement within ten (10) business 
days of receipt of such request from such Investor. 

(d) In furtherance (and not by way of any limitation) of the above, the 
Manager, in its sole and absolute discretion, and without the consent of any Member (or 
Investor) may accept or reject any subscription for any reason in accordance with the 
Memorandum.  Funds received from subscriptions rejected by the Manager shall be returned 
to subscribers within ten (10) business days after the date of such rejection without interest or 
deduction.  In the event the Offering is over-subscribed, the Manager, in its sole discretion, 
may allocate Units among Investors and return any excess subscription proceeds to such 
investors.  Not less than thirty (30) days after the Acceptance of any additional Member, the 
Manager shall amend the books and records of the Company to reflect such Acceptance.  The 
recordation of such amendment with the State of Delaware is not required.  In addition, after 
the Offering Period, the Manager may admit additional Members into the Company as set 
forth in Section 4.04. 

Section 4.08 Liability of Members.  Members shall not be liable to the Company 
beyond the amount of their Capital Contribution, nor shall they be personally liable for any 
liabilities, contracts, or obligations of the Company.  It is the intent of the Members that no 
distribution (or any part of a distribution) made to any Member pursuant to ARTICLE V of 
this Agreement shall be deemed a return or withdrawal of capital unless the Manager specifies 
to the contrary, even if such distribution represents (in full or in part) an allocation of 
depreciation or any other non-cash item accounted for as a loss or deduction from or offset to 
the Company’s income, and that no Member shall be obligated to pay any amount to or for 
the account of the Company or any creditor of the Company. 

Section 4.09 Repayment of Capital Contributions of Members.  Except as 
expressly provided in this Agreement, no specific time has been agreed upon for the 
repayment of the Capital Contributions of the Members.  The Members understand that the 
Manager and its Affiliates make no warranty, guarantee, or representation that the Company 
will have sufficient funds to repay the Capital Contribution or Capital Account of any Member 
and that repayment of the Capital Contribution or Capital Account of any Member shall be 
made only from available Company funds as provided in this Agreement.  No Member or any 
successor in interest shall have a right to withdraw or reduce any capital contributed to the 
Company. 
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Section 4.10 No Priorities Among Members.  Except as expressly provided in this 
Agreement, no Member shall have the right to demand or receive property other than cash in 
return for his Capital Contribution, nor shall any Member have priority over any other 
Member as to Capital Contributions or as to compensation by way of income. 

ARTICLE V 
DISTRIBUTIONS 

Section 5.01 Requirement and Characterization of Distributions. 

(a) Distributions of Net Operating Proceeds.  Available Cash on account of 
Net Operating Proceeds shall be distributed to the Members on a quarterly basis (subject to 
the availability of such Available Cash, and solely to each Member who has been invested in 
the Company for the entirety of the applicable quarter) in the following order of priority: 

(i) First, to the Non-Sponsor Members, pro rata in proportion to 
their respective Unpaid Preferred Return balances, until each Non-Sponsor Member’s Unpaid 
Preferred Return balance has been reduced to zero; and 

(ii) Thereafter, (A) seventy percent (70%) to the Non-Sponsor 
Members, pro rata in proportion to their respective Percentage Interests, and (B) thirty percent 
(30%) to the Class D Member. 

(b) Distributions of Net Capital Proceeds.  Available Cash on account of 
Net Capital Proceeds shall be distributed to the Members on a quarterly basis (subject to the 
availability of such Available Cash, and solely to each Member who has been invested in the 
Company for the entirety of the applicable quarter) in the following order of priority: 

(i) First, to the Non-Sponsor Members, pro-rata in accordance with 
their respective Unreturned Capital balances, until each Non-Sponsor Member’s Unreturned 
Capital balance has been reduced to zero; 

(ii) Second, to the Non-Sponsor Members, pro rata in proportion to 
their respective Unpaid Preferred Return balances, until each Non-Sponsor Member’s Unpaid 
Preferred Return balance has been reduced to zero; and 

(iii) Third, (A) seventy percent (70%) to the Non-Sponsor Members, 
pro rata in proportion to their respective Percentage Interests, and (B) thirty percent (30%) to 
the Class D Member. 

(c) Distributions of Net Refinancing Proceeds.  Available Cash on account 
of Net Refinancing Proceeds shall be distributed on a quarterly basis (subject to the 
availability of such Available Cash and solely to each Member who has been invested in the 
Company for the entirety of the applicable quarter) as follows: (i) seventy percent (70%) of 
such Net Refinancing Proceeds shall be distribution pursuant to the waterfall set forth in 
Section 5.01(b) above, and (ii) thirty percent (30%) of such Net Refinancing Proceeds shall 
be distributed directly to the Class D Member. 
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(d) Timing of Distributions.  Subject to the last sentence of this Section 5.01(d), 
distributions of Available Cash (whether on account of Net Operating Proceeds or Net Capital 
Proceeds) shall be made at the end of each calendar quarter (provided such funds are available for 
distribution).  Notwithstanding the foregoing, each Member hereby acknowledges that no 
distributions of Available Cash are anticipated to be made to the Members prior to the distributions 
to be made following the fourth (4th) fiscal quarter of 2021. 

(e) Reinvestment.  Notwithstanding any other provision of this Agreement to 
the contrary (including, but not limited to, Section 5.01(d) above), during the Reinvestment Period, 
the Manager, in its sole discretion, shall be permitted to reinvest any amount(s) of Net Capital 
Proceeds and/or Net Refinancing Proceeds received from the Properties (and not count such 
amounts as Available Cash).  Any such Net Capital Proceeds and/or Refinancing Proceeds may be 
reinvested by the Company into not only additional Properties but also into any multifamily 
properties identified by the Manager in its sole discretion; provided, however, that in no event shall 
any such multifamily property be an initial Property acquired by the Company (but shall solely be 
purchased as a reinvestment by the Company of Net Capital Proceeds and/or Refinancing 
Proceeds). 

Section 5.02 Tax Distributions.  Notwithstanding Section 5.01, before any amounts 
are distributed pursuant to Section 5.01 for the current Fiscal Year, and, in any event, on or 
before April 1st of each Fiscal Year, the Company shall distribute to the Manager an amount 
of Available Cash, if any, equal to the product of (a) the amount of taxable income allocable 
to the Manager for the preceding Fiscal Year, provided that such calculation shall be made on 
the assumption that taxable income or tax loss from the Company is such Member’s only 
taxable income or tax loss, and (b) the Assumed Tax Rate for such preceding Fiscal Year; 
provided, that no such distribution shall be made to the extent distributions made to the 
Manager pursuant to Section 5.01 in the preceding Fiscal Year exceed the amount otherwise 
required to be distributed to such Member pursuant to this Section 5.02 for such preceding 
year.  In addition to such distributions following the end of each Fiscal Year, the Company 
shall make advances of such distributions to the Manager during such Fiscal Year as may be 
necessary in order to enable the Manager to make estimated tax payments with respect to the 
income tax liabilities referenced in the foregoing sentence.  Any distributions made pursuant 
to this Section 5.02 shall be treated as an advance distribution to the Manager, which shall be 
offset against future distributions to which the Manager would otherwise be entitled under 
Sections 5.01(a)(ii)(B) and 5.01(b)(iii)(B).  For the avoidance of doubt, references to the 
Manager in this Section 5.02 include references to the Class D Member. 

ARTICLE VI 
ALLOCATIONS 

Section 6.01 Capital Accounts.  A separate capital account will be maintained for each 
Member (a “Capital Account”).  Such Member’s Capital Account will from time to time be (i) 
increased by (A) the amount of money and the Gross Asset Value of any property contributed (or 
deemed contributed) by the Member to the Company (net of liabilities secured by the property or 
to which the property is subject), and (B) the Net Profit and any other items of income and gain 
specially allocated to the Member under Section 6.02 or Section 6.03, and (ii) decreased by (A) 
the amount of money and the Gross Asset Value of any property distributed to the Member by the 
Company (net of liabilities secured by the property or to which the property is subject), and (B) 
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the Net Losses and any other items of deduction and loss specially allocated to the Member under 
Section 6.02 or Section 6.03. 

Section 6.02 Allocation of Net Profits and Net Losses.  Subject to Section 6.03, the 
Net Profits or Net Losses for each Fiscal Year of the Company shall be allocated to the 
Members in such a manner that, at the end of such Fiscal Year, the Adjusted Capital Account 
balance of each Member shall, to the extent possible, equal the amount that would have been 
distributed to such Member pursuant to a Hypothetical Liquidation as of the end of the last 
day of such Fiscal Year.  For this purpose, a “Hypothetical Liquidation” means that all assets 
of the Company are disposed of in a taxable disposition for the Gross Asset Value of such 
assets, the debts of the Company are paid, and the remaining amounts are distributed to the 
Members pursuant to Section 14.03(a)(iv).  If for any Fiscal Year, such an allocation of Net 
Profits or Net Losses does not permit the Adjusted Capital Accounts of Members to be made 
to equal the amount which would have been distributed to Members pursuant to a 
Hypothetical Liquidation as of the end of the last day of such Fiscal Year, individual items of 
gross income, gain, loss or deduction (that were the components of Net Profits or Net Losses) 
shall be allocated among the Members in such a manner that, at the end of such Fiscal Year, 
the Adjusted Capital Account of each Member shall, to the extent possible, equal the amount 
that would have been distributed to such Member pursuant to a Hypothetical Liquidation as 
of the end of the last day of such Fiscal Year. 

Notwithstanding the forgoing, Net Losses for any Fiscal Year or other period shall not 
be allocated to a Member if and to the extent that such allocation would cause or increase an 
Adjusted Capital Account Deficit at the end of such Fiscal Year or other period.  Any Net 
Losses in excess of the limitation for a Member set forth in the preceding sentence shall be 
allocated to the other Members (to the extent such other Members are not subject to the 
limitation set forth in the preceding sentence) in accordance with this Section 6.02. 

Section 6.03 Regulatory Allocation. 

(a) Qualified Income Offset.  If any Member unexpectedly receives an 
adjustment, allocation or distribution described in Regulations Section 1.704-1(b)(2)(ii)(d)(4), 
(5) or (6), items of Company income and gain shall be allocated, in accordance with 
Regulations Section 1.704-1(b)(2)(ii)(d), to such Member in an amount and manner sufficient 
to eliminate, to the extent required by such Regulations, the Adjusted Capital Account Deficit 
of such Member as quickly as possible, provided that an allocation pursuant to this Section 
6.03(a) shall be made if and only to the extent that such Member would have an Adjusted 
Capital Account Deficit after all other allocations provided in this Article VI have been 
tentatively made as if this Section 6.03(a) were not in the Agreement.  It is intended that this 
Section 6.03(a) qualify and be construed as a “qualified income offset” within the meaning of 
Regulations Section 1.704-1(b)(2)(ii)(d) and shall be interpreted consistently therewith. 

(b) Company Minimum Gain Chargeback.  If there is a net decrease in 
Company Minimum Gain during any Fiscal Year or other period, each Member shall be 
allocated items of Company income and gain for such Fiscal Year or other period (and, if 
necessary, subsequent Fiscal Years or periods) in an amount equal to such Member’s share of 
the net decrease in Company Minimum Gain, as determined under Regulations Section 1.704- 
2(g) for such Fiscal Year or other period.  The requirements set forth in the preceding sentence 
shall be subject to the exceptions and limitations referred to in Regulations Section 1.704-
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2(f).  This Section 6.03(b) is intended to qualify as a “minimum gain chargeback” within the 
meaning of Regulations Section 1.704-2(f) and shall be interpreted consistently therewith. 

(c) Member Minimum Gain Chargeback.  Except as otherwise provided in 
Regulations Section 1.704-2(i)(4), if there is a net decrease in Member Minimum Gain 
attributable to a Member Nonrecourse Debt during any Fiscal Year or other period, each 
Member who has a share of the Member Minimum Gain attributable to such Member 
Nonrecourse Debt, determined in accordance with Regulations Section 1.704-2(i)(5), shall be 
allocated items of Company income and gain for such Fiscal Year or other period (and, if 
necessary, subsequent Fiscal Years or periods) in an amount equal to such Member’s share of 
the net decrease in Member Minimum Gain attributable to such Member Nonrecourse Debt, 
determined in accordance with Regulations Section 1.704-2(i)(4). Allocations pursuant to the 
previous sentence shall be made in proportion to the respective amounts required to be 
allocated to each Member pursuant thereto.  The items to be so allocated shall be determined 
in accordance with Regulations Sections 1.704-2(i)(4) and 1.704-2(j)(2). This Section 6.03(c) 
is intended to qualify as a “chargeback of partner nonrecourse debt minimum gain” within the 
meaning of Regulations Section 1.704-2(i) and shall be interpreted consistently therewith. 

(d) Member Nonrecourse Deductions.  Member Nonrecourse Deductions 
shall be allocated among the Members who bear the Economic Risk of Loss for the Member 
Nonrecourse Debt to which such Member Nonrecourse Deductions are attributable in the ratio in 
which they share Economic Risk of Loss for such Member Nonrecourse Debt.  This provision is 
to be interpreted in a manner consistent with the requirements of Regulations Section 1.704-2(b)(4) 
and (i)(1). 

(e) Nonrecourse Deductions.  Any Nonrecourse Deductions (as defined in 
Regulations Section 1.704-2(b)(1)) for any Fiscal Year or other period shall be specially 
allocated to the Members in proportion to their respective interests in Company profits. 

(f) Curative Allocations.  The allocations set forth in Section 6.03(a) though 
(e) above (the “Regulatory Allocations”) are intended to comply with certain requirements of 
the Regulations Section 1.704-1(b) and 1.704-2. The Regulatory Allocations may not be 
consistent with the manner in which the Members intend to allocate Net Profits and Net 
Losses or make Company distributions.  Accordingly, notwithstanding the other provisions 
of this ARTICLE VI but subject to the Regulatory Allocations, the Manager is hereby directed 
to reallocate items of income, gain, deduction and loss among the Members so as to eliminate 
the effect of the Regulatory Allocation and thereby to cause the respective Capital Accounts 
of the Members to be in the amounts (or as close thereto as possible) they would have been if 
Net Profits and Net Losses (and such other items of income, gain, deduction or loss) has been 
allocated without reference to the Regulatory Allocations. 

Section 6.04 Tax Allocations.   

(a) Except as otherwise provided in this Section 6.04, all items of income, gain, 
loss deduction or credit for U.S. federal, state and local income tax purposes will be allocated in 
the same manner as the corresponding “book” items are allocated under Sections 6.02 (as a 
component of Net Profits or Net Losses) or 6.03. 
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(b) In accordance with Code Section 704(c) and the Treasury Regulations 
thereunder, income, gain, loss, and deduction with respect to any property contributed to the capital 
of the Company shall, solely for tax purposes, be allocated among the Members so as to take 
account of any variation between the adjusted basis of such property to the Company for federal 
income tax purposes and its Gross Asset Value. 

(c) In the event the Gross Asset Value of any Company asset is adjusted 
pursuant to the definition thereof, subsequent allocations of income, gain, loss, and deduction with 
respect to such asset shall take account of any variation between the adjusted basis of such asset 
for federal income tax purposes and its Gross Asset Value in the same manner as under Code 
Section 704(c) and the Regulations thereunder. 

(d) All 704(c) allocations or reverse 704(c) allocations shall be made using any 
permissible method selected by the Manager.  

(e) If the Company has in effect an election under Section 754 of the Code, 
allocations of income, gain, loss, deduction or credit to affected Members for U.S. federal, state 
and local tax purposes will take into account the effect of such election pursuant to applicable 
provisions of the Code. 

(f) Allocations pursuant to this Section 6.04 are solely for purposes of U.S. 
federal, state, and local taxes and except to the extent allocations under this Section 6.04 are 
reflected in the allocations of the corresponding “book” items pursuant to Section 6.02 (as a 
component of Net Income or Net Losses), or Section 6.03, shall not affect, or in any way be taken 
into account, in computing, any Member’s Capital Account or share of Net Profits and Net Losses 
(or items thereof) or distributions pursuant to any provision of this Agreement.   

Section 6.05 Changes in Proportionate Share.  If during any Fiscal Year there is a 
change in the Membership Interests of the Members, then items of income, gain, loss and 
deduction for such Fiscal Year shall be allocated according to the varying interests of the 
Members pursuant to any method selected by the Manager that is permitted under Code 
Section 706. Notwithstanding any provision above to the contrary, gain or loss of the Company 
realized in connection with a sale or other disposition of any of the assets of the Company shall be 
allocated solely to the parties owning Units as of the date that sale or other disposition occurs. 

ARTICLE VII 
MANAGEMENT AND OPERATION OF THE COMPANY 

Section 7.01 Management of the Company. 

(a) Except as otherwise expressly provided in this Agreement, all 
management powers over the business and affairs of the Company are exclusively vested in 
the Manager, and no Member shall have any right to participate in or exercise control or 
management power over the business and affairs of the Company.  The Manager may not be 
removed by the Members other than for acts or omissions constituting fraud, gross negligence, 
or willful misconduct, as determined by a court of competent jurisdiction.  In addition to the 
powers now or hereafter granted a manager of a limited liability company under applicable 
law or which are granted to the Manager under any other provision of this Agreement, the 



 

4834-8315-1004.13  24  

Manager shall have full power and authority to do all things and perform all acts specified in 
this Agreement its sole and absolute discretion or otherwise deemed necessary or desirable by 
it to conduct the business of the Company, to exercise all Company powers set forth in Section 
3.02 hereof and to effectuate the Company purposes set forth in Section 3.01 hereof, 
including, without limitation its sole and absolute discretion to: 

(i) employ the funds of the Company in the exercise of any rights or 
powers possessed by the Manager hereunder; 

(ii) sell, transfer, assign, convey, manage, dedicate, declare or 
otherwise dispose of or deal with all or any part of the Company’s business or property, 
including the Properties, on such terms as the Manager may determine in its sole and absolute 
discretion; 

(iii) determine the timing and amount of distributions of Available 
Cash to the Members, subject to the terms of this Agreement.  Without limiting the generality 
of the foregoing, the Manager may, in its sole discretion, decide to use some or all of the 
proceeds from a Capital Transaction to: (a) purchase additional Properties; and/or (b) increase 
reserves, improve existing Properties, pay down debt owed by the Company or any Property 
Subsidiary, and/or employ such proceeds in the exercise of any of the rights and powers 
explicitly granted to the Manager.  Notwithstanding the foregoing of this Section 7.01(a)(iii), 
the Manager may, during the Reinvestment Period, use some or all of the proceeds from a 
Capital Transaction to purchase additional Properties or take such other actions described in 
this Section 7.01(a)(iii); 

(iv) Conduct the Offering and represent the Company in the offer and 
sale of the Units during the Offering Period; 

(v) enter into any agreement or commitment with any party, 
including but not limited to, one or more Property Management Agreements with SCL (and/or 
its successors and assigns) or any third-party Property Manager; 

(vi) sell, Transfer, assign or otherwise dispose of any assets of the 
Company (including any Property); 

(vii) explore and effectuate liquidity options, which may include the 
sale of the Company, a sale of all or substantially all of the Company’s Properties, the sale of 
one or more Property Subsidiaries, a potential Roll-Up Transaction or other transactions (or 
any combination of any of the foregoing); 

(viii) purchase assets or equity securities of another business entity, so 
long as the same is consistent with the Company Business; 

(ix) make any capital investment or other capital expenditure or 
commitment; 

(x) employ such executive, management or other agents, 
administrative or secretarial personnel or other Persons necessary for the operation, 



 

4834-8315-1004.13  25  

management or development of the Company or any Property, subject to the limitations of 
this Agreement, as it may determine in its sole and absolute discretion; 

(xi) cause the Company to establish and maintain reserves in such 
amounts as it, in its sole and absolute discretion, deems appropriate and reasonable from time 
to time; 

(xii) sell additional Units, and purchase outstanding Units back from 
Members; 

(xiii) enter into transactions with a member of the Manager or an 
Affiliate of the Manager provided that (i) such member or Affiliate is qualified and 
experienced in such transactions, (ii) the price and other terms of such transactions are fair to 
the Company and are not less favorable to the Company than those generally prevailing with 
respect to comparable transactions, and (iii) the Company shall enforce its rights under any 
such agreement as if it were an arm’s-length transaction; 

(xiv) execute and deliver such documents on behalf of the Company 
as it, in accordance with the foregoing, may deem necessary or desirable for the Company’s 
business, including, without limitation, guaranties and indemnities; 

(xv) perform, or cause to be performed, all of the Company’s 
obligations under any agreement to which the Company is a party; 

(xvi) retain or engage attorneys and accountants, to the extent such 
professional services are required during the term of the Company; 

(xvii) cause the Company to obtain and maintain (i) casualty, liability 
and other insurance on the assets of the Company and (ii) liability insurance for the 
Indemnitees hereunder; 

(xviii) cause the Company to furnish Members with reports and 
information as specified in Section 8.05 hereof; 

(xix) arrange for the preparation and timely filing (subject to available 
extensions) of all U.S. federal, state or local income or other tax returns required to be filed 
on behalf of the Company, and in connection therewith, to make such elections under the tax 
laws as may be available to the Company with respect to the treatment of any item of 
Company income, loss, deduction or credit; 

(xx) borrow money (including obtaining a revolving line of credit) for 
the purpose of acquiring Properties and/or other assets, meeting working capital and/or other 
ongoing operational needs of the Company, and for other Company purposes; 

(xxi) open and maintain bank accounts for the Company’s funds; 

(xxii) invest such funds as temporarily are not required for Company 
purposes in any cash and money-market, highly liquid investments with appropriate safety of 
principal; 
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(xxiii) submit to officials or agencies administering applicable state 
securities laws information required to be filed with such officials or agencies, including 
reports and statements required to be distributed to Members; 

(xxiv) submit such reports as required to be filed by the Act; 

(xxv) make ministerial amendments, including any amendments to 
cure any ambiguity or correct or supplement an inconsistent provision of the Agreement, to 
make any amendments required in connection with any filing or otherwise required by any 
state securities laws or regulations, to make any amendments the Manager deems appropriate 
to add to its duties or responsibilities, and to make any amendments to this Agreement which 
are approved or authorized in accordance with Section 12.03; 

(xxvi) form one additional “subholding company” limited liability 
company between the Company and the Property Subsidiaries (in which case, each Property 
Subsidiary would be a wholly-owned subsidiary of such subholding company, with such 
subholding company in turn, being a wholly-owned subsidiary of the Company), provided that at 
all times such subholding company is one hundred percent (100%) owned and controlled by the 
Company and also that such subholding company in no event is able to transfer any asset or take 
any other action which the Company itself would otherwise not be able to take. 

(xxvii) enter into joint ventures or other partnerships; including but not 
limited to forming special purpose entities to hold title to a Property; and 

(xxviii)   do any act which is necessary or desirable to carry out any of 
the foregoing. 

(b) Each of the Members agrees that the Manager is authorized to execute, 
deliver and perform the above-mentioned agreements and transactions on behalf of the 
Company without any further act, approval or vote of the Members, notwithstanding any other 
provisions of this Agreement, the Act or any applicable law, rule or regulation.  The execution, 
delivery or performance by the Manager of any agreement authorized or permitted under this 
Agreement shall not constitute a breach by the Manager of any duty that the Manager may 
owe the Company or the Members or any other Persons under this Agreement or of any duty 
stated or implied by law or equity. 

(c) Notwithstanding the provisions of ARTICLE XI and XIV, the Manager 
has the sole and exclusive authority to grant, convey, sell, transfer, hypothecate, disassociate 
or otherwise dispose of all or a portion of the Class D Units, any distributions to the Class D 
Member, or any right to future distributions to the Class D Member. 

Section 7.02 Tax Liability of the Manager.  In exercising its authority under this 
Agreement, the Manager, Tax Representative or Designated Individual may, but shall be 
under no obligation to, take into account the tax consequences to any Member of any action 
taken by it.  Section 7.05 notwithstanding, the Manager, Tax Representative, Designated 
Individual and the Company shall not have liability to a Member under any circumstances as 
a result of an income tax liability incurred by such Member as a result of an action (or inaction) 
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by the Manager, Tax Representative or Designated Individual pursuant to its authority under 
this Agreement. 

Section 7.03 Nonexclusive Duties.  The Manager shall devote such time, effort and 
skill as it in its discretion determines may be reasonably required for the conduct of the 
Company’s business and affairs, which may be less than full time.  The Members recognize 
and agree that the Manager’s involvement with the Company is not exclusive and that it or its 
Affiliates will perform similar duties for other entities in connection with other businesses, 
some or all which may compete with the Company. 

Section 7.04 Certificate of Formation.  To the extent that such action is determined 
by the Manager to be necessary or appropriate, the Company shall file amendments to and 
restatements of the Certificate and do all things necessary or appropriate to maintain the 
Company as a limited liability company under the laws of the State of Delaware and each 
other jurisdiction in which the Company may elect to do business or own property.  Subject 
to the terms of Section 8.05(a)(ii) hereof, the Manager shall not be required, before or after 
filing, to deliver or mail a copy of the Certificate or any amendment thereto to any Member.  
The Manager shall use all reasonable efforts to cause to be filed such other certificates or 
documents as may be reasonable and necessary or appropriate for the continuation, 
qualification and operation of a limited liability company in the State of Delaware and any 
other jurisdiction in which the Company may elect to do business or own property. 

Section 7.05 Indemnification. 

(a) The Company shall indemnify each Indemnitee from and against any 
and all losses, claims, taxes (including interest, penalties or additions thereto), damages, 
liabilities, joint or several, expenses (including, without limitation, attorneys’ fees and other 
legal fees and expenses), judgments, fines, settlements, and other amounts incurred by such 
Indemnitee arising from any and all claims, demands, actions, suits or proceedings, civil, 
criminal, administrative or investigative in which such Indemnitee may be involved, or is 
threatened to be involved, as a party or otherwise, unless a court of competent jurisdiction 
determines that the Indemnitee’s act or omission constitutes fraud, gross negligence, or willful 
misconduct. 

(b) The right to indemnification conferred in this Section 7.05 shall be a 
contract right and shall include the right of each Indemnitee to be paid by the Company the 
expenses incurred in defending any such proceeding in advance of its final disposition; 
provided, however, that the payment of such expenses in advance of the final disposition of a 
proceeding shall be made only upon delivery to the Company of (i) a written affirmation of 
the Indemnitee of his or her good faith belief that the standard of conduct necessary for 
indemnification by the Company pursuant to this Section 7.05 has been met, and (ii) a written 
undertaking by or on behalf of the Indemnitee to repay all amounts so advanced if it shall 
ultimately be determined that the standard of conduct has not been met. 

(c) The indemnification provided pursuant to this Section 7.05 shall 
continue as to (1) a Person who has ceased to be the Manager and shall inure to the benefit of 
the heirs, successors, assigns, executors and administrators of any such Person, or (2) a Person 
whose status as an Indemnitee was originally established pursuant to clause (ii) of such 
definition and was later terminated for any reason other than the affirmative decision of the 
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Manager to terminate such status; provided, however, that except as provided in Section 
7.05(d), the Company shall indemnify any such Person seeking indemnification in connection 
with a proceeding (or part thereof) initiated by such Person only if such proceeding (or part 
thereof) was authorized by the Manager. 

(d) If a claim under this Section 7.05 is not paid in full by the Company 
within thirty (30) calendar days after a written claim has been received by the Company, the 
Indemnitee making such claim may at any time thereafter (but prior to payment of the claim) 
bring suit against the Company to recover the unpaid amount of the claim and, if successful, 
in whole or in part, such Indemnitee shall be entitled to be paid also the expense of prosecuting 
such claim.  It shall be a defense to any such action (other than an action brought to enforce a 
claim for expenses incurred in defending any proceeding in advance of its final disposition 
where the required undertaking, if any, has been tendered to the Company) that the Indemnitee 
has not met the standards of conduct set forth above which make it permissible for the 
Company to indemnify the Indemnitee for the amount claimed, but the burden of proving such 
defense shall be on the Company.  Neither the failure of the Company to have made a 
determination prior to the commencement of such action that indemnification of the 
Indemnitee is proper in the circumstances because he or she has met the applicable standard 
of conduct set forth herein nor an actual determination by the Company that the Indemnitee 
has not met such applicable standard of conduct, shall be a defense to the action or create a 
presumption that the Indemnitee has not met the applicable standard of conduct. 

(e) The right to indemnification and the payment of expenses incurred in 
defending a proceeding in advance of its final disposition conferred in this Section 7.05 shall 
not be exclusive of any other right which any Person may have or hereafter acquire under any 
statute or agreement, or pursuant to any vote of the Members, or otherwise. 

(f) The Company may purchase and maintain insurance, at its expense, on 
its own behalf and on behalf of any Indemnitee and of such other Persons as the Manager 
shall determine, against any liability (including expenses) that may be asserted against and 
incurred by such Person in connection with the Company’s activities pursuant to this 
Agreement, whether or not the Company would have the power to indemnify such Person 
against such liability under the terms of this Agreement.  In addition, the Company may enter 
into indemnification agreements with one or more of the Indemnitees pursuant to which the 
Company shall jointly and severally agree to indemnify such Indemnitee(s) to the fullest 
extent permitted by law, and advance to such Indemnitee(s) all related expenses, subject to 
reimbursement if it is subsequently determined that indemnification is not permitted. 

(g) In no event may an Indemnitee subject any Member to personal liability 
by reason of the indemnification provisions set forth in this Agreement. 

(h) An Indemnitee shall not be denied indemnification in whole or in part 
pursuant to this Section 7.05 because such Indemnitee has an interest in the transaction to 
which the indemnification relates if the transaction otherwise was permitted by the terms of 
this Agreement or permitted by agreement with the Company. 

(i) The provisions of this Section 7.05 are for the benefit of the Indemnitees, 
their heirs, successors, assigns, executors and administrators, and shall not be deemed to create 
any rights for the benefit of any other Person.  Any amendment, modification or repeal of this 
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Section 7.5 or any provision hereof shall be prospective only and shall not in any way affect 
the limitations of the Company’s liability to any Indemnitee under this Section 7.5 as in effect 
immediately prior to such amendment, modification or repeal with respect to claims arising 
from or relating to matters occurring, in whole or in part, prior to such amendment, 
modification or repeal, regardless of when such claims may arise or be asserted. 

Section 7.06 Liability of the Manager and its Affiliates. 

(a) The Manager, Tax Representative or Designated Individual and their 
respective attorneys, agents, and employees may not be liable to the Company or Members 
for errors of judgment or other acts or omissions not constituting fraud, gross negligence, or 
willful misconduct, as determined by a court of competent jurisdiction. 

(b) Subject to its obligations and duties as Manager set forth in Section 
7.01(a) hereof, the Manager may exercise any of the powers granted to it by this Agreement 
and perform any of the duties imposed upon it hereunder either directly or by or through its 
agents.  The Manager, Tax Representative or Designated Individual shall not be responsible 
for any misconduct or negligence on the part of any such agent appointed by it in good faith. 

(c) Any amendment, modification or repeal of this Section 7.06 or any 
provision hereof shall be prospective only and shall not in any way affect the limitations on 
the liability of the Manager or its Affiliates to the Company and the other Members under this 
Section 7.06 as in effect immediately prior to such amendment, modification or repeal with 
respect to claims arising from or relating to matters occurring, in whole or in part, prior to 
such amendment, modification or repeal, regardless of when such claims may arise or be 
asserted. 

Section 7.07 Other Matters Concerning the Manager. 

(a) The Manager may rely, and shall be protected in acting or refraining 
from acting, upon any resolution, certificate, statement, instrument, opinion, report, notice, 
request, consent, order, bond, debenture, or other paper or document believed by them to be 
genuine and to have been signed or presented by the proper party or parties. 

(b) In accordance with Section 7.01(a)(xvi), the Manager, Tax 
Representative or Designated Individual may consult with legal counsel, accountants, 
appraisers, management consultants, investment bankers and other consultants and advisers 
selected by it, and any act taken or omitted to be taken in reliance upon the opinion of such 
Persons as to matters which the Manager, Tax Representative or Designated Individual 
reasonably believes to be within such Person’s professional or expert competence shall be 
conclusively presumed to have been done or omitted in good faith. 

(c) In accordance with Section 7.01(a)(xxvii), the Manager may enter into 
a joint venture, partnership, or other co-ownership arrangement for the acquisition, 
development or improvement of any Properties.  In the event that the Manager enters into any 
such arrangement in which the Manager does not retain management control over the joint 
venture, partnership, or other co-ownership arrangement, in no event shall the Manager invest 
greater than five percent (5.0%) of the Company’s Assets in such joint venture, partnership, 
or other co-ownership arrangement.  Notwithstanding the foregoing of this Section 7.07(c), 
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in the event that more than five percent (5.0%) of the Company’s Assets become invested in 
any joint venture, partnership, or other co-ownership arrangement in which the Manager does 

not retain management control, then the Manager shall use all reasonable efforts to obtain 
management control over such joint venture, partnership, or other co-ownership arrangement 
and/or ensure, within a reasonable time, that less than or equal to five percent (5.0%) of the 

Company’s Assets remain invested in such joint venture, partnership, or other co-ownership 

arrangement. 

Section 7.08 Title to Company Assets.  Title to Company assets, whether real, 
personal or mixed and whether tangible or intangible, shall be deemed to be owned by the 
Company as an entity (either directly, or indirectly via the applicable Property Subsidiary), 

and no Member, individually or collectively, shall have any ownership interest in such 
Company assets or any portion thereof.  Subject to Section 7.07(c), title to any or all of the 

Company Properties and other assets shall be held only in the name of either the Company or 

the applicable Property Subsidiary. 

Section 7.09 Reliance by Third Parties.  Notwithstanding anything to the contrary 

in this Agreement, any Person dealing with the Company shall be entitled to assume that the 
Manager has full power and authority to encumber, sell or otherwise use in any manner any 

and all assets of the Company and to enter into any contracts on behalf of the Company, and 
such Person shall be entitled to deal with the Manager as if it were the Company’s sole party 
in interest, both legally and beneficially.  Each Member hereby waives any and all defenses 

or other remedies which may be available against such Person to contest, negate or disaffirm 
any action of the Manager in connection with any such dealing.  In no event shall any Person 
dealing with the Manager be obligated to ascertain that the terms of this Agreement have been 

complied with or to inquire into the necessity or expedience of any act or action of the 
Manager.  Each and every certificate, document or other instrument executed on behalf of the 

Company by the Manager shall be conclusive evidence in favor of any and every Person 
relying thereon or claiming thereunder that (i) at the time of the execution and delivery of 
such certificate, document or instrument, this Agreement was in full force and effect, (ii) the 

Person executing and delivering such certificate, document or instrument was duly authorized 
and empowered to do so for and on behalf of the Company and (iii) such certificate, document 
or instrument was duly executed and delivered in accordance with the terms and provisions 

of this Agreement and is binding upon the Company. 

Section 7.10 Total Expenses and Fees.  The Manager shall receive a fee (the “O&O 

Fee”) of up to 5% of the Gross Proceeds.  The Manager shall be responsible for paying all 
Organizational and Offering Expenses and all Selling Commissions.  If the amount of the 
Organizational and Offering Expenses and Selling Commissions exceeds the amount of the 

O&O Fee, the Manager shall be responsible for paying the excess. The O&O Fee will 
constitute a guaranteed payment under Code Section 707(c) to the extent required by 

applicable law. 

Section 7.11 FundAmerica Fee.  The Manager will sign agreements with the 
FundAmerica Entities for the provision of escrow, technology, and transfer agent services.  

The FundAmerica Entities will earn fees of up to 0.5% of the Gross Proceeds (the 

“FundAmerica Fee”).  The FundAmerica Fee will be paid by the Manager. 
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Section 7.12 Selling Commissions.  Certain Financial Advisors may act as a broker-
dealer with respect to the sale of Units and will receive selling commission equal to up to 
5.0% of the Gross Proceeds of Units sold by such Financial Advisor (the “Selling 
Commissions”).  The Selling Commissions, if any, will be paid by the Manager.  

Section 7.13 Operating Expenses.  The Manager shall be reimbursed for: 

(a) All costs of personnel employed or otherwise engaged by the Company 
or any Property Subsidiary, and directly involved in the operation of the Company or any 
Property Subsidiary; expenses of insurance required in connection with the operation of the 
Company; taxes and assessments on the investment and other taxes, including, without 
limitation, sales taxes allocable to the Company as an entity; travel expenses related to 
Company business; fees and expenses paid to consultants, bankers, independent contractors, 
insurance and other brokers and agents, and expenses in connection with the replacement, 
alternation, repair, leasing, maintenance, and operation of any Company assets; 

(b) Costs of any services performed for the Company or any Property 
Subsidiary; all accounting, marketing, legal, audit, and other professional and reporting fees 
and expenses, which may include, but are not limited to, preparation and documentation of 
Company bookkeeping, accounting and audits, and services necessary for the maintenance of 
the books and records of the Company; preparation and documentation of budgets, economic 
surveys, cash flow projections, and working capital requirements; preparation and 
documentation of Company state and U.S. federal tax returns; printing and other expenses and 
taxes incurred in connection with the issuance, distribution, transfer and recordation of 
documents in connection with the business of the Company; the costs of preparation and 
dissemination of informational material and documentation relating to the potential sale or 
other disposition of the investments and other assets; and the costs of supervision and the 
expenses of professionals employed by the Company in connection with any of the foregoing, 
including attorneys, accountants, and appraisers; provided, however, that the Company will 
not be charged for its pro rata share of any services not performed exclusively for the benefit 
of the Company. 

(c) Expenses in connection with distributions made by the Company to, and 
communications, bookkeeping and clerical work necessary in maintaining relations with, the 
Members, including expenses in connection with preparing and mailing confirmation required 
to be furnished to the Members pursuant to Section 8.05; 

(d) Expenses of revising, amending modifying, or terminating this 
Agreement, and of dissolving, terminating, reforming, liquidating, or winding up the 
Company or any Property Subsidiary; 

(e) Costs incurred in connection with any litigation in which the Company, 
the Manager, the Class D Member, or any Property Subsidiary is involved as well as any 
examination, investigation, or other proceeding conducted by any governmental agency of the 
Company (or such other Persons), including legal and accounting fees incurred in connection 
therewith; and 
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(f) The Company’s share of all fees, commissions, costs, and expenses 
incurred by any partnership of which the Company is a co-tenant, co-venturer, member or 
partner, as well as any similar amounts incurred by any Property Subsidiary. 

Section 7.14 Acquisition Fee.  Upon the acquisition of each Property, the Company 
shall pay the Class D Member an Acquisition Fee of up to 2.5% of the total capitalized 
acquisition costs incurred by the Company in acquiring such Property, for services in 
connection with the selection, evaluation, structure and purchase the Property (the 
“Acquisition Fee”). The Acquisition Fee will constitute a guaranteed payment under Code 
Section 707(c) except to the extent otherwise required by applicable law. 

Section 7.15 Asset Management Fee.  The Company will pay the Manager an Asset 
Management Fee equal up to 1.0% of the Real Estate Asset Value per annum, unless the 
Appraised Property Value is readily available (due to a refinancing for example), in which 
case the Company will pay the Manager up to 1.0% per annum of the greater of (a) the Real 
Estate Asset Value, or (b) the Appraised Property Value (the “Asset Management Fee”).  The 
Asset Management Fee shall be paid on a monthly basis; provided, however, that the Manager 
shall have the right to determine, at its sole discretion, whether to receive or defer the Asset 
Management Fee (and whether to receive the full amount of the Asset Management Fee 
payable hereunder).  The Asset Management Fee shall accrue, if unpaid.  Any accrued Asset 
Management Fee amount shall be paid after Section 5.01(b)(i) and (ii) are satisfied, but before 
any distribution pursuant to Section 5.01(b)(iii) is made. The Asset Management Fee will 
constitute a guaranteed payment under Code Section 707(c) to the extent required by 
applicable law. 

Section 7.16 Property Management Fee.  The Company will enter into a property 
management agreement with SCL or one or more other property managers (each of which may 
be an Affiliate of the Company or an unrelated and unaffiliated third party) to manage the day-to-
day operations of the Property (the “Property Management Agreements”).  Pursuant to the terms 
of the applicable Property Management Agreement, the Company shall appoint SCL or such other 
property manage collectively referred to herein as the “Property Manager”) to serve as the onsite 
manager to manage each of the Company’s Properties, for which the Property Manager shall 
receive compensation from the Company for such services and for ancillary services related thereto 
including, without limitation, construction management fees (the “Property Management Fees”).  
The Property Management Fees are anticipated (but not guaranteed) to be approximately five 
percent (5.0%) of gross revenues of each Property for such month, which Property Management 
Fee shall be paid in arrears, upon the terms and provisions of the applicable Property Management 
Agreement (which shall contain customary terms and conditions of property management 
agreements with institutional property managers for similarly situated properties). 

Section 7.17 Reserves.  The Company shall maintain reserves in such amounts as the 
Manager in its sole and absolute discretion determines to be necessary, adequate, appropriate 
or advisable to meet the Company’s existing or anticipated needs.  Without limiting the 
generality of the foregoing, the Manager, in its sole and absolute discretion, shall be entitled 
to cause the Company to draw funds from the reserve on behalf of the Company in order to 
invest in Properties and other assets, and to meet expenses and commitments of the Company 
in connection with its operations. 
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ARTICLE VIII 
RIGHTS AND OBLIGATIONS OF MEMBERS 

Section 8.01 Management of Business.  None of the Non-Sponsor Members shall 
take part in the operation, management or control (within the meaning of the Act) of the 
Company’s business, transact any business in the Company’s name or have the power to sign 
documents for or otherwise bind the Company except as otherwise specifically set forth in 
this Agreement.  The transaction of any such business by the Class D Member, any of its 
Affiliates, or any officer, director, employee or agent of the Company, or any of their 
Affiliates, in his, her or its capacity as such, shall not affect, impair or eliminate the limitations 
on the liability of the Members under this Agreement. 

Section 8.02 Officers.  The Class D Member may, in its sole discretion, from time to 
time, appoint one or more officers of the Company (each an “Officer” and, collectively, the 
“Officers”), and, to the extent set forth in a writing signed by the Class D Member, delegate 
to such Officer or Officers any of the Manager’s rights and powers to manage and control the 
business and affairs of the Company, provided that such Officers shall remain subject to the 
overall supervision and control of the Manager.  The Class D Member may remove and 
replace any such Officer or Officers, with or without cause, in its sole and absolute discretion.  
An Officer shall serve until his successor is chosen by the Class D Member or until his or her 
earlier removal, resignation or death.  Any two or more offices may be held by the same 
person.  Any Officer appointed will have the same fiduciary duties with respect to the 
Company as a manager has under the Act. 

Section 8.03 Duties and Conflicts.   

(a) The Members, in connection with their respective duties and 
responsibilities hereunder, shall at all times act in good faith and, except as expressly set forth 
herein, any decision or exercise of right of approval, consent, disapproval or deferral of 
approval by a Member is to be made by such Member pursuant to the terms of this Agreement 
in good faith. 

(b) Each Member recognizes that the other Members have or may have 
other business interests, activities and investments, some of which may be in conflict or 
competition with the business of the Company and that such other Member is entitled to carry 
on such other business interests, activities and investments.  Except as may be provided 
expressly in an employment agreement between a Member and the Company, no Member 
shall be obligated to devote all or any particular part of his or her time and effort to the 
Company and its affairs. 

Section 8.04 Return of Capital.  No Member shall be entitled to the withdrawal or 
return of its Capital Contribution, except to the extent of distributions made pursuant to this 
Agreement or upon termination of the Company as provided herein.  No Member shall have 
priority over any other Member either as to the return of Capital Contributions or, except to 
the extent provided by Section 5.01 or Section 14.03(a)(iv) hereof, or otherwise expressly 
provided in this Agreement, as to Net Profits, Net Losses or distributions. 

Section 8.05 Rights of Members Relating to the Company.   
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(a) In addition to other rights provided by this Agreement or by the Act, and 
except as limited by Section 8.05(b) hereof, each Member shall have the right, for a purpose 
reasonably related to such Member’s interest as a Member in the Company, upon written 
demand with a statement of the purpose of such demand and at such Member’s own expense: 

(b) to obtain a copy of this Agreement and the Certificate, and all 
amendments to the Agreement and the Certificate, together with executed copies of all powers 
of attorney pursuant to which this Agreement, the Certificate and all amendments to the 
Agreement and the Certificate have been executed; and 

(c) to obtain true and full information regarding the name and address of 
each Member, the amount of cash contributed by each Member and the amount each Member 
has agreed to contribute in the future, and the date on which each became a Member.  In order 
to obtain the information in this Section 8.05(c), the requesting Member must represent to 
the Manager in writing that the request for a copy or inspection of such information is not 
for the purpose of selling such information or copies thereof, using such information for 
commercial purposes unrelated to the Member’s interest in the Company as a Member or 
using such information for a commercial purpose other than in the interest of the Member 
relative to the affairs of the Company. 

(d) Nothing in this Section 8.05 shall be construed as giving any Member 
the right to obtain a copy of, or otherwise have access to, (i) the Schedule K-1 of any other 
Member, (ii) any other Member’s tax identification number or (iii) any other Member’s social 
security number.  Notwithstanding any other provision of this Section 8.05, the Manager may 
keep confidential from the Members, for such period of time as the Manager determines in its 
sole and absolute discretion to be reasonable, any information that (i) the Manager believes 
to be in the nature of trade secrets or other information the disclosure of which the Manager 
in good faith believes is not in the best interests of the Company, or (ii) the Company is 
required by law or by agreements with unaffiliated third parties to keep confidential. 

ARTICLE IX 
BOOKS, RECORDS AND ACCOUNTING 

Section 9.01 Records and Accounting.  The Manager shall keep or cause to be kept 
at the principal office of the Company appropriate books and records with respect to the 
Company’s business, including, without limitation, all records required by the Act and all 
books and records necessary to provide to the Members any information, lists and copies of 
documents required to be provided pursuant to Section 8.05 hereof.  The books of the 
Company shall be maintained for tax reporting purposes on an accrual basis of accounting. 

Section 9.02 Reports.  The Manager, as an expense of the Company, shall use its best 
efforts to send or cause to be sent, within ninety (90) days after the close of each Fiscal Year 
to each Person who was a Member of the Company at any time during such Fiscal Year, 
annual reports, and on or before March 15th of each Fiscal Year (or as soon as reasonably 
practicable thereunder) such tax information as shall be necessary for the preparation by such 
Person of such Person’s U.S. federal income tax return and, if applicable, such Person’s state 
income tax return.  In addition, the Manager shall send or cause to be sent (i) on a quarterly 
basis operational updates for the Company within forty-five (45) days following the end of 
each calendar quarter to each Person who was a Member of the Company at any time during 
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such calendar quarter; provided that the year-end report will be provided within six (6) months 
of year-end, and (ii) monthly general updates (expected to be made via podcast). 

Section 9.03 Fiscal Year.  The Fiscal Year of the Company (the “Fiscal Year”) shall 
be the calendar year. 

ARTICLE X 
TAX MATTERS 

Section 10.01 Preparation of Tax Returns.  The Manager shall arrange for the 
preparation and timely filing of all tax returns required to be filed by the Company for U.S. 
federal, state and local income tax purposes. 

Section 10.02 Tax Elections.  The Class D Member shall, in its sole and absolute 
discretion, determine whether to make, change, or revoke any available election (including, 
without limitation, the election under Section 6226 or Section 754 of the Code) or choose any 
available reporting method pursuant to the Code or state or local tax law.   

Section 10.03 Tax Representative. 

(a) The Class D Member is hereby appointed as the “partnership 
representative” within the meaning of Section 6223(a) of the Code and is hereby authorized to 
exercise any similar rights, powers, authority or obligations as provided for under state, local or 
foreign law (the “Tax Representative”). The Company hereby designates Brian Spear to act on 
behalf of the Manager in its capacity as the Tax Representative (the “Designated Individual”).  The 
Manager may name a replacement Tax Representative or Designated Individual at any time.  In 
such capacity, the Tax Representative shall have all of the rights, authority and power, and shall 
be subject to all of the obligations, of a Tax Representative to the extent provided in the Code and 
the Regulations, and the Members hereby agree to be bound by any actions taken by the Tax 
Representative in such capacity. The Tax Representative shall represent the Company in all tax 
matters to the extent allowed by law. Without limiting the foregoing, the Tax Representative is 
authorized and required to represent the Company (at the Company’s expense) in connection with 
all examinations of the Company’s affairs by tax authorities, including administrative and judicial 
proceedings, and to expend Company funds for professional services and costs associated 
therewith.  Any decisions made by the Tax Representative, including, without limitation, whether 
or not to settle or contest any tax matter, and the choice of forum for any such contest, and whether 
or not to extend the period of limitations for the assessment or collection of any tax, shall be made 
in the Tax Representative’s sole discretion. The Tax Representative will have the authority and 
responsibility to arrange for the preparation, and timely filing, of the Company’s tax returns. The 
Tax Representative shall have the right to cause the Company to make any elections under the 
Code (including Section 6226 of the Code) and any Regulations promulgated thereunder, and any 
elections under state, local or non-U.S. law, may take all actions the Tax Representative deems 
necessary or appropriate in connection with the foregoing and may make appropriate adjustments 
to the allocation and accounting provisions of this Agreement in connection with the foregoing. 
Each Member shall cooperate with the Tax Representative in connection with any an adjustment 
of any item of income, gain, loss, deduction, or credit of the Company or any Affiliate treated as 
a partnership for U.S. federal income tax purposes. The Tax Representative and the Designated 
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Individual shall be indemnified and reimbursed for all costs and expenses incurred in connection 
with serving in such capacity. 

(b) Each Member shall provide promptly, and update as necessary at any times 
requested by the Tax Representative, all information, documents, self-certifications, tax 
identification numbers, tax forms, and verifications thereof, that the Tax Representative deems 
necessary in connection with (1) any information required for the Company to determine the 
application of Sections 6221-6241 of the Code to the Company; (2) an election by the Company 
under Section 6226 of the Code; (3) an audit or a final adjustment of the Company by a taxing 
authority; or (4) any other tax purpose.  Each Member shall take any action reasonably requested 
by the Company in connection with an election by the Company under Section 6226 of the Code, 
or an audit or a final adjustment of the Company by a taxing authority (including, without 
limitation, promptly filing amended tax returns and promptly paying any related taxes, including 
penalties and interest).   

(c) The Members acknowledge that the Tax Representative may cause the 
Company to elect the application of Section 6226 of the Code and the Members shall take all 
actions reasonably requested by the Tax Representative or Designated Individual in connection 
with the foregoing.  This acknowledgement applies to each Member whether or not the Member 
owns any interest in the Company in both the reviewed year and the year of the tax adjustment.  If 
the Company elects the application of Section 6226 of the Code, the Members shall take into 
account and report to the United States Internal Revenue Service (or any other applicable taxing 
authority) any adjustment to their tax items for the reviewed year of which they are notified by the 
Company in a written statement, in the manner provided in Section 6226(b), whether or not the 
Member owns any interest in the Company at such time.  Any Member that fails to report its share 
of such adjustments on its tax return shall indemnify and hold harmless the Company, the Manager, 
the Tax Representative, the Designated Individual and each of their Affiliates from and against 
any and all liabilities related to taxes (including penalties and interest) imposed on the Company 
as a result of the Member’s inaction.  In addition, each Member shall indemnify and hold the 
Company, the Manager, the Tax Representative, the Designated Individual and each of their 
Affiliates harmless from and against any and all liabilities related to taxes (including penalties and 
interest) imposed on the Company (i) pursuant to Section 6221 of the Code, which liabilities relate 
to adjustments that would have been made to the tax items allocated to such Member had such 
adjustments been made for a tax year beginning prior to January 1, 2018 (and assuming that the 
Company had not made an election to have Section 6221 of the Code apply for such earlier tax 
years) and (ii) resulting from or attributable to such Member’s failure to comply with the 
provisions of this Section 10.03.  Each Member acknowledges and agrees that no Member shall 
have any claim against the Company, the Manager, the Tax Representative, the Designated 
Individual, or any of their Affiliates for any tax, penalties or interest resulting from the Company’s 
election under Section 6226 of the Code.  The Company may withhold from distributions to a 
Member pursuant to this Agreement any amounts owed by such Member to the Company pursuant 
to this Section 10.03..  

(d) Expenses incurred by the Tax Representative shall be borne by the 
Company, and the Company shall indemnify, defend, and hold the Tax Representative and 
Designated Individual harmless for all expenses, including legal and accounting fees, claims, 
liabilities, losses and damages incurred in connection with its serving in that capacity.. 
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Section 10.04 Withholding.   

(a) Each Member agrees to furnish the Company with any information, 
certifications, representations and forms as may reasonably be requested by the Manager or 
the Tax Representative to assist the Company in determining the extent of, and in fulfilling, 
any withholding obligations the Company may have, and warrants that the information, 
certifications, representations, and forms furnished by it shall be true, correct and complete in 
all material respects.  Each Member agrees to furnish the Company or the Manager with any 
representations and forms as shall reasonably be requested by the Company or the Manager 
to assist it in obtaining any exemption, reduction or refund of any withholding or other taxes 
imposed by any taxing authority or other governmental agency upon the Company or amounts 
paid to the Company.  Each Member acknowledges that it is responsible for compliance with 
all tax, exchange control, reporting and other laws and regulations applicable to its investment 
in the Company.  Each Member hereby represents that allocations, distributions and other 
payments to such Member by the Company are not subject to tax withholding obligations.  
Each Member hereby agrees to promptly notify the Manager in the event that any allocation, 
distribution or other payment previously exempt from such withholding becomes or is 
anticipated to become subject thereto.  Notwithstanding any other provision of this 
Agreement, each Member authorizes the Company to withhold and to pay over, or otherwise 
pay, any withholding or other taxes payable by the Company or any of its Affiliates (pursuant 
to the Code or any provision of United States federal, state, local or foreign tax law) with 
respect to such Member or as a result of such Member’s participation in the Company 
(including any interest, penalties and additions to tax imposed thereon and any liability with 
respect to any Imputed Underpayment Amounts required to be paid on behalf of, or with 
respect to, such Member or any former Member whose former interest in the Company is held 
by such Member) (“Withheld Amounts”), and if and to the extent that the Company shall be 
required to withhold or pay any such Withheld Amounts, such Member shall be deemed for 
all purposes of this Agreement to have received a payment from the Company as of the time 
such withholding or other tax is required to be paid, which payment shall be deemed to be a 
distribution with respect to such Member’s interest in the Company.  To the extent that such 
deemed distribution to such Member (or any successor to such Member) for any taxable 
period exceeds the distributions that such Member would have received for such period but 
for such withholding, such excess shall be treated as a loan which loan bears interest at an 
annual rate equal to the lesser of (a) ten percent (10%) per annum or (b) the highest 
nonusurious rate permitted by applicable law under such circumstances from the date of the 
applicable notice to the date of repayment.  Withheld Amounts so treated as advanced to any 
Member shall be repaid by such Member to the Company within thirty (30) days after the 
Company delivers a written request to such Member for such repayment; provided, however, 
that if any such repayment is not made, the Company may, in the sole discretion of the 
Manager (without prejudice to any other rights of the Company), collect such unpaid amounts 
from any subsequent Company distributions that otherwise would be made to such Member.  
Neither the Company nor the Manager shall be liable for any excess taxes withheld in respect 
of any Member, and, in the event of overwithholding, a Member’s sole recourse shall be to 
apply for a refund from the appropriate governmental authority. 

(b) Any withholdings referred to in this Section 10.04 shall be made at the 
maximum applicable statutory rate under the applicable tax law unless the Manager shall have 
received an opinion of counsel or other evidence, satisfactory to the Manager, to the effect 



 

4834-8315-1004.13  38  

that a lower rate is applicable, or that no withholding is applicable. Neither the Company nor 
the Manager shall be liable for any excess taxes withheld in respect of any Member, and, in 
the event of overwithholding, a Member’s sole recourse shall be to apply for a refund from 
the appropriate governmental authority. 

(c) If the Company receives a distribution from or in respect of which tax 
has been withheld, the Company shall be treated as having received cash in an amount equal 
to the amount of such withheld tax, and each Member shall be treated as having received as a 
distribution the portion of such amount that is attributable to such Member’s interest in the 
Company as equitably determined by the Manager. 

Section 10.05 Compliance with FATCA.  Each Member hereby agrees to provide to 
the Company on a timely basis (i) such information, representations, forms or other 
documentation as the Manager or Tax Representative may reasonably request in order for the 
Manager and the Company (and any member of any “expanded affiliated group” (as defined 
in Section 1471(e)(2) of the Code) of which the Manager, the Company or any of their 
Affiliates is a member) to comply with their obligations under, and avoid becoming subject 
to, withholding, or to obtain any available exemption, reduction or refund of any tax withheld, 
pursuant to (a) Sections 1471-1474 of the Code (or any amended or successor version thereof), 
Regulations and any forms, instructions or other guidance issued thereunder (now or in the 
future) and any intergovernmental agreement or other similar agreement between the United 
States and one or more other governments or tax authorities that is entered into in order to 
facilitate compliance with, or otherwise relates to, any of the preceding, together with any 
regulations, forms, instructions or other guidance issued (now or in the future) by any 
government or tax authority in a jurisdiction other than the United States in relation to any 
intergovernmental agreement or similar agreement (“FATCA”); or (b) any legislation in any 
jurisdiction that the Manager, Tax Representative or Designated Individual reasonably 
believes to be similar to FATCA; or (ii) any other information required for the Company to 
comply with its tax obligations (including, for the avoidance of doubt, obligations pursuant to 
any agreement that the Company enters into pursuant to Section 1471 of the Code or any 
similar agreement) or to answer any inquiries from any tax authority.  In the event that any 
Member fails to provide any of the information, representations, certificates or forms (or 
undertake any of the actions) required by this Section 10.05, the Manager shall be entitled to 
take any steps as the Manager determines in its sole discretion are necessary or appropriate to 
mitigate the consequences of such Member’s failure to comply with the requirements of this 
Section 10.05.  Each Member hereby consents to the Manager’s exercise of the remedies 
described above and agrees, to the fullest extent permitted by applicable law, to indemnify 
and hold harmless the Company, each investor in the Company, and the Manager and any 
Affiliate thereof against the amount of any costs incurred by the Company (including, without 
limitation, the withholding of any tax on payments to the Company pursuant to FATCA) as a 
result of (A) such Member’s failure to comply with any of the above requirements or to do so 
in a timely manner, or (B) such Member’s participation in the Company.  Each Member agrees 
that it will not make an election under Section 1471(b)(3) of the Code to have the Company 
withhold amounts on behalf of such Member. 

Section 10.06 Indemnity.  If the Company, the Manager or any of their respective 
Affiliates, or any of their respective Members, partners, members, officers, directors, 
employees, managers and, as determined by the Manager in its discretion, consultants or 
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agents, becomes liable as a result of a failure to withhold and remit taxes in respect of any 
Member (other than the Manager) or otherwise, then, in addition to, and without limiting any 
indemnities for which such Member may be liable under this Agreement, such Member (other 
than the Manager) shall, to the fullest extent permitted by law, indemnify and hold harmless 
the Company, the Manager or any of their respective Affiliates, or any of their respective 
Members, partners, members, officers, directors, employees, managers and, as determined by 
the Manager in its discretion, consultants or agents, as the case may be, in respect of all taxes, 
including, without limitation, interest and penalties and income taxes applicable to a 
Member’s allocable share of Company income, and any expenses incurred in any 
examination, determination, resolution and payment of any such liability. 

Section 10.07 Survival.  The provisions contained in Sections 10.02 through 10.06 
shall survive the termination of the Company, the amendment or termination of this 
Agreement and the transfer or assignment of any interest in the Company 

ARTICLE XI 
TRANSFER OF MEMBERSHIP INTERESTS 

Section 11.01 Representations of Members.  The Non-Sponsor Members 
acknowledge that they are fully aware that the Company is selling the Units in reliance upon 
the truth and accuracy of the representations of the Members contained in Section 15.10 of 
this Agreement and in such Members’ Subscription Agreements, as well as in reliance upon 
the exemption from registration provided by Section 506(c) of Regulation D promulgated 
under the Securities Act. 

Section 11.02 Transfer of Members’ Membership Interests.  The Non-Sponsor 
Members may not sell, assign, Transfer, offer to Transfer, convey, or otherwise dispose of, 
encumber, pledge, convey, or hypothecate (all of which actions are collectively referred to in 
this ARTICLE XI as a “Transfer”), all or any part of their Membership Interests except 
pursuant to Section 11.03 without the prior written consent of the Manager, which consent 
may be withheld in the sole discretion of the Manager.  The Company shall have a right of 
first refusal to purchase any Membership Interest that any Non-Sponsor Member proposes to 
Transfer, and such Membership Interest, if purchased by the Company, shall be sold at a price 
agreeable to the Manager and transferor, at the Manager’s sole discretion.  Transfers may be 
made only on forms provided by the Manager.  If any Non-Sponsor Member Transfer its, his, 
or her Membership Interest, their assignees shall not become Substituted Members unless the 
Manager shall have affirmatively consented in writing to such Persons becoming Substituted 
Members, which consent may be withheld in the sole discretion of the Manager.  Any such 
Transfer also shall comply with the following conditions: 

(a) No Transfer will be permitted if the Manager determines that such 
Transfer would increase the likelihood that the Company would be treated as a corporation or 
as a “publicly traded partnership” within the meaning of Sections 7704 or 469(k) of the Code. 

(b) In no event shall Units be transferred to a minor or an incompetent 
except by will or intestate succession. 
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(c) No Transfer will be permitted that would cause the assets of the 

Company to be characterized as “plan assets” under the Employee Retirement Income 

Security Act of 1974, as amended. 

(d) No Transfer will be permitted without first providing to the Manager such 

information, documentation and forms requested by the Manager to determine whether any tax 

withholding applies to the Transfer and evidence satisfactory to the Manager that any such required 

tax withholding has been done in accordance with applicable law. 

Section 11.03 Conditions and Effect of Transfer. 

(a) No Transfer will be binding upon the Company, the Manager or the 

Members until (i) the provisions of Section 11.02 have been met and (ii) the Manager has 

received, at the expense of the transferor or the transferee, an opinion of counsel satisfactory 

in form and substance to the Manager that neither the offer to Transfer nor the Transfer of 

such Membership Interest will violate any federal or state securities laws; (iii) in the case of 

a Transfer (but not an offer to Transfer), there shall have been filed with the Company a duly 

executed and acknowledged counterpart of the instrument making such Transfer, manually 

signed by both the transferor and the transferee, with such instrument evidencing the written 

acceptance by the transferee of all of the terms and provisions of this Agreement and 

containing a representation by the transferor that such Transfer was made in accordance with 

all applicable laws and regulations; and (iv) the transferor and the transferee have executed 

and provided such certificates and other documents and have performed such acts as the 

Manager deems necessary to preserve the limited liability status of the Company under the 

laws of the jurisdictions in which the Company is doing business, to preserve the U.S. federal 

tax status of the Company as a partnership rather than as an association or publicly traded 

partnership, to prevent the assets of the Company from being characterized as “plan assets” 

under the Employee Retirement Income Security Act of 1974, as amended, to preserve the 

status of the original or subsequent sale of such Membership Interest under the private offering 

exemption of the Securities Act, or any similar state exemption, and to evidence the agreement 

of such transferee to be bound by the terms and provisions of this Agreement.  Any Transfer 

of Membership Interests pursuant to this ARTICLE XI shall be subject to, and the transferee 

shall acquire the transferred Membership Interests subject to, all of the terms and provisions 

of this Agreement.  Notwithstanding anything else herein contained, the Manager may waive 

any one or more of the foregoing conditions in connection with a Transfer, and the consent of 

the Manager shall not be required for the Transfer of a Membership Interest by succession or 

testamentary disposition upon the death of a Non-Sponsor Member that is a natural Person. 

(b) All Transfers of a Non-Sponsor Member’s Membership Interest shall 

entitle the applicable transferee only to receive the economic interest to which the transferring 

Member otherwise would be entitled.  Such a transferee shall become a Substituted Member 

only with the written consent of the Manager following compliance with the conditions set 

forth in this Section 11.03 and in Section 11.02 hereof.  The Substituted Member also shall 

be required to (i) execute and acknowledge such instruments as the Manager deems necessary 

or advisable to effect the admission of such Person as a Substituted Member, and (ii) pay all 

reasonable expenses incurred by the Company in connection with such Person’s admission as 

a Substituted Member. 
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(c) All Transfers made in compliance with Sections 11.02 and 11.03 
hereof shall be effective (i) the first (1st) day of the month in which the Company receives 
the instrument described in clause (iii) of Section 11.03(a) above and any other documents 
required by the Manager in connection with the Transfer if such instrument and other 
documents are received on or before the fifteenth (15th) day of a month or (ii) the first day of 
the month immediately following the date the Company receives the instrument and 
documents described in clause (i) of this sentence if such instrument and other documents are 
received on or after the sixteenth (16th) day of a month.  Each Member agrees to execute such 
certificates and other documents and perform such acts as may be requested by the Manager 
in connection with such Transfer.  In the event that such a Transfer occurs, the Manager shall, 
as soon as practicable thereafter, amend the books and records of the Company to reflect the 
admission of any Substituted Members.  Until the books and records of the Company are so 
amended, an assignee shall not become a Substituted Member.  The Manager is not required 
to file any such amendment to this Agreement with the State of Delaware.  Any Substituted 
Member so Accepted to the Company will succeed to all the rights and economic attributes 
(e.g., Adjusted Capital Account balance, Unreturned Preferred Return balance, Unreturned 
Capital balance) and be subject to all the obligations of the transferring Member with respect 
to the Membership Interest as to which such Member was substituted.  The Members hereby 
consent to the substitution as a Member of any individual or entity approved by the Manager. 

(d) The Manager shall withhold its consent to any proposed Transfer of all 
or any part of an interest in the Company (including any right to or attribute of such interest 
or the capital, Net Profits or distributions of the Company), any such Transfer or purported 
Transfer shall be null and void and the Company shall not recognize the transferee, purported 
transferee or purported beneficial owner of such interest as a direct or indirect holder of an 
interest in the Company for any purpose, if the Manager determines that such Transfer, alone 
or when cumulated with other transfers (proposed or otherwise), would result in more than 
2.0% of the interests in the capital or Net Profits of the Company being transferred during 
such taxable year, unless the Manager receives an opinion of counsel to the Company that 
such Transfer or proposed Transfer will not result in the Company being treated as a “publicly 
traded partnership” under Section 7704 of the Code or in the Company failing to qualify for 
any safe harbor, exemption or other favorable treatment under Section 7704 of the Code, the 
regulations thereunder and any administrative rulings or policies with respect thereto.  For 
purposes of the preceding sentence, a Transfer will not include transfers which, in the 
determination of the Manager, constitute (i) transfers in which the basis of the interest in the 
hands of the transferee is determined, in whole or in part, by reference to its basis in the hands 
of the transferor or is determined under Section 732 of the Code, (ii) transfers at death, (iii) 
transfers to a spouse, brother, sister, ancestor or lineal descendant of the transferring Member, 
(iv) Transfers involving the issuance of interests by the Company in exchange for 
consideration, (v) transfers involving distributions from a retirement plan or individual 
retirement account, (vi) block transfers where a Member, in one or more transactions during 
any 30 calendar day period, transfers in the aggregate more than 2.0% of the total interests in 
Company capital or Net Profits, (vii) transfers pursuant to a right under redemption or 
repurchase agreement that is exercisable only upon the death, disability or mental 
incompetence of the Member or upon the retirement or termination of services of an individual 
who actively participated in the management of the Company or performed services on a full-
time basis for the Company, (viii) transfers through a “qualified matching service,” as defined 
by Regulations Section 1.7704-1(g) or (ix) transfers by one or more Members of interests 
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representing more than 50.0% of the total interests in Company capital and Net Profits in one 
transaction or a series of related transactions.  Transfers to which the Manager withholds its 
consent pursuant to this Section 11.03(d) will be permitted in the order requested as soon as 
such transfers can be made without violating the provisions of this Section 11.03(d). 

Section 11.04 Estate Planning Transfers.  Notwithstanding anything to the contrary 
contained in this Agreement, a Member (that is a natural Person) may, subject in all cases to 
approval by the Manager in its good faith judgment, Transfer his or her Units for estate 
planning purposes without complying with Sections 11.02 and 11.03(a)-(c) hereof, to (i) a 
trust under which the Transfer of the Units may be made only to beneficiaries who are such 
Member, his or her spouse, his or her parents, members of his or her immediate family and/or 
his or her lineal descendants (collectively, such Member’s “Immediate Family”), (ii) a 
charitable remainder trust, the income from which will be paid to such Member during his or 
her life, (iii) a corporation, the shareholders of which are only such Member and/or his or her 
Immediate Family, or (iv) a partnership or limited liability company, the partners or members 
of which are only such Member and/or his or her Immediate Family.  Subject to Section 11.07, 
Units also may be Transferred by will or as a result of the laws of intestacy. 

Section 11.05 Liabilities of Transferring Member.  Non-Sponsor Members who 
shall Transfer all of their Membership Interests shall cease to be Members of the Company, 
except that unless and until Substituted Members are Accepted in their stead, such transferring 
Members shall retain the statutory rights of assignors of limited liability company interests 
under the Act.  No substitution of an assignee as a Member shall operate to relieve the assignor 
of the liabilities imposed under the Act or of the assignor’s duties and obligations hereunder, 
unless the Manager agrees in writing to release such Member. 

Section 11.06 Record Owner of Membership Interest.  Notwithstanding anything 
contained in this Agreement to the contrary, both the Company and the Manager shall be 
entitled to prohibit the Transfer of a Non-Sponsor Member’s economic interest in the 
Company in accordance with Sections 11.02 and 11.03 hereof and to treat the transferor of 
any Membership Interest as the absolute owner thereof in all respects, and shall incur no 
liability for distributions of cash or other property made to such transferor, until such time as 
the above-referenced written instrument of Transfer has been received by, approved by and 
recorded on the books of, the Company. 

Section 11.07 Death, Incompetency, or Dissolution of a Member.  The death, legal 
incompetency, Bankruptcy or dissolution of a Member shall not dissolve the Company.  The 
rights and obligations of such Member to share in the Net Profits and Net Losses of the 
Company, to receive distributions of Available Cash, and to Transfer the Member’s 
Membership Interest pursuant to this ARTICLE XI, upon the happening of such an event, 
shall devolve upon such Member’s legal representative or successor-in-interest, as the case 
may be, subject to the terms and conditions of this Agreement, and the Company shall 
continue as a limited liability company.  Upon the death of a Member (that is a natural Person), 
the Member’s legal representative shall have all the other rights of a Member solely for the 
purpose of settling the Member’s estate.  In no event, however, may such estate, legal 
representative, or other successor in interest become a Substituted Member except in 
accordance with Sections 11.02 and 11.03 hereof.  Each Member’s estate or other successor 
in interest shall be liable for all the obligations and liabilities of such Member. 
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Section 11.08 Drag-Along Rights.   

(a) If the Class D Member enters into, or proposes to enter into (or the Manager 
so proposes), a transaction (or a series of related transactions) pursuant to which the Class D 
Member Transfers one-hundred percent (100%) of the Class D Member’s Class D Units to any 
Person (or group of Persons) (a “Drag-Along Transaction”), the Class D Member shall have the 
option to require all, but not less than all, of the other Members (the “Dragged Members”) to (i) 
Transfer all, but not less than all, of their Membership Interests to such Person (or group of 
Persons) in such Drag-Along Transaction in the manner set forth herein, and (ii) timely take all 
such other actions and execute such documents as the Class D Member reasonably requests in 
connection with such proposed Transfer, and to make representations and warranties, as 
applicable, and agree to covenants and indemnities that are substantially similar to those made by 
the Class D Member in connection with such Drag-Along Transaction (provided, that such 
Dragged Members’ representations and warranties shall be limited to due authorization and title).  
The aggregate purchase price paid by the Transferee(s) for all of the Membership Interests in a 
Drag-Along Transaction shall be allocated and distributed to each of the Members in accordance 
with Section 14.03(a)(iv). 

(b) The rights of the Class D Member under this Section 11.08 may be 
exercised only by delivery on behalf of the Class D Member to each Dragged Member of a written 
notice (the “Sale Notice”) of such proposed Transfer no later than thirty (30) days prior to the 
proposed closing thereof.  The Sale Notice shall make reference to the obligations of the Dragged 
Members hereunder and shall describe in reasonable detail (i) the Percentage Interest then owned 
by each Member, (ii) the name of the Transferee(s), (iii) the terms and conditions of the Transfer, 
including the form and amount of the consideration to be paid therefor and a true and complete 
copy of the offer comprising such proposed Transfer, and (iv) the proposed date, time and location 
of the closing of such Transfer.  Each Dragged Member shall thereupon deliver at such closing 
duly executed documents Transferring all of such Dragged Member’s Membership Interest, free 
and clear of all encumbrances, and each Dragged Member shall be entitled to receive the proceeds 
allocable to the Transfer thereof. 

(c) The Class D Member may cause the Dragged Members to Transfer all of 
their Membership Interests pursuant to this Section 11.08 in accordance with the Sale Notice only 
if (i) such Transfer is completed within ninety (90) days immediately following the date of delivery 
of the Sale Notice, (ii) such Transfer is made for substantially the same consideration and on 
substantially the same terms and conditions as set forth in the Sale Notice, and (iii) the Drag-Along 
Transaction complies with applicable law.  If such a Transfer is not consummated within such 
specified period in the manner described above, then the Members shall continue to hold their 
Membership Interests subject to the provisions of this Article XI, and the provisions of this 
Agreement must be satisfied de novo before the Class D Member may cause all of the other 
Members to Transfer all of their Membership Interests pursuant to this Section 11.08. 

Section 11.09 Class D Member Purchase Option; Triggering Events.   

(a) Upon the occurrence of any Triggering Event by a Member other than the 
Class D Member (in such case, the “Triggering Member”), the Class D Member shall have the 
right but not the obligation to purchase the Units owned by the Triggering Member (the “Buy-Out 
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Right”), which right may be exercised pursuant to the procedures set forth in Sections Section 
11.09(a)-(d) below 

(b) The Class D Member may exercise its Buy-Out Right by delivering a 
written notice to the Triggering Member within thirty (30) days of the occurrence of any Triggering 
Event.  Within ten (10) days from the date of the delivery of such notice (the “Notice Date”), the 
Triggering Member and the Class D Member shall each agree on a qualified valuation firm (the 
“Valuation Firm”) for the purposes of determining the fair market value of the Membership 
Interest owned by the Triggering Member.  In the event that the Triggering Member and the Class 
D Member cannot agree on a Valuation Firm within such time, then within five (5) days from the 
end of such initial ten (10) day period, the Triggering Member shall select one valuation firm and 
the Class D Member shall select one valuation firm, and those two valuation firms shall, within 
fifteen (15) days from the Notice Date, agree on a third independent valuation firm (which shall 
then become the Valuation Firm), which decision shall be final and binding on the parties (and in 
the event either the Class D Member or the Triggering Member does not so select a valuation firm 
within such time period, the choice of the other shall be selected as the Valuation Firm).  The 
Valuation Firm shall then have forty-five (45) days to determine the fair market value of the 
Membership Interest owned by the Triggering Member (for purposes of this Section Section 11.09 
only, the “Buy-Out Price”), which determination shall be final and binding on the Class D Member 
and the Triggering Member 

(c) The Class D Member shall have thirty (30) days from the date the Valuation 
Firm determines the Buy-Out Price to purchase the Percentage Interest owned by the Triggering 
Member by paying to the Triggering Member the Buy-Out Price in immediately available funds 

(d) The Triggering Member shall take all actions as may be reasonably 
necessary to consummate the sale contemplated by this Section Section 11.09, including, without 
limitation, entering into agreements and delivering certificates and instruments and consents as 
may be deemed necessary or appropriate. 

ARTICLE XII 
VOTING RIGHTS, MEETINGS OF THE COMPANY,  

AND AMENDMENTS TO THIS AGREEMENT 

Section 12.01 Voting Rights.  Except as expressly provided in Section 12.03(b) and 
Section 13.01, the Non-Sponsor Members shall have no right to vote upon any matter 
affecting the Company.  Votes may be cast on any matter submitted for consideration at a 
duly called meeting of the Company, or without a meeting upon call of the Manager or the 
Class D Member.  Within twenty (20) days after receipt of such a request, the Manager (i) 
shall provide the Class D Member, and each of the Non-Sponsor Members as applicable, with 
appropriate ballots, which ballots shall include a verbatim statement of the wording of any 
resolution proposed for adoption by the Manager or Class D Member, and shall specify a 
time not less than fifteen (15) nor more than sixty (60) days after receipt of such request by 
which such ballots shall be returned. 

Section 12.02 Meetings of the Company.  Meetings of the Company may be called 
by the Manager or the Class D Member.  Within twenty (20) days after receipt of such request, 
the Manager shall provide all Members with written notice of a meeting to be held not less 
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than fifteen (15) nor more than sixty (60) days after receipt of such written request, which 
notice (i) shall specify the time and place of such meeting, (ii) shall contain a detailed 
statement of each matter to be acted on at such meeting, and (iii) shall include proxies or 
written consents which specify a choice between approval or disapproval of each matter to be 
acted upon at such meeting.  Meetings of the Company shall be held at such location as shall 
be specified by the Manager.  Voting by proxy shall be permitted.  Notwithstanding the 
foregoing of this Section 12.02, in the event that the proposal concerns an amendment to the 
Agreement as described in Section 12.03(b), entitling the Non-Sponsor Members to vote at 
such meeting, a majority of the Membership Interests, represented in person or by proxy, shall 
constitute a quorum at such a meeting of the Company.  Members of the Company may 
participate in any meeting of the Members, for which such Members are appropriately invited, 
by means of conference telephone or similar communication if all persons participating in 
such meeting can hear one another for the entire discussion of the matter(s) to be voted upon, 
and participating in a meeting pursuant to this provision of this Section 12.02 shall constitute 
presence in person at such meeting. 

Section 12.03 Amendment of Agreement. 

(a) The Manager shall have the right, without first proposing such 
amendment to the Members and without notice to, or the vote or consent of, the Members, to 
amend the Agreement: (i) to correct a scrivener’s error; (ii) to reflect a ministerial amendment; 
(iii) to satisfy a requirement by state or federal securities authorities; (iv) to add to the duties 
or responsibilities of the Manager pursuant to Section 7.01(a)(xxvi); (v) to reflect the Transfer 
of Membership Interests pursuant to Section 11.02; (vi) to reflect the receipt by the Company 
of additional Capital Contributions (out of the Prime Trust Escrow Account); or (vii) to reflect 
the admission of additional Members pursuant to Section 4.04.  Proposed amendments, 
subject to the conditions set forth in this ARTICLE XII may concern any Article in this 
Agreement, including, but not limited to the removal of the Manager and election of a 
substitute Manager; provided, however, that any proposed amendment which negatively 
affects any Member’s economic interests must be approved by such affected Member. 

(b) Following any proposal of an amendment, other than an amendment to 
be made pursuant to Section 4.04, 7.01(a)(xxvi), Section 8.02, or 11.04, the Manager, within 
twenty (20) days after receipt, shall submit to all Members a verbatim statement of the 
proposed amendment.  The Manager shall include in such submission an opinion of counsel 
to the Manager concerning whether the proposed amendment would result in changing the 
liability of the Manager or the Members, or allowing the Members to take part in the control 
or management of the Company.  The Manager also may include in said submission its 
recommendation as to the proposed amendment.  In the case of any proposed amendment that 
would affect the allocations or distributions provided for in ARTICLE V or VI hereof, the 
Manager shall include in said submission the written advice of counsel experienced in U.S. 
federal income tax matters as to the effect, if any, which such amendment would have on such 
allocations and distributions and on the bases of the Members’ Membership Interests.  Any 
Member, at the Member’s sole expense, may include an opinion of counsel experienced in 
matters under the Act concerning the effect of the proposed amendment.  Except as otherwise 
provided in Section 12.03(a) hereof, all proposed amendments, whether proposed by the 
Manager or by the Class D Member, shall be submitted to the Members for a vote, and the 
affirmative vote of holders of fifty (50.0%) of the Membership Interests of the Non-Sponsor 
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Members shall be required to approve any such amendment (unless a greater or different 
majority shall be required in any specific instance pursuant to the terms hereof).  The Manager 
may seek the written vote of the Members as provided in Section 12.01 hereof or may call a 
meeting as provided in Section 12.02 hereof.  Notwithstanding anything to the contrary set 
forth in this Agreement, the matters detailed in this Section 12.03(b) represent the sole and 
complete grant of authority for the Non-Sponsor Members to vote upon any matter affecting 
the Company. 

ARTICLE XIII 
REMOVAL OR WITHDRAWAL OF THE MANAGER 

Section 13.01 Removal of Manager.  The Manager may not be removed by the 
Members other than for acts or omissions constituting fraud, gross negligence, or willful 
misconduct, as determined by a non-appealable judgment of a court of competent jurisdiction. 

Section 13.02 Death, Incompetency, Bankruptcy, Dissolution, or Withdrawal of a 
Manager. 

(a) Subject to the provisions of Section 14.01(c) and Section 14.02 hereof, 
the death, incompetency, Bankruptcy or dissolution of the Manager shall dissolve the 
Company. 

(b) The Manager may withdraw, whether through resignation or otherwise 
at any time provided that the Manager shall give at least sixty (60) days’ prior written notice 
to the Members of such resignation, and such withdrawal shall become effective at the 
expiration of such sixty-day period.  In the event of the withdrawal of the Manager, a 
replacement Manager will be appointed by the Class D Member. 

Section 13.03 Admission of Substituted Manager.  No Person or entity shall be 
admitted as a substituted Manager unless all of the following conditions are met or waived 
by the Class D Member: 

(a) such Person or entity agrees in writing to become a substituted Manager; 

(b) counsel for the Company renders an opinion that such admission is in 
conformity with the Act and will not cause a termination or dissolution of the Company or 
cause it to be classified other than as a partnership for U.S. federal income tax purposes; and 

(c) such Person or entity executes and acknowledges such instruments as 
may be necessary or advisable to effect the admission of such Person or entity as a substituted 
Manager, including, without limitation, the written acceptance and adoption by such Person 
of the provisions of this Agreement and the filing of an amendment to this Agreement 
evidencing such admission. 

Upon satisfaction or waiver of the foregoing conditions, this Agreement shall be 
amended in accordance with the Act, and all other steps shall be taken as are reasonably 
necessary to effect the admission of the substituted Manager. 
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ARTICLE XIV 
DISSOLUTION AND LIQUIDATION 

Section 14.01 Dissolution.  The Company shall not be dissolved by the withdrawal of 
any Members or by the admission of any additional or substituted Member in accordance with 
the terms of this Agreement.  The Company shall dissolve, and its affairs shall be wound up, 
upon the first to occur of any of the following (“Liquidating Events”): 

(a) an election to dissolve the Company made in writing by the Manager 
after the sale of the last Property or in the event all of the Company’s Assets are liquidated in 
some other transaction; 

(b) entry of a decree of judicial dissolution of the Company pursuant to the 
provisions of the Act; 

(c) the Bankruptcy, death, dissolution, or adjudication of incompetency of 
the Manager, in each case subject to the provisions of Section 14.02 hereof, and further 
provided that for purposes of this Section 14.01(c), the term “dissolution” shall not include 
the merger, consolidation, or recapitalization of the Manager; or 

(d) the sale of all or substantially all of the assets and Properties of the 
Company, unless the Manager elects to continue the Company business for the purpose of the 
receipt and the collection of indebtedness or the collection of other consideration to be 
received in exchange for the assets of the Company (which activities shall be deemed to be 
part of the winding up of the Company). 

Section 14.02 Reformation.  Notwithstanding the foregoing of Section 14.1, in the 
event of a dissolution pursuant to Section 14.01(c) above, the Company shall not be dissolved 
if either of the following conditions is met: (i) the remaining Manager or Managers agree to 
continue the business of the Company or (ii) in the event there is no Manager remaining at 
such time, the Class D Member votes within ninety (90) days following the occurrence of one 
of the events specified in Section 14.01(c), to continue the business of the Company on the 
same terms and conditions as are contained herein and, by vote of the Class D Member, elect 
a substituted Manager admitted pursuant to Section 13.03 hereof within one hundred eighty 
(180) days following the occurrence of one of the events specified in Section 14.01(c).  If 
either of the foregoing conditions are met, then the provisions of ARTICLE XIV, other than 
those contained in this Section 14.02, shall not apply, the Company shall continue its business 
without dissolving.  In the event of such reformation, all of the assets and liabilities of the 
Company shall be contributed to the new limited liability company which shall be formed and 
all parties to this Agreement shall become members in such new limited liability company 
and, unless otherwise agreed to by the Class D Member, this Agreement, as it from time to 
time may be amended, shall continue as the limited liability company agreement of such new 
limited liability company. 

Section 14.03 Winding Up. 

(a) Upon the occurrence of a Liquidating Event, the Company shall 
continue solely for the purposes of winding up its affairs in an orderly manner, liquidating its 
assets (subject to the provisions of Section 14.03(b) below), and satisfying the claims of its 
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creditors and Members.  No Member shall take any action that is inconsistent with, or not 
necessary to or appropriate for, the winding up of the Company’s business and affairs.  The 
Manager (or, in the event there is no remaining Manager, the Class D Member (the 
“Liquidator”)) shall be responsible for overseeing the winding up and dissolution of the 
Company and shall take full account of the Company’s liabilities and Property and the 
Company Property shall be liquidated as promptly as is consistent with obtaining the fair 
market value thereof, and the proceeds therefrom shall be applied and distributed in the 
following order: 

(i) first, to the payment and discharge of all of the Company’s debts 
and liabilities to creditors other than the Members; 

(ii) second, to the establishment of any reserves which the Liquidator 
may deem necessary for any anticipated, contingent or unforeseen liabilities or obligations of 
the Company arising out of the conduct of its business, which reserves will be held in escrow 
until the expiration of such period of time as the Manager or the Liquidator, as the case may 
be, shall deem advisable, at which time any balance of any such reserves not required to 
discharge such liabilities or obligations shall be distributed as provided in subsections (3) and 
(4) below; 

(iii) third, to the payment and discharge of all of the Company’s debts 
and liabilities to the Members (other than in respect of their Membership Interests); and 

(iv) thereafter, in accordance with Section 5.01(b) hereof, but 
disregarding for these purposes the phrase “solely to each Member who has been invested in 
the Company for the entirety of the applicable quarter”. 

(b) Notwithstanding the provisions of Section 14.03 (a) hereof which 
require liquidation of the assets of the Company, but subject to the order of priorities set forth 
therein, if prior to or upon dissolution of the Company the Liquidator determines that an 
immediate sale of part or all of the Company’s assets would be impractical or would cause 
undue loss to the Members, the Liquidator may, in its sole and absolute discretion, defer for 
a reasonable time the liquidation of any assets except those necessary to satisfy liabilities of 
the Company (including to those Members as creditors) and/or distribute to the Members, in 
lieu of cash, as tenants in common and in accordance with the provisions of Section 14.03(a) 
hereof, undivided interests in such Company assets as the Liquidator deems not suitable for 
liquidation.  Any such distributions in kind shall be made only if, in the good faith judgment 
of the Liquidator, such distributions in kind are in the best interest of the Members, and shall 
be subject to such conditions relating to the disposition and management of such assets as the 
Liquidator deems reasonable and equitable and to any agreements governing the operation of 
such assets at such time.  The Liquidator shall determine the fair market value of any asset 
distributed in kind using such reasonable method of valuation as it may adopt. 

(c) As part of the liquidation and winding-up of the Company, the 
Liquidator may sell Company assets only with the consent of the Manager, and solely on an 
“arm’s-length” basis, at the best price and on the best terms and conditions as the Liquidator 
in good faith believes are reasonably available at the time. 
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(d) The Manager shall not receive any additional compensation for any 
services performed pursuant to this ARTICLE XIV, but shall be reimbursed for any expenses 
incurred on behalf of the Company. 

(e) Notwithstanding anything to the contrary in this Agreement, upon a 
liquidation within the meaning of Section 1.704-1(b)(2)(ii)(g) of the Regulations, if any 
Member has a negative Capital Account balance (after giving effect to all contributions, 
distributions, allocations and other Capital Account adjustments for all taxable years, 
including the year during which such liquidation occurs), that Member shall not have any 
obligation to make any contribution to the capital of the Company, and the negative balance 
of that Member’s Capital Account shall not be considered a debt owed by that Member to the 
Company or to any other Person for any purpose whatsoever. 

Section 14.04 Indebtedness of Members.  Notwithstanding the foregoing, if any 
Member shall be indebted to the Company, then until payment of such amount by him, the 
Liquidator shall retain such Member’s distributive share of the assets and apply such assets 
or the income therefrom to the liquidation of such indebtedness and the cost of holding such 
assets during the period of such liquidation.  If such amount has not been paid or otherwise 
liquidated at the expiration of six (6) months after the date of dissolution of the Company, the 
Liquidator may sell the interest of such Member at a public or private sale at the best price 
immediately obtainable which shall be determined in the sole judgment of the Liquidator.  
The proceeds of such sale shall be applied to the liquidation of the amount then due under this 
ARTICLE XIV, and the balance of such proceeds, if any, shall be delivered to such Member. 

Section 14.05 Rights of Members.  Except as otherwise provided in this Agreement, 
each Member shall look solely to the assets of the Company for the return of its Capital 
Contribution and shall have no right or power to demand or receive property other than cash 
from the Company.  Except as provided herein, no Member shall have priority over any other 
Member as to the return of its Capital Contributions, distributions, or allocations. 

Section 14.06 Documentation of Liquidation.  Upon the completion of the 
liquidation of the Company’s cash and property as provided in Section 14.03 hereof, the 
Company shall be terminated and the Certificate and all qualifications of the Company as a 
foreign limited liability company in jurisdictions shall be canceled and such other actions as 
may be necessary to terminate the Company shall be taken.  The Liquidator shall have the 
authority to execute and record any and all documents or instruments required to affect the 
dissolution, liquidation and termination of the Company. 

Section 14.07 Reasonable Time for Winding-Up.  A reasonable time shall be 
allowed for the orderly winding-up of the business and affairs of the Company and the 
liquidation of its assets pursuant to Section 14.03 hereof, in order to minimize any Net Losses 
otherwise attendant upon such winding-up, and the provisions of this Agreement shall remain 
in effect between the Members during the period of liquidation. 

Section 14.08 Liability of the Liquidator.  The Liquidator shall be indemnified and 
held harmless by the Company from and against any and all claims, demands, liabilities, costs, 
damages and causes of action of any nature whatsoever arising out of or incidental to the 
Liquidator’s taking of any action authorized under or within the scope of this Agreement; 
provided, however, that the Liquidator shall not be entitled to indemnification, and shall not 
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be held harmless, where the claim, demand, liability, cost, damage or cause of action at issue 
arises out of: 

(i) a matter entirely unrelated to the Liquidator’s action or conduct 
pursuant to the provisions of this Agreement; or 

(ii) the proven willful misconduct or gross negligence of the 
Liquidator. 

Section 14.09 Waiver of Partition.  Each Member hereby waives any right to partition 
of any of the Company’s (including any Property Subsidiary) property or assets. 

ARTICLE XV 
GENERAL PROVISIONS; MISCELLANEOUS 

Section 15.01 Appointment of Manager as Attorney-in-Fact.   

(a) Each Member, by the execution of this Agreement, irrevocably constitutes 
and appoints the Manager its true and lawful attorney-in-fact with full power and authority in its 
name, place and stead to execute, acknowledge, deliver, swear to, file and record at the appropriate 
public offices such documents as may be necessary or appropriate to carry out the provisions of 
this Agreement, including, but not limited to: 

(i) All fictitious name certificates and all certificates and other 
instruments (including the Certificate of Formation and counterparts of this Agreement), and any 
amendment or restatement thereof, which the Manager deems appropriate to form, qualify or 
continue the Company as a limited liability company in the jurisdictions in which the Company 
may conduct business or in which such formation, qualification or continuation is, in the opinion 
of the Manager, necessary or desirable to protect the limited liability of the Members; 

(ii) All amendments to this Agreement and the Certificate of Formation 
adopted in accordance with Section 12.03 and all instruments which the Manager deems 
appropriate to reflect a change or modification of the Company in accordance with the terms of 
this Agreement;  

(iii) Any and all agreements, instruments or other documents necessary 
or desirable (in the reasonable opinion of the Manager) to effectuate the transactions contemplated 
in Section 4.05(c)(iv); and 

(iv) All conveyances and other instruments which the Manager deems 
appropriate to reflect the dissolution and termination of the Company. 

(b) The foregoing appointment shall be deemed to be a power coupled with an 
interest, in recognition of the fact that each of the Members under this Agreement will be relying 
upon the power of the Manager to act as contemplated by this Agreement in any filing and other 
action by the Manager on behalf of the Company, and shall survive the bankruptcy, death, 
adjudication of incompetence, or dissolution of any Member hereby giving such power and the 
transfer or assignment of all or any part of the Membership Interest of such Member; provided, 
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however, that in the event of the Transfer by a Member of all of its Membership Interest, the 
foregoing power of attorney of a transferor Member shall survive such Transfer only until such 
time as the Transferee shall have been admitted to the Company as a Member, and all required 
documents and instruments shall have been duly executed, filed and recorded to effect such 
substitution. 

Section 15.02 Addresses and Notice.  The Manager shall keep or cause to be kept at 
the principal office of the Company appropriate books and records with respect to the names, 
addresses, telephone numbers, telefax numbers and e-mail addresses of the Members.  All 
notices, requests, demands and other communications hereunder to a Member shall be in 
writing and shall be deemed to have been duly given if delivered by e-mail, facsimile, by hand 
or if sent by certified mail, return receipt requested, properly addressed and postage prepaid, 
or transmitted by commercial overnight courier to the Member at the address set forth in the 
books and records of the Company or at such other address as the Member shall notify the 
Manager in writing.  Such communications shall be deemed sufficiently given, served, sent 
or received for all purposes at such time as delivered to the addressee (with the return receipt 
or delivery receipt being deemed conclusive evidence of such delivery) or at such time as 
delivery is refused by the addressee upon presentation. 

Section 15.03 Titles and Captions.  All article or section titles or captions in this 
Agreement are for convenience only.  They shall not be deemed part of this Agreement and 
in no way define, limit, extend or describe the scope or intent of any provisions hereof.  Except 
as specifically provided otherwise, (i) references to “Articles” and “Sections” are to Articles 
and Sections of this Agreement, and (ii) references to “Exhibits” are to the Exhibits attached 
to this Agreement.  Each Exhibit attached hereto and referred to herein is hereby incorporated 
by reference. 

Section 15.04 Pronouns and Plurals.  Whenever the context may require, any 
pronoun used in this Agreement shall include the corresponding masculine, feminine or neuter 
forms, and the singular form of nouns, pronouns and verbs shall include the plural and vice 
versa.  Any references in this Agreement to “including” shall be deemed to mean “including 
without limitation.” 

Section 15.05 Further Action.  The parties shall execute and deliver all documents, 
provide all information and take or refrain from taking action as may be necessary or 
appropriate to achieve the purpose of this Agreement. 

Section 15.06 Binding Effect.  This Agreement shall be binding upon and inure to the 
benefit of the parties hereto and their heirs, executors, administrators, successors, legal 
representatives and permitted assigns. 

Section 15.07 Creditors.  None of the provisions of this Agreement shall be for the 
benefit of, or shall be enforceable by, any creditor of the Company. 

Section 15.08 Waiver.  No failure by any party to insist upon the strict performance 
of any covenant, duty, agreement or condition of this Agreement or to exercise any right or 
remedy consequent upon a breach thereof shall constitute waiver of any such breach or any 
other covenant, duty, agreement or condition. 
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Section 15.09 No Agency.  Nothing contained herein shall be construed to constitute 
any Member the agent of another Member, except as specifically provided herein, or in any 
manner to limit the Members in the carrying on of their own respective businesses or 
activities. 

Section 15.10 Representations of Non-Sponsor Members; Investor Suitability.  
Each Non-Sponsor Member hereby represents and warrants to, and agrees with, the Manager 
and the Company as follows: 

(a) Such Non-Sponsor Member hereby acknowledges that the issuance and sale 
of Membership Interests in the Company to the Members pursuant to the Offering has not been 
qualified or registered under the securities laws of any state, nor registered under the Securities 
Act of 1933, as amended, in reliance upon exemptions from the registration provisions of such 
laws.  In addition, such Non-Sponsor Member acknowledges that no attempt has been made to 
qualify the offering and sale of Membership Interests to Members under any state’s “blue sky” 
laws, also in reliance upon an exemption from the requirement that a permit for issuance of 
securities be procured. 

(b) Such Non-Sponsor Member is an “accredited investor” within the 
meaning of Rule 501 under Regulation D of the Securities Act of 1933, as amended. 

(c) Such Non-Sponsor Member is knowledgeable in and experienced with 
respect to investments in general and with respect to investments of a nature similar to an 
investment in the Company.  By reason of such knowledge and experience, such Non-Sponsor 
is capable of evaluating the merits and risks of, and making an informed business decision 
with regard to, an investment in the Company.  Such Non-Sponsor Member can bear the 
economic risk of its investment in the Company and can afford the loss of its entire investment 
in the Company.  

(d) Such Non-Sponsor Member understands that there is an extremely high 
degree of risk in this investment.  Investment into this Company should not be purchased by 
any purchaser who cannot afford the loss of its entire investment.  An investment in a 
Membership Interest is riskier than an investment in publicly traded securities of companies 
traded on exchanges or over-the-counter, mutual funds, certificates of deposit, municipal 
bonds, corporate bonds, government obligations or securities purchased in firmly 
underwritten offerings.  Only those investors who can tolerate such risk should purchase the 
Membership Interest. 

(e) Such Non-Sponsor Member is acquiring the Membership Interest for 
investment purposes for its own account and not with a view to or for sale in connection with any 
distribution of all or any part of the Membership Interest.  No other person will have any direct or 
indirect beneficial interest in or right to such Membership Interest. 

(f) Such Non-Sponsor Member acknowledges that it has had the full 
opportunity, in reviewing this Agreement, to obtain legal, tax, and investment advice 
regarding its Acceptance to the Company as a Member. 
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(g) Such Non-Sponsor Member acknowledges that: (i) the tax consequences 
to the Non-Sponsor Member of acquiring Units will depend on the Non-Sponsor Member’s 
particular circumstances, and none of the Company, the Manager, the Tax Representative, the 
Designated Individual, the other Members, nor the respective Affiliates thereof will be 
responsible or liable for the tax consequences to the Non-Sponsor Member of an investment 
in the Company, (ii) the Non-Sponsor Member will look solely to, and rely upon, its own 
advisers with respect to the tax consequences of this investment, and (iii) the Non-Sponsor 
Member is aware of the income tax consequences of the allocations made by this Agreement 
and hereby agrees to be bound by the provisions of this Agreement in reporting its share of 
Company income and losses for income tax purposes. 

Section 15.11 Entire Understanding.  This Agreement (including all related Exhibits 
and Schedules), together with the Subscription Agreement, constitutes the entire agreement 
of the Manager, the Members and their respective Affiliates relating to the Company, and 
supersedes all prior contracts or agreements with respect to the Company, whether oral or 
written.  Notwithstanding any other provision of this Agreement, the Members hereby 
acknowledge and agree that the Manager, in its sole and absolute discretion, on its own behalf 
or on behalf of the Company, may enter into side letters or other written agreements to or with 
any Member that has the effect of establishing rights under, or altering or supplementing the 
terms hereof and of any Subscription Agreement (“Side Letters”) without the consent of any 
Person (including, without limitation, any other Member), in connection with the admission 
of such Member to the Company and without offering such terms to other Members; provided, 
however, that the economic terms set forth in any such Side Letter shall not affect the 
economic rights of any other Member under Article IV or any other provision of this 
Agreement, and such economic terms shall be determined solely as between such Member 
and the Manager. The terms of any such Side Letter with a Member shall govern with respect 
to such Member, notwithstanding the provisions of this Agreement and the Subscription 
Agreement. 

Section 15.12 Counterparts.  This Agreement may be executed in counterparts, all of 
which together shall constitute one agreement binding on all the parties hereto, 
notwithstanding that all such parties are not signatories to the original or the same counterpart.  
Each party shall become bound by this Agreement immediately upon affixing its signature 
hereto. 

Section 15.13 Applicable Law.  This Agreement shall be construed in accordance 
with and governed by the laws of the State of Delaware, without regard to the principles of 
conflicts of law. 

Section 15.14 Invalidity of Provisions.  If any provision of this Agreement is or 
becomes invalid, illegal or unenforceable in any respects, the validity, legality and 
enforceability of the remaining provisions contained herein shall not be affected thereby. 

[Signatures on Following Page] 



 

 [Signature Page to LLC Agreement] 

IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the 
date first written above. 

MANAGER: 

SUNRISE MANAGER III, LLC 

 

By:        

Name:        

Title:        

 

CLASS D MEMBER: 

SUNRISE MANAGER III, LLC 

 

By:        

Name:        

Title:        

 

NON-SPONSOR MEMBERS: 

[AS PER SUBSCRIPTION DOCUMENTS] 
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EXHIBIT A 
SCI GROWTH & INCOME FUND III, LLC 
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TOTAL 
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PERCENTAGE 

INTEREST 

PERCENTAGE 
OWNERSHIP OF 

CLASS A 

CAPITAL ACCOUNT 
BALANCE AS OF THE 

EFFECTIVE DATE 
     
     
     
     

 
 
 
 
 

 
 
 

[TO BE DETERMINED] 
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TOTAL 
SUBSCRIPTION 

AMOUNT 
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EFFECTIVE DATE 
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CLASS C MEMBERS 
 
 

INVESTOR NAME AND 
ADDRESS 

TOTAL 
SUBSCRIPTION 

AMOUNT 
PERCENTAGE 

INTEREST 

PERCENTAGE 
OWNERSHIP OF 

CLASS C 

CAPITAL ACCOUNT 
BALANCE AS OF THE 

EFFECTIVE DATE 
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SCI GROWTH & INCOME FUND III, LLC 

CLASS D MEMBER 
 
 

INVESTOR NAME AND 
ADDRESS 

TOTAL 
SUBSCRIPTION 

AMOUNT 
PERCENTAGE 

INTEREST 

PERCENTAGE 
OWNERSHIP OF 

CLASS D 

CAPITAL ACCOUNT 
BALANCE AS OF THE 

EFFECTIVE DATE 
     

Sunrise Manager III, LLC N/A N/A 100%  
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SUBSCRIPTION BOOKLET 
  SCI GROWTH & INCOME FUND III, L L C 

 
A Delaware Limited Liability Company 

October 1, 2020 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 
THIS SUBSCRIPTION BOOKLET MUST BE COMPLETED BY ALL SUBSCRIBERS IN 
CONJUNCTION WITH AN INVESTMENT IN UNITS OFFERED BY THE COMPANY 
THROUGH THE PRIVATE PLACEMENT MEMORANDUM DATED OCTOBER 1, 2020. 
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Notices Regarding This Subscription Booklet and 
Associated Offering Materials 

THIS SUBSCRIPTION BOOKLET PERTAINS TO AN OFFERING OF INTERESTS (aka 
SECURITIES) IN SCI GROWTH & INCOME FUND III, LLC, A DELAWARE LIMITED LIABILITY 
COMPANY (THE “COMPANY”). CAPITALIZED TERMS OR PHRASES IN THIS SUBSCRIPTION 
BOOKLET HAVE THE DEFINITIONS PROVIDED IN THE PRIVATE PLACEMENT MEMORANDUM 
(“PPM”) DATED OCTOBER 1, 2020, IN WHICH THIS SUBSCRIPTION BOOKLET IS REFERENCED AS 
AN ATTACHED EXHIBIT. THIS DOCUMENT IS NOT THE PPM. 

 
INVESTORS MUST READ ALL DOCUMENTS INCLUDED WITHIN THE OFFERING 

PACKAGE: PRIOR TO INVESTING, EACH INVESTOR MUST DOWNLOAD AND READ THE PPM 
AND ITS EXHIBITS (COLLECTIVELY, THE “OFFERING PACKAGE”). THE OFFERING PACKAGE 
CONTAINS THE MATERIAL FACTS REGARDING THIS OFFERING, ALL OF WHICH ARE RELEVANT 
TO AN INVESTOR’S UNDERSTANDING OF THE INTERESTS (“INTERESTS”, “UNITS”, OR 
“SECURITIES”) OFFERED FOR SALE BY THE COMPANY, INCLUDING DISCLOSURES AND RISKS 
ASSOCIATED WITH AN INVESTMENT IN THE COMPANY. THE MANAGER HIGHLY 
RECOMMENDS THAT INVESTORS CAREFULLY READ ALL OF THE MATERIALS PRIOR TO 
MAKING AN INVESTMENT DECISION. 

 
NO OFFER WHERE PROHIBITED: THIS SUBSCRIPTION BOOKLET AND RELATED 

OFFERING MATERIALS DO NOT CONSTITUTE AN OFFER OR SOLICITATION TO ANYONE IN ANY 
JURISDICTION IN WHICH SUCH AN OFFER OR SOLICITATION IS NOT ALLOWED. ANY 
REPRODUCTION OR DISTRIBUTION OF THIS SUBSCRIPTION BOOKLET OR ANY OTHER 
OFFERING MATERIALS IN WHOLE OR IN PART, OR THE DIVULGENCE OF ANY OF THEIR 
CONTENTS, WITHOUT THE PRIOR WRITTEN CONSENT OF THE COMPANY, IS PROHIBITED. ANY 
SUBSCRIBER ACTING CONTRARY TO THE FOREGOING RESTRICTIONS MAY PLACE ITSELF AND 
THE COMPANY IN VIOLATION OF FEDERAL OR STATE SECURITIES LAWS. 

 
THE OFFERING PACKAGE IS NOT TAX ADVICE. TO ENSURE COMPLIANCE WITH 

TREASURY DEPARTMENT CIRCULAR 230, POTENTIAL INVESTORS ARE HEREBY NOTIFIED 
THAT: (A) ANY DISCUSSION OF FEDERAL TAX ISSUES IN THIS SUBSCRIPTION BOOKLET IS NOT 
INTENDED OR WRITTEN TO BE RELIED UPON, AND CANNOT BE RELIED UPON, BY HOLDERS OF 
THE SECURITIES FOR THE PURPOSE OF AVOIDING PENALTIES THAT MAY BE IMPOSED ON 
HOLDERS OF THE SECURITIES UNDER THE INTERNAL REVENUE CODE; (B) SUCH DISCUSSION 
IS INCLUDED HEREIN BY US IN CONNECTION WITH THE PROMOTION OR MARKETING (WITHIN 
THE MEANING OF CIRCULAR 230) BY US OF THE TRANSACTIONS ADDRESSED HEREIN; AND (C) 
POTENTIAL INVESTORS SHOULD SEEK ADVICE BASED ON THEIR PARTICULAR 
CIRCUMSTANCES FROM AN INDEPENDENT TAX ADVISOR. 

 
WRITTEN DOCUMENTS SUPERSEDE ORAL REPRESENTATIONS. THE OFFERING 

PACKAGE HAS BEEN PREPARED BY THE COMPANY AND NO PERSON HAS BEEN AUTHORIZED 
TO GIVE ANY INFORMATION OR TO MAKE ANY REPRESENTATIONS OTHER THAN THOSE 
CONTAINED IN THE PPM WITH RESPECT TO THE SECURITIES DESCRIBED IN THE OFFERING 
PACKAGE, AND IF GIVEN OR MADE, SUCH INFORMATION OR REPRESENTATIONS MUST NOT 
BE RELIED UPON AS HAVING BEEN AUTHORIZED BY THE COMPANY. POTENTIAL INVESTORS 
ARE CAUTIONED NOT TO RELY ON ANY INFORMATION NOT EXPRESSLY SET FORTH IN THE 
OFFERING PACKAGE, INCLUDING INFORMATION FOUND ON THE COMPANY’S OR ITS 
AFFILIATES’ WEBSITES (NONE OF WHICH INFORMATION IS INCORPORATED INTO THE 
OFFERING PACKAGE). 

 
THE MANAGER’S ASSERTIONS MAY BE INCOMPLETE: STATEMENTS CONTAINED 

HEREIN AS TO THE CONTENT OF ANY AGREEMENT OR OTHER DOCUMENT ARE SUMMARIES 
AND, THEREFORE, ARE NECESSARILY SELECTIVE AND INCOMPLETE AND ARE QUALIFIED IN 
THEIR ENTIRETY BY THE ACTUAL AGREEMENTS OR OTHER DOCUMENTS. THE OFFERING 
PACKAGE DOES NOT PURPORT TO CONTAIN ALL OF THE INFORMATION THAT MAY BE 
REQUIRED TO EVALUATE THIS OFFERING AND ANY RECIPIENT HEREOF SHOULD CONDUCT 
ITS OWN INDEPENDENT ANALYSIS. THE COMPANY DOES NOT EXPECT TO UPDATE OR 
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OTHERWISE REVISE THE OFFERING PACKAGE UNLESS THERE IS A MATERIAL CHANGE IN THE 
INFORMATION SET FORTH HEREIN PRIOR TO THE CLOSING OR TERMINATION OF THE 
OFFERING. THE POSTING OR DELIVERY OF THE OFFERING PACKAGE DOES NOT IMPLY THAT 
THE INFORMATION CONTAINED THEREIN IS CORRECT AS OF ANY TIME SUBSEQUENT TO THE 
DATE OF THE PPM IN WHICH THIS SUBSCRIPTION BOOKLET IS REFERENCED AS AN EXHIBIT. 
THE OFFERING PACKAGE REFLECTS CONDITIONS OF THE COMPANY AS OF THE DATE OF THE 
PPM. CONDITIONS REGARDING THE AFFAIRS OF THE COMPANY MAY CHANGE. 

 
THIRD PARTY INFORMATION MAY BE INACCURATE OR INCOMPLETE: BECAUSE 

THE OFFERING PACKAGE FOCUSES PRIMARILY ON INFORMATION CONCERNING THE 
COMPANY RATHER THAN THE INDUSTRY IN WHICH THE COMPANY OPERATES, POTENTIAL 
INVESTORS SHOULD CONDUCT THEIR OWN SEPARATE INVESTIGATION OF THE COMPANY’S 
INDUSTRY TO OBTAIN GREATER INSIGHT IN ASSESSING THE COMPANY’S PROSPECTS. 
CERTAIN OF THE INFORMATION CONTAINED HEREIN CONCERNING INDUSTRY AND 
ECONOMIC TRENDS AND PERFORMANCE IS BASED UPON OR DERIVED FROM INFORMATION 
PROVIDED BY THIRD-PARTY CONSULTANTS AND OTHER INDUSTRY SOURCES. THE COMPANY 
BELIEVES THAT SUCH INFORMATION IS ACCURATE AND THAT THE SOURCES FROM WHICH IT 
HAS BEEN OBTAINED ARE RELIABLE. HOWEVER, THE COMPANY CANNOT GUARANTEE THE 
ACCURACY OR COMPLETENESS OF SUCH INFORMATION AND HAS NOT INDEPENDENTLY 
VERIFIED THE ASSUMPTIONS UPON WHICH ANY PROJECTIONS OF FUTURE TRENDS AND 
PERFORMANCE ARE BASED. 

 
FORWARD-LOOKING STATEMENTS MAY BE WRONG: THE OFFERING PACKAGE 

INCLUDES OR MAY INCLUDE CERTAIN STATEMENTS, ESTIMATES, AND FORWARD-LOOKING 
PROJECTIONS WITH RESPECT TO THE ANTICIPATED FUTURE PERFORMANCE OF THE 
COMPANY, SOME OF WHICH MAY BE BASED ON THE TRACK RECORD OF THE MANAGER (OR 
ITS MEMBERS) WITH SIMILAR PROPERTIES AND OFFERINGS. SUCH STATEMENTS, ESTIMATES, 
AND FORWARD-LOOKING PROJECTIONS REFLECT VARIOUS ASSUMPTIONS OF THE MANAGER 
THAT MAY OR MAY NOT PROVE TO BE CORRECT OR THAT MAY INVOLVE VARIOUS 
UNCERTAINTIES. NO REPRESENTATION IS MADE, AND NO ASSURANCE CAN BE GIVEN, THAT 
THE COMPANY CAN OR WILL ATTAIN THE MANAGER’S PROJECTED RESULTS. ACTUAL 
RESULTS MAY VARY, PERHAPS MATERIALLY, FROM SUCH PROJECTIONS. FURTHER, PAST 
PERFORMANCE IS NO GUARANTEE OF FUTURE RESULTS. 

 
OFFERING PACKAGE IS CONFIDENTIAL: THIS SUBSCRIPTION BOOKLET IS 

SUBMITTED BY THE INVESTOR IN CONNECTION WITH ITS PROSPECTIVE SUBSCRIPTION TO 
THE OFFERING DESCRIBED HEREIN AND MAY NOT BE REPRODUCED OR USED FOR ANY OTHER 
PURPOSE. EACH RECIPIENT OF THIS SUBSCRIPTION BOOKLET AGREES THAT ALL 
INFORMATION CONTAINED HEREIN IS OF A CONFIDENTIAL NATURE, THAT IT WILL TREAT 
SUCH INFORMATION IN A CONFIDENTIAL MANNER AND THAT IT WILL NOT, DIRECTLY OR 
INDIRECTLY, DISCLOSE OR PERMIT ITS AGENTS OR AFFILIATES TO DISCLOSE ANY SUCH 
INFORMATION WITHOUT THE PRIOR WRITTEN CONSENT OF THE COMPANY. 

Notices Regarding This Offering 

OFFERING MAY BE WITHDRAWN AT ANY TIME: THIS OFFERING CAN BE 
WITHDRAWN AT ANY TIME BY THE MANAGER AND IS SPECIFICALLY MADE SUBJECT TO THE 
TERMS DESCRIBED IN THIS SUBSCRIPTION BOOKLET AS WELL AS THE PPM AND OPERATING 
AGREEMENT PROVIDED BY THE ISSUER. THE COMPANY RESERVES THE RIGHT TO REJECT ANY 
SUBSCRIPTION, IN WHOLE OR IN PART, OR TO ALLOCATE TO ANY PROSPECTIVE INVESTOR 
LESS THAN THE NUMBER OF SECURITIES SUBSCRIBED FOR BY SUCH PROSPECTIVE INVESTOR. 

 
INVESTORS MUST CONDUCT THEIR OWN DUE DILIGENCE: IN MAKING AN 

INVESTMENT DECISION, INVESTORS MUST RELY ON THEIR OWN EXAMINATION OF THE 
COMPANY AND THE TERMS OF THIS OFFERING, INCLUDING THE MERITS AND RISKS 
INVOLVED. PROSPECTIVE INVESTORS SHOULD RETAIN THEIR OWN PROFESSIONAL ADVISORS 
TO REVIEW AND EVALUATE THE ECONOMIC, TAX, LEGAL AND OTHER CONSEQUENCES OF 
INVESTING IN THIS PRIVATE OFFERING, AND SHOULD NOT CONSTRUE THE CONTENTS OF THIS 
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SUBSCRIPTION BOOKLET OR ANY OTHER INFORMATION FURNISHED BY THE COMPANY AS 
LEGAL, FINANCIAL OR OTHER ADVICE. EACH INVESTOR SHOULD CONSULT WITH ITS OWN 
ADVISORS AS TO LEGAL, TAX, BUSINESS, FINANCIAL, AND RELATED ASPECTS OF A PURCHASE 
OF THE SECURITIES. PROSPECTIVE INVESTORS ARE URGED TO REQUEST ANY ADDITIONAL 
INFORMATION THEY MAY CONSIDER NECESSARY IN MAKING AN INFORMED INVESTMENT 
DECISION. THE SECURITIES OFFERED ARE HIGHLY SPECULATIVE AND SUITABLE FOR 
PURCHASE BY INVESTORS THAT CAN BEAR THE COMPLETE LOSS OF THEIR INVESTMENT 
WITHOUT AFFECTING THEIR LIFE STYLE. 

 
OFFERING IS EXEMPT FROM SECURITIES REGISTRATION: FOR THIS OFFERING, THE 

COMPANY IS RELYING ON AN EXEMPTION FROM SECURITIES REGISTRATION UNDER THE 
FEDERAL SECURITIES AND EXCHANGE COMMISSION’S REGULATION D, RULE 506(c). 

 
NASAA UNIFORM LEGEND: IN MAKING AN INVESTMENT DECISION, INVESTORS MUST 

RELY UPON THEIR OWN EXAMINATION OF THE PERSON OR ENTITY CREATING THE 
SECURITIES AND THE TERMS OF THE OFFERING, INCLUDING THE MERITS AND RISKS 
INVOLVED. THE SECURITIES HAVE NOT BEEN REVIEWED, RECOMMENDED BY ANY FEDERAL 
OR STATE SECURITIES COMMISSIONS OR REGULATORY AUTHORITY. THE SECURITIES 
OFFERED HEREBY HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS 
AMENDED, OR THE SECURITIES LAWS OF ANY STATE, AND ARE BEING OFFERED AND SOLD IN 
RELIANCE UPON EXEMPTIONS FROM THE REGISTRATION REQUIREMENTS OF SAID ACT AND 
SUCH LAWS. FURTHERMORE, THE FOREGOING AUTHORITIES HAVE NOT CONFIRMED THE 
ACCURACY OR DETERMINED THE ADEQUACY OF THIS DOCUMENT. ANY REPRESENTATION TO 
THE CONTRARY IS A CRIMINAL OFFENSE. 

 
THIS SUBSCRIPTION BOOKLET AND RELATED OFFERING MATERIALS ARE INTENDED 

TO FURNISH INFORMATION SOLELY TO ACCREDITED INVESTORS REGARDING AN 
INVESTMENT IN THE SECURITIES WE WILL NOT SELL THE SECURITIES IN THIS OFFERING TO 
ANY PERSON WHO DOES NOT COMPLY WITH THESE REQUIREMENTS. 

 
INVESTOR SUITABILITY STANDARDS: EACH PURCHASER OF SECURITIES OFFERED 

HEREBY MUST BE A VERIFIED “ACCREDITED INVESTOR” WITHIN THE MEANING OF 
REGULATION D, RULE 501 PROMULGATED BY THE SEC UNDER THE SECURITIES ACT. THE 
SECURITIES OFFERED HEREBY ARE SPECULATIVE AND AN INVESTMENT IN THE SECURITIES 
INVOLVES A HIGH DEGREE OF RISK. SEE THE PPM SECTION ENTITLED “RISK FACTORS”. 
INVESTORS MUST BE PREPARED TO BEAR THE ECONOMIC RISK OF THEIR INVESTMENT FOR 
AN INDEFINITE PERIOD OF TIME. FURTHER, THE PROCEEDS OF THIS OFFERING MAY BE 
INSUFFICIENT TO MEET THE COMPANY’S INVESTMENT OBJECTIVES. 

 
RESALE PROHIBITED FOR 1 YEAR: EACH PURCHASER HEREOF REPRESENTS THAT IT 

IS PURCHASING FOR ITS OWN ACCOUNT (OR A TRUST ACCOUNT IF THE PURCHASER IS A 
TRUSTEE) AND NOT WITH A VIEW TO RESELL THE SECURITY. PER RULE 144 OF THE 
SECURITIES AND EXCHANGE COMMISSION, AFTER INITIAL SALE, THE SECURITIES MAY NOT 
BE RESOLD WITHIN ONE YEAR WITHOUT REGISTRATION OR QUALIFICATION FOR AN 
EXEMPTION FROM REGISTRATION. 

 
TRANSFER OF INTERESTS IS RESTRICTED: THE SECURITIES ARE SUBJECT TO 

RESTRICTION ON TRANSFERABILITY AND RESALE AND MAY NOT BE PLEDGED, 
TRANSFERRED, RESOLD OR OTHERWISE DISPOSED OF BY AN INVESTOR UNLESS, IN THE 
OPINION OF COUNSEL SATISFACTORY TO THE COMPANY AND ITS COUNSEL, REGISTRATION 
UNDER THE APPLICABLE FEDERAL AND STATE SECURITIES OR “BLUE SKY” LAWS IS NOT 
REQUIRED OR SUCH REGISTRATION REQUIREMENTS ARE COMPLIED WITH, AND THE TERMS 
OF THE OPERATING AGREEMENT REGARDING TRANSFERABILITY OF INTERESTS ARE MET. 
ANY TRANSFER OF INTERESTS MADE IN VIOLATION OF THE TRANSFER SECTIONS OF THE 
OPERATING AGREEMENT WILL BE VOID AND OF NO EFFECT UNLESS IT IS LATER RATIFIED BY 
THE MANAGER. 

 
CONFLICTS OF INTEREST: BY VIRTUE OF THE MANAGER’S (OR MEMBERS OF THE 

MANAGER’S) COMPENSATION DESCRIBED HEREIN, THERE IS A POSSIBILITY OF CONFLICTS OF 
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INTEREST ARISING BETWEEN THE CLASS A, CLASS B AND CLASS C MEMBERS (“INVESTORS”), 
THE MANAGER, OR OTHER PERSONS WHO WILL OWN CLASS D INTERESTS (MEMBERS OF THE 
MANAGER AND OTHERS) IN THE COMPANY. 

 
SECURITIES MAY BE SOLD VIA THIRD PARTIES: SECURITIES MAY BE SOLD THROUGH 

WEALTH MANAGERS OR PARTICIPATING BROKERS WHO ARE MEMBERS OF THE FINANCIAL 
INDUSTRY REGULATORY AUTHORITY, INC. (“FINRA”), REGISTERED INVESTMENT ADVISORS 
REGISTERED UNDER THE INVESTMENT ADVISERS ACT OF 1940, AS AMENDED OR UNDER 
APPLICABLE STATE LAWS (“REGISTERED INVESTMENT ADVISORS” OR “RIA”), AND/OR 
OTHER PERSONS EXEMPT FROM BROKER-DEALER REGISTRATION (COLLECTIVELY 
“FINANCIAL ADVISORS”), AND THAT THE COMPANY MAY PAY SUCH FINANCIAL ADVISORS 
CERTAIN PLACEMENT FEES RELATED TO THE OFFERING. SUCH FEES, IF PAID IN ADVANCE BY 
THE MANAGER, MAY BE REIMBURSED BY THE COMPANY FROM INVESTOR CAPITAL 
CONTRIBUTIONS, OR THEY MAY BE PAID OUT OF ESCROW AS A DEDUCTION AGAINST NET 
CAPITAL CONTRIBUTIONS DUE TO THE COMPANY ON ACCEPTANCE OF AN INVESTOR’S 
SUBSCRIPTION TO THE OFFERING. PRIME TRUST, LLC (“PRIME TRUST”), FUNDAMERICA, LLC 
(“FUNDAMERICA”), AND FUNDAMERICA STOCK TRANSFER, LLC (“FASTRANSFER”) 
(COLLECTIVELY, THE “FUNDAMERICA ENTITIES”) WILL CHARGE THE COMPANY CERTAIN 
FEES FOR THEIR SERVICES INCLUDING SUCH THINGS AS ESCROW FEES, TECHNOLOGY FEES, 
AND TRANSFER AGENT FEES WHICH MAY BE DEDUCTED FROM AN INVESTORS’ FUNDS PRIOR 
TO TRANSFERRING FUNDS TO THE COMPANY OR FOR WHICH THE MANAGER MAY BE 
REIMBURSED, IF SUCH FEES ARE ADVANCED BY THE MANAGER. 

 
INVESTORS ARE INVITED TO ASK QUESTIONS OF THE MANAGER: THE MANAGER 

HAS BEEN AVAILABLE TO ANSWER QUESTIONS FROM INVESTORS PRIOR TO CONSUMMATION 
OF THEIR INVESTMENT IN THE COMPANY AND TO ANSWER QUESTIONS CONCERNING THE 
TERMS AND CONDITIONS OF THIS OFFERING. THE COMPANY MAY HAVE ADDITIONAL 
INFORMATION AND WILL PROVIDE IT ON REQUEST TO THE EXTENT THE COMPANY POSSESSES 
SUCH INFORMATION OR CAN ACQUIRE IT WITHOUT UNREASONABLE EFFORT OR EXPENSE. IN 
CONNECTION WITH SUCH INQUIRY, ANY DOCUMENTS WHICH ANY SUBSCRIBER WISHES TO 
REVIEW WILL BE MADE AVAILABLE FOR INSPECTION AND COPYING OR PROVIDED, UPON 
REQUEST, SUBJECT TO THE SUBSCRIBER’S AGREEMENT TO MAINTAIN SUCH INFORMATION IN 
CONFIDENCE AND TO RETURN THE SAME TO THE COMPANY IF THE RECIPIENT DOES NOT 
PURCHASE THE SECURITIES OFFERED HEREUNDER. ANY SUCH INQUIRIES OR REQUESTS FOR 
ADDITIONAL INFORMATION OR DOCUMENTS SHOULD BE MADE IN WRITING TO THE 
COMPANY AT THE ADDRESS SET FORTH HEREIN. PROSPECTIVE INVESTORS WHO WISH TO 
OBTAIN SUCH INFORMATION OR HAVE QUESTIONS SHOULD CONTACT: 

 
BRIAN A. SPEAR 
(833) 227-4359 
Brian@scinvestors.com 
 

THE SECURITIES OFFERED INVOLVE A HIGH DEGREE OF RISK AND MAY RESULT IN 
THE LOSS OF YOUR ENTIRE INVESTMENT. ANY PERSON CONSIDERING THE PURCHASE OF 
THESE SECURITIES SHOULD CONSULT WITH HIS, HER OR ITS LEGAL, TAX AND FINANCIAL 
ADVISORS PRIOR TO MAKING AN INVESTMENT IN SECURITIES. THE SECURITIES SHOULD 
ONLY BE PURCHASED BY PERSONS WHO CAN AFFORD TO LOSE ALL OF THEIR 
INVESTMENT. 
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SUBSCRIPTION BOOKLET 

1. RECITALS 

This Subscription Booklet (“Subscription Booklet”), which is an Exhibit to the PPM 
dated October 1, 2020, is entered into by and between the undersigned subscriber (“Subscriber” 
or “you”) and SCI Growth & Income Fund III, LLC, a Delaware limited liability company (the 
“Company”). 

WHEREAS, the Company is conducting a “best efforts” offering of Interests to raise 
funds (the “Offering”) pursuant to the disclosures and promises made and attached in the 
Offering Materials listed in Schedule A hereto at the offering price of One Thousand Dollars 
($1,000) per Unit (the “Unit Price)” with a Minimum Investment Amount of One Hundred 
Thousand Dollars ($100,000) or the purchase of one hundred (100) Units for Class A Investors, 
a Minimum Investment Amount of Five Hundred Thousand Dollars ($500,000) or the purchase 
of five hundred (500) Units for Class B Investors, and a Minimum Investment of One Million 
Dollars ($1,000,000) or the purchase of one thousand (1,000) Units for Class C Investors; 

WHEREAS, Subscriber desires to purchase the Securities for the Subscription Amount 
(as shown on the attached Exhibit 3), and the Company desires to sell the Securities to the 
Subscriber for the Subscription Amount described in Exhibit 3. 

NOW, THEREFORE, in consideration of the mutual covenants and agreements herein 
contained, Subscriber and the Company agree as follows: 

The Company hereby agrees to issue and to sell to Subscriber, and Subscriber hereby 
agrees to purchase from the Company, the Securities as indicated above. 

Subscriber agrees to promptly deliver funds to the escrow account of Prime Trust, LLC 
(“Escrow”) in an amount sufficient to pay for the Securities you are hereby committing to 
purchase (the “Subscription Amount”) pursuant to this Subscription Booklet, which amount 
is payable in U.S. Dollars by wire transfer or ACH, subject to collection. Funds will be placed 
into Escrow as discussed below and held until the Minimum Offering Amount described in the 
PPM is achieved, at which point the Securities are then sold to investors and funds are released 
to the Company (aka “issuer”) from Escrow, as described in Section 3.3 hereof. 

2. REPRESENTATIONS AND WARRANTIES 

2.1 Representations and Warranties of Subscriber 

Subscriber represents and warrants to the Company as follows: 

(a) As of the date this Subscription Booklet is signed by Subscriber, 
Subscriber is an “accredited investor” as defined by Rule 501 under the Securities Act of 1933, 
as amended (the “Act” or the “Securities Act”). In the event that Subscriber is no longer an 
“accredited investor”, Subscriber must notify the Company within thirty (30) days. Subscriber 
is capable of evaluating the merits and risks of Subscriber’s investment in the Securities and has 
the ability and capacity to protect Subscriber’s interests. Subscriber understands that the 
Securities have not been registered. Subscriber understands that the sale of Securities to 
Subscriber will not be registered under the Act on the grounds that the issuance thereof is exempt 
under Rule 506(c) of Regulation D of the Securities Act as a transaction by an Issuer not 
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involving any public offering and that, in the view of the United States Securities and Exchange 
Commission (the “SEC”), the statutory basis for the exemption claimed would not be present 
if: (i) any of the following representations and warranties of Subscriber contained in this 
Subscription Booklet are untrue or, (ii) despite Subscriber’s representations and warranties, the 
Subscriber currently has in mind acquiring any of the Securities for resale. 

Subscriber acknowledges and understands that the Securities are being 
purchased for investment purposes only and not with a view to distribution or resale, nor with 
the intention of selling, transferring or otherwise disposing of all or any part thereof for any 
particular price, or at any particular time, or upon the happening or nonoccurrence of any 
particular event or circumstance, except selling, transferring, or disposing the Securities made 
in full compliance with all applicable provisions of the Act and the Limited Liability Company 
Agreement (the “Company Agreement”), the rules and regulations promulgated by the SEC 
thereunder, and applicable state securities laws; and that an investment in the Securities is not a 
liquid investment. 

Subscriber acknowledges that there are substantial restrictions on the 
transferability of the Units which may not be re-sold or transferred in any event for at least one 
year from the date of the initial sale and only then may be sold or transferred pursuant to the 
transfer requirements described in the Company Agreement; furthermore, the Securities will 
not be, and Investors in the Company have no rights to require that the Securities be registered 
under the Securities Act of 1933, or any other state or federal act, and any such registration is 
unlikely; 

Subscriber acknowledges that Subscriber has had the opportunity to ask 
questions of, and receive answers from the Company about its business and to obtain any 
additional information, to the extent possessed by the Company (or to the extent it could have 
been acquired by the Company without unreasonable effort or expense) necessary to verify the 
accuracy of the information received by Subscriber. In determining whether to make this 
investment, Subscriber has relied solely on Subscriber’s own knowledge and understanding of 
the Company and its business based upon Subscriber’s own due diligence investigations and 
the information furnished pursuant to this paragraph. Subscriber understands that no person has 
been authorized to give any information or to make any representations which were not 
furnished in the Offering Package and Subscriber has not relied on any other representations or 
information when making its investment decision. 

Subscriber has all requisite legal and other power and authority to execute 
and deliver this Subscription Booklet, which may be concurrently electronically executed by its 
signature hereof, and to carry out and perform Subscriber’s obligations under the terms of this 
Subscription Booklet. This Subscription Booklet constitutes a valid and legally binding 
obligation of Subscriber, enforceable in accordance with its terms, and subject to laws of general 
application relating to bankruptcy, insolvency and the relief of debtors and rules of law 
governing specific performance, injunctive relief or other general principals of equity, whether 
such enforcement is considered in a proceeding in equity or law. 

Subscriber has carefully considered and has discussed with Subscriber’s 
professional legal, tax, accounting and financial advisors, to the extent Subscriber has deemed 
necessary, the suitability of this investment and the transactions described in the Offering 
Package for Subscriber’s particular federal, state, local and foreign tax and financial situation 
and has determined that this investment and the transactions described in the Offering Package 
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are a suitable investment for Subscriber. Subscriber relies solely on such advisors and not on 
any statements or representations of the Company or any of its agents. 

Subscriber understands that Subscriber (and not the Company) shall be 
responsible for Subscriber’s own tax liability that may arise as a result of this investment or the 
transactions described in the Offering Package. At any time, the amount of Distributions or tax 
benefits, if any, that may be available as a result of investment in the Company, is not susceptible 
to absolute prediction, and different future occurrences, interpretations or new developments in 
rulings of the Internal Revenue Service, court decisions or legislative changes may have an 
adverse effect thereon; 

This Subscription Booklet does not knowingly contain any untrue 
statement or omission of a material fact concerning Subscriber. If such untrue statement or 
omission exists, Subscriber has an affirmative duty to inform the Issuer in a writing explaining 
the nature of the untrue statement or omission. Subscriber’s failure to inform the Issuer of such 
information may subject Subscriber to liability or be grounds for its Disassociation if such 
failure becomes the subject of a cause of action and damages by the Company, the Manager, 
other Investors, or third parties. 

There are no actions, suits, proceedings or investigations pending against 
Subscriber or Subscriber’s properties before any court or governmental agency (nor, to 
Subscriber’s knowledge, is there any threat thereof) which would impair in any way 
Subscriber’s ability to enter into and fully perform Subscriber’s commitments and obligations 
under this Subscription Booklet or the transactions contemplated hereby. 

The execution, delivery and performance of and compliance with this 
Subscription Booklet, and the issuance of the Securities will not result in any material violation 
of, or conflict with, or constitute a material default under, any of Subscriber’s formation or 
governing documents (if a legal entity), nor will any of Subscriber’s material agreements herein 
result in the creation of any mortgage, pledge, lien, encumbrance or charge against any of the 
assets or properties of Subscriber, the Securities offered herein, or any Assets that may be 
acquired by the Company. 

Subscriber acknowledges that Securities in the Company are speculative 
and involve a high degree of risk and that Subscriber can bear the economic risk of the purchase 
of the Securities, including a total loss of its investment, as well as any anticipated returns or 
anticipated benefits. 

Subscriber fully understands that the proceeds from this Offering will be 
used for general working capital of the Company, to be used by the Manager to further the 
Company’s business objectives, as described in the PPM and Company Agreement. 

Subscriber understands that the Company will be subject to various 
conflicts of interest arising out of the relationship between the Company, its Manager and 
Affiliates of the Manager who may provide services to the Company. Subscriber understands 
that the agreements and arrangements, including those relating to compensation of the Manager 
or Class D Member (which may include members of the Manager and others to whom the 
Manager may grant Interests) by the Company are not the result of arm’s length negotiations. 
Subscriber understands the Company will not have independent administrative management and 
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will rely upon the Manager and Affiliates of the Manager for management of the Company and 
its Assets; 

Subscriber understands that the Manager has retained Sklar Kirsh LLP as 
its corporate securities counsel, that such counsel has prepared the PPM and Company 
Agreement, and that such law firm solely represents the Manager, and has not agreed to 
represent any of the Company Members. Subscriber has been advised to seek its own legal 
counsel, has access to adequate legal counsel, and to the extent desired has received from its 
own independent legal counsel and has relied exclusively thereon; 

Subscriber understands that the Manager may receive substantial 
compensation pursuant to the Limited Liability Company Agreement, and has reviewed the 
Interests and compensation to the Manager and is satisfied that such is reasonable in connection 
with the Manager’s duties to the Company; 

Subscriber recognizes that no federal, state or foreign agency has 
approved, recommended, or endorsed the purchase of the Securities. 

Subscriber unconditionally represents and agrees that Prime Trust may act 
as escrow agent and escrow service provider, FundAmerica may act as technology provider and 
third-party service integrator, and FASTransfer may act as registered transfer agent. Subscriber 
represents and agrees that the FundAmerica Entities have not, either individually or collectively, 
regardless of actions or inactions, provided any investment advice to either Subscriber or 
Company, nor have any of them in any manner, however construed, recommended or endorsed 
either the Offering or the purchase of Securities in the Company. Subscriber hereby agrees that 
they have conducted their own due diligence to their satisfaction and are making the investment 
on a self-directed basis and that the FundAmerica Entities, individually or collectively, shall 
have no liability of any type for any disputes or problems with the Company or its’ Securities, 
including but not limited to: 

(i) Misrepresentations, omissions, failure of performance, or 
fraud by the Company in its Offering Package and information, as well as any postings or 
communications, or by any user(s) posting on the Offering, and 

(ii) Any incomplete or lack of or mistakes in due diligence 
provided or conducted by the funding platform, portal, any syndicate member, or any third party 
service provider, including that which could have reasonably been known. 

Subscriber understands that any and all certificates representing the 
Securities and any and all certificates issued in replacement thereof or in exchange therefor shall 
bear the following legend or one substantially similar thereto, which Subscriber has read and 
understands: 

“THE SECURITIES REPRESENTED HEREBY HAVE NOT BEEN REGISTERED UNDER 
THE SECURITIES ACT OF 1933, AS AMENDED, OR ANY STATE SECURITIES LAWS 
AND NEITHER THE SECURITIES NOR ANY INTEREST THEREIN MAY BE OFFERED, 
SOLD, TRANSFERRED, PLEDGED OR OTHERWISE DISPOSED OF EXCEPT 
PURSUANT TO AN EFFECTIVE REGISTRATION STATEMENT UNDER SUCH ACT OR 
SUCH LAWS OR AN EXEMPTION FROM REGISTRATION UNDER SUCH ACT AND 
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SUCH LAWS WHICH, IN THE OPINION OF COUNSEL FOR THIS CORPORATION, IS 
AVAILABLE.” 

In addition, any certificates, if issued, representing the Securities, and any 
and all certificates issued in replacement thereof or in exchange therefor, shall bear such legend 
as may be required by the securities laws of the jurisdiction in which Subscriber resides. 

Notwithstanding the foregoing, it is the Company’s policy to issue a 
Receipt and Acknowledgment for the Securities in lieu of issuing a certificate. 

Subscriber understands and agrees that all investor ownership records are 
maintained in “book entry” form. As such Subscribers ownership will not be represented by a 
physical certificate but, instead, be maintained on the books and records of the Company either 
directly or by its appointed transfer agent(s) and registrar(s). Subscriber will be sent a 
confirmation by email as evidence of their subscription and, upon a sale of Securities  (as 
defined below), another email as confirmation of their ownership of the Securities being 
acquired hereby. The parties also agree that the Company (and any of its appointed transfer 
agents or registrars) may deem and treat the person in whose name any of the Securities shall 
be registered on the books of the Company as the absolute owner for purposes of receiving 
notices of any nature, including legal, corporate and tax matters, and the payment of any 
dividends, interest or other distributions, and for all purposes. 

Because of the restrictions imposed on resale, Subscriber understands that 
the Company shall have the right to note stop-transfer instructions in its stock transfer records, 
and Subscriber has been informed of the Company’s intention to do so. Any sales, transfers, or 
any other dispositions of the Securities by Subscriber, if any, must be made in compliance with 
the Act and the transfer provisions of the Company Agreement. 

Subscriber acknowledges that Subscriber has such knowledge and 
experience in financial and business matters that it is capable of evaluating the merits and risks 
of an investment in the Securities and of making an informed investment decision. 

Subscriber represents and warrants that: 

(i) Subscriber is able to bear the economic, emotional and other 
risks of an investment in the Securities and to afford the complete loss of the investment, as well 
as any anticipated returns or benefits; and 

(ii) (A) Subscriber could be reasonably assumed to have the 
capacity to protect its own Securities in connection with this subscription; or (B) Subscriber has 
a pre- existing personal or business relationship with, or knowledge of the Company of such 
duration and nature as would enable a reasonably prudent purchaser to be aware of the character, 
business acumen and general business and financial circumstances of the Company and is 
otherwise personally qualified to evaluate and assess the risks, nature and other aspects of this 
subscription. 

(iii) Subscriber represents that the address set forth below is 
his/her principal residence (or, if Subscriber is a company, partnership or other entity, the 
address of its principal place of business); 
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(iv) Subscriber represents that it is purchasing the Securities for 
Subscriber’s own account and not, in whole or in part, for the account of any other person; and 
that Subscriber is purchasing the Securities for investment and not with a view to resale or 
distribution. 

(v) Subscriber understands that the Company shall have the 
unconditional right to accept, reject or rescind this subscription, in whole or in part, for any 
reason or without a specific reason, in the sole and absolute discretion of the Company (even 
after receipt and clearance of Subscriber’s funds) until it is binding. This Subscription Booklet 
is not binding upon the Company or Subscriber until the Securities are considered sold (which 
is defined as the date that the Subscribers participation becomes irrevocable). In the event that 
Subscribers participation in the Offering is rescinded, whether by the Company or by the 
Subscriber, then Subscriber’s funds will be returned without interest thereon or deduction 
therefrom. 

(vi) Subscriber has not been furnished with any representations 
or information in connection with the Offering that is contradictory to that which is disclosed in 
Schedule A. 

No representations or warranties have been made to Subscriber by the 
Company, or any officer, employee, agent, affiliate or subsidiary of the Company, or by a 
member of the Manager, other than the representations of the Company contained in the 
Offering Package, and in subscribing for the Securities, Subscriber is not relying upon any 
representations other than those contained in the Offering Package. 

2.2 Representations, Warranties and Covenants of the Company 

The Company represents and warrants to Subscriber as follows: 

(a) The Company will be duly organized and will validly exist as a 
limited liability company in good standing under the laws of the state of its formation and in 
each jurisdiction, as and when required, where the Company does business. 

(b) The Company has all such corporate power and authority to enter 
into, deliver and perform this Subscription Booklet. 

(c) All necessary corporate or limited liability action has been duly and 
validly taken by the Company to authorize the execution, delivery and performance of this 
Subscription Booklet by the Company, and the issuance and sale of the Securities to be sold by 
the Company pursuant to this Subscription Booklet. This Subscription Booklet has been duly 
and validly authorized, executed and delivered by the Company and constitutes the legal, valid 
and binding obligation of the Company enforceable against the Company in accordance with its 
terms, except as the enforceability thereof may be limited by bankruptcy, insolvency, 
reorganization, moratorium or other similar laws affecting the enforcement of creditors’ rights 
generally and by general equitable principles. 

(d) Bad Actor Provision: With respect to the Securities to be offered 
and sold hereunder in reliance on Rule 506 under the Securities Act, none of the Company, any 
of its predecessors, any affiliated issuer, any director, executive officer, other officer of the 
Company participating in the Offering hereunder, any beneficial owner of twenty percent (20%) 
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or more of the Company’s outstanding voting equity Securities, calculated on the basis of voting 

power, nor any promoter (as that term is defined in Rule 405 under the Securities Act) connected 

with the Company in any capacity at the time of sale (each, an “Issuer Covered Person” and, 

together, “Issuer Covered Persons”) is subject to any of the “Bad Actor” disqualifications 

described in Rule 506(d)(1)(i) to (viii) under the Securities Act (a “Disqualification Event”), 

except for a Disqualification Event covered by Rule 506(d)(2) or (d)(3), which, if applicable, 

which may require disclosure. Further, in compliance with the Bad Actor provision (Rule 

506(d)): 

(i) The Company has exercised reasonable care to determine 

whether any Issuer Covered Person is subject to a Disqualification Event. The Company has 

complied, to the extent applicable, with its disclosure obligations under Rule 506(e), and will 

upon request furnish to Subscriber a copy of any disclosures provided thereunder, and 

 

(ii) The Company will notify the Subscriber and the Placement 

Agent in writing, prior to the Closing Date of (i) any Disqualification Event relating to any 

Issuer Covered Person and (ii) any event that would, with the passage of time, become a 

Disqualification Event relating to any Issuer Covered Person. 

The Company shall not sell, offer for sale or solicit offers to buy or 

otherwise negotiate any security that would be integrated with the offer or sale of these 

Securities in a manner that would require the registration under the Securities Act of the sale of 

the Securities or that would be integrated with the offer or sale of the Securities for purposes of 

the rules and regulations of any trading market such that it would require Member approval 

prior to the closing of such other transaction unless Member approval is obtained before the 

closing of such subsequent transaction. 

 

3. ADDITIONAL TERMS AND CONDITIONS 

3.1 Adoption of Limited Liability Company Agreement 

The undersigned hereby specifically accepts and adopts each and every provision 

of the Company Agreement, and executes this Subscription Booklet and the signature page to 

that Company Agreement (attached as Schedule B to this Subscription Booklet) and shall 

become bound by that Company Agreement immediately upon affixing its signature hereto. 

3.2 Indemnification 

To the fullest extent permissible by law, Subscriber agrees to indemnify and hold 

harmless the Company, its Members, officers, directors, employees, promissory noteholders (if 

applicable) and affiliates, and any person acting on behalf of the Company, from and against 

any and all damage, loss, liability, cost and expense (including reasonable attorneys’ fees and 

court costs) which any of them may incur by reason of the failure by Subscriber to fulfill any of 

the terms and conditions of this Subscription Booklet, or by reason of any breach of the 

representations and warranties made by Subscriber herein, or in any other document provided 

by Subscriber to the Company. All representations, warranties and covenants of each of 

Subscriber and the Company contained herein shall survive the acceptance of this subscription. 

Furthermore, to the fullest extent permissible by law, Subscriber hereby agrees to indemnify 
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and hold harmless the FundAmerica Entities and their shareholders, officers, directors, 
employees and affiliates, and any person acting on their behalf, from and against any and all 
damages, losses, liability, cost and expense (including reasonable attorney’s fees and court 
costs) which may arise from any dispute(s) or problem(s) which arise between Subscriber and 
the Company regardless of the nature or cause of such problems or events (including, but not 
limited to, misrepresentations, omissions, failures of disclosure, inaccurate or incomplete due 
diligence, and/or fraud). 

3.3 Securities Sold Date 

Subscriber acknowledges and agrees that signing this Subscription Booklet and 
sending funds to Escrow does not constitute a purchase of any Securities offered hereunder. The 
actual purchase of Securities, and ownership transfer thereof, does not occur until the Securities 
are sold; which is defined as the date that the Company has accepted the applicable subscription 
(“Acceptance”). The funds will be held in an escrow account until they will either be: (a) 
accepted by the Company and begin to accrue the Preferred Returned described in Section 4 of 
the Private Placement Memorandum or (b) returned to the Investor. The date of Acceptance 
may occur at any time after the Minimum Offering Amount is met, with no advance notice 
provided to Subscriber. Until the date of Acceptance, this Subscription Booklet and the 
commitment made hereby, may be cancelled (“rescinded”) at any time by the Company, with 
no reason required.  When a commitment is rescinded, the applicable Subscriber’s funds will 
be returned to them from Escrow, with no interest paid and no fees deducted. 

3.4 Escrow Agent 

Escrow will be held by and at an FDIC insured bank in compliance with SEC 
Rule 15c2-4, with funds released to the Company upon reaching the milestone(s) described in 
the Offering. In the event that the Company does not reach at least the Minimum Offering 
Amount then Securities will not be sold to investors pursuant to this Offering and all funds will 
be returned to investors from Escrow. There will be no interest or other investment proceeds 
attributable or accruing to the benefit of either Subscriber or Company on any funds held in 
Escrow. All parties recognize and agree that the funds are held in an FDIC insured account for 
this specific Offering on a commingled basis, with each Subscriber’s portion recorded on a 
separate ledger maintained by the FundAmerica Entities. Both Subscriber and Company agree 
and acknowledge that Prime Trust, the escrow trustee (aka “escrow agent”), and the bank where 
the Escrow is held are acting in a passive, administerial capacity only and have not in any way 
conducted due diligence on or reviewed or endorsed the Offering or the Securities, and are not 
in any way liable for any problems or disputes arising between Subscriber and Company, or any 
other party. These funds are the property of Subscribers, not the Company, until such time as 
the minimum Offering conditions are met and Securities are sold, at which time funds will be 
released to the Company. Until Securities are sold, the Company may not use or encumber the 
funds in any way, and the escrow agent shall hold them as trustee on behalf of the Subscribers 
in a single, commingled deposit account for the Offering. This account, and the funds contained 
therein, are treated no differently than any other deposit account at the bank, and may be used 
by the bank in the same manner as it does with all other deposits, with any investment gains or 
proceeds inuring exclusively for the escrow trustees benefit and will not be shared or accrued 
to the benefit either the Company or Subscribers whose funds are on deposit in Escrow. 
Furthermore, Subscriber agrees that Prime Trust shall be the primary and sole point of contact 
for any questions that Subscriber may have regarding the Escrow and any funds contained 
therein. 
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3.5 PATRIOT ACT Rider 

The Subscriber hereby represents and warrants that Subscriber is not, nor is it 
acting as an agent, representative, intermediary or nominee for any person identified on the list 
of blocked persons maintained by the Office of Foreign Assets Control, U.S. Department of 
Treasury. In addition, the Subscriber has complied with all applicable U.S. laws, regulations, 
directives, and executive orders relating to anti-money laundering including but not limited to 
the following laws: 

(a)  the Uniting and Strengthening America by Providing Appropriate 
Tools Required to Intercept and Obstruct Terrorism Act of 2001 (USA PATRIOT Act), Public 
Law 107-56; and  

(b) Executive Order 13224 (Blocking Property and Prohibiting 
Transactions with Persons Who Commit, Threaten to Commit, or Support Terrorism) of 
September 23, 2001. Subscriber is hereby informed that Issuer may cause a check of 
Subscriber’s legal name against such lists, and if present, its subscription will be denied. Further, 
the Issuer and/or the FundAmerica Entities may be required to report suspicious activities to the 
Financial Crimes Enforcement Network (FINCEN), and will comply with such requirements as 
it deems appropriate, given the circumstances. 

3.6 Electronic Signature and Communications Notice and Consent 

Digital (“electronic”) signatures, often referred to as an “e-signature”, enable 
paperless contracts and help speed up business transactions. The 2001 E-Sign Act was meant to 
ease the adoption of electronic signatures. The mechanics of the electronic signature requested 
herein include your execution of both this Subscription Booklet and the Company Agreement 
for the Company in a single signature block. By typing in your name, with the underlying 
software recording your IP address, your browser identification, the timestamp, and a security 
hash within an SSL encrypted environment, you will have accepted and agreed, without 
reservation, to all of the terms and conditions contained within this Subscription Booklet and 
the Company Agreement. 

This electronically signed Agreement will be available to both Subscriber and 
Company, as well as any associated brokers, so they can store and access it at any time, and it 
will be stored and accessible on the FundAmerica software tools platform and hosting provider, 
including backups. Each of Subscriber and Company hereby consents and agrees that 
electronically signing below constitutes your signature, acceptance and agreement to both the 
Subscription Booklet and the Company Agreement as if each of these documents were actually 
signed by you in writing. 

Further, all parties agree that no certification authority or other third party 
verification is necessary to validate any electronic signature; and that the lack of such 
certification or third party verification will not in any way affect the enforceability of your 
signature or resulting contract between Subscriber and Company. You understand and agree 
that your e-signature executed in conjunction with the electronic submission of this Subscription 
Booklet (and the Company Agreement) shall be legally binding and such transaction shall be 
considered authorized by you. You agree that your electronic signature below is the legal 
equivalent of your manual signature on both this Subscription Booklet and the Company 
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Agreement and that you consent to be legally bound by terms and conditions of such 
Agreements. 

Furthermore, each of Subscriber and Company hereby agree that all current and 
future notices, confirmations and other communications regarding this Subscription Booklet 
specifically, and/or future communications in general between the parties, may be made by 
email, sent to the email address of record as set forth in the vesting information below or as 
otherwise from time to time changed or updated and disclosed to the other party, without 
necessity of confirmation of receipt, delivery or reading, and such form of electronic 
communication is sufficient for all matters regarding the relationship between the parties. If any 
such electronically sent communication fails to be received for any reason, including but not 
limited to such communications being diverted to the recipients’ spam filters by the recipients’ 
email service provider, or due to a recipients’ change of address, or due to technology issues by 
the recipients’ service provider, the parties agree that the burden of such failure to receive is on 
the recipient and not the sender, and that the sender is under no obligation to resend 
communications via any other means, including but not limited to postal service or overnight 
courier, and that such communications shall for all purposes, including legal and regulatory, be 
deemed to have been delivered and received. No physical, paper documents will be sent to you, 
and if you desire physical documents then you agree to be satisfied by directly and personally 
printing, at your own expense, the electronically sent communication(s) and maintaining such 
physical records in any manner or form that you desire. 

Your Consent is Hereby Given: By signing electronically, you are explicitly 
agreeing to receive documents electronically, including your copy of this signed Subscription 
Booklet and the Company Agreement, as well as ongoing disclosures, communications and 
notices. 

3.7 Risk Disclosures and Factors 

An investment in the Company is extremely speculative and illiquid, involves a 
high degree of risk, including the risk of a loss of your entire investment, and is therefore not 
suitable for all investors. You should carefully consider the risks described in the PPM and its 
Exhibits, including this Subscription Booklet (collectively, the “Offering Package”), before 
making an investment decision with regard to purchasing Securities in the Company. The 
statements contained in or incorporated into the Offering Package that are not historic facts are 
forward- looking statements (e.g., assumptions made by the Manager or the Company) may be 
subject to risks and uncertainties that could cause actual results to differ materially from those 
set forth in or implied by past results or forward-looking statements. Past performance is no 
guarantee of future results. The value of the Securities could decline, and you may lose all or 
part of your investment as well as any anticipated returns or benefits. 

3.8 Miscellaneous Provisions 

(a) Subscriber agrees not to transfer or assign this Subscription 
Booklet, the Company Agreement, or any of Subscriber’s interest herein and further agrees that 
the transfer or assignment of the Securities acquired pursuant hereto shall be made only in 
accordance with all applicable laws and the transfer provisions of the Company Agreement. 

Subscriber agrees that Subscriber cannot cancel, terminate, or revoke this 
Subscription Booklet or any agreement of Subscriber made hereunder after the Securities Sold 
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Date, and this Subscription Booklet shall survive the death or legal disability of Subscriber and 
shall be binding upon Subscriber’s heirs, executors, administrators, successors, and permitted 
assigns. 

Subscriber has read all of the documents included within the Offering 
Package and has reviewed this entire Subscription Booklet. 

This Subscription Booklet and the Company Agreement constitute the 
entire agreements among the parties hereto with respect to the subject matter hereof and may be 
amended only by a written execution by all parties. 

Subscriber acknowledges that they been advised to consult with their own 
attorney regarding this subscription and Subscriber has done so to the extent that Subscriber 
deems appropriate. 

Any notice or other document required or permitted to be given or 
delivered to Subscriber shall be in writing and sent by email, as agreed in Section 3.5 above. 

• If to the Company, at the email address listed in the Notices 
section above; 

• If to the Subscriber, at the email address listed in the 
“Vesting” section of the signature area below; 

• or such other address as either party shall have specified to 
the other party in writing. 

Failure of the Company to exercise any right or remedy under this 
Subscription Booklet or any other agreement between the Company and Subscriber, or 
otherwise, or delay by the Company in exercising such right or remedy, will not operate as a 
waiver thereof. No waiver by the Company will be effective unless and until it is in writing and 
signed by the Company. 

Alternative Dispute Resolution, Binding Arbitration, Applicable Law and 
Venue, and Attorneys’ Fees are all subject to the Dispute Resolution Articles or other relevant 
Articles of the Company Agreement. 

Entire Agreement, Severability and Force Majeure - This Subscription 
Booklet and the Company Agreement collectively contain the entire agreement between 
Subscriber and Company regarding the Offering. No party shall be responsible for any failure 
to perform due to unforeseen circumstances. 

If any provision of this Subscription Booklet is held to be invalid or 
unenforceable under any applicable statute or rule of law, then such provision shall be deemed 
modified to conform with such statute or rule of law. Any provision hereof that may prove 
invalid or unenforceable under any law shall not affect the validity or enforceability of any other 
provisions hereof. 

The parties understand and agree that money damages would not be a 
sufficient remedy for any breach of the Subscription Booklet by the Company or Subscriber and 
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that such dispute resolution procedures and remedies as may be available to the parties are 
described in the Dispute Resolution Articles of the Company Agreement. 

All pronouns and any variations thereof used herein shall be deemed to 
refer to the masculine, feminine, singular or plural, as identity of the person or persons may 
require. 

The Subscription Booklet and Company Agreements may be executed in 
counterparts and by electronic signature, each of which shall be deemed an original, but all of 
which shall constitute one and the same instrument. 

It is expressly agreed that it is the will of both the Subscriber and Company 
that this Agreement, as well as and all future communications and notices have been drawn up 
in English. 

Subscriber hereby acknowledges and agrees that each of the FundAmerica 
Entities are a third party beneficiary of this Subscription Booklet, but not the Company 
Agreement. 

4. INVESTOR INSTRUCTIONS 

4.1 Each investor must download and read the PPM and its Exhibits 
(collectively the “Offering Package”). Investors must read all of the documents included within 
the Offering Package prior to investing.  The Private Placement Memorandum Exhibits include: 

(a) Limited Liability Company Agreement for SCI Growth & Income 
Fund III, LLC. 

(b) Subscription Booklet (this document). 

(c) Executive Summary for the Offering. 

4.2 Investors can then click on the “lnvestNow!” button found on such website 
address as is to be provided by the Manager and follow the procedure to subscribe and send 
funds. 

4.3 Each Investor will receive up to three (3) Acknowledgments during the 
process: 

(a) An email stating that they have completed the online process. 

(b) An email acknowledging that their funds have been received in 
Escrow. 

(c) An email stating whether their Subscription and Funds have been 
accepted into SCI Growth & Income Fund III, LLC (per Section 3.3 above). 
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Schedule A  

Offering Package 

Investors must obtain the following Offering materials from the Manager and review 
them prior to investing in this Offering: 

Private Placement Memorandum & Exhibits PPM Exhibits: 

1. Limited Liability Company Agreement for SCI Growth & Income Fund III, LLC 
(attached as Schedule B to this document) 

2. Subscription Booklet for Class A, Class B Units and/or Class C Units (this 
document) 

3. Executive Summary 

 

[Signatures on Following Page] 
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Investing as:  
%%INVESTOR_TYPE%% 
 
Vesting Details: 
%%SUBSCRIBER_DETAILS_WITH_TAX_ID%% 
 
 
 
Amount Invested: 
 
%%AMOUNT%% 
%%UNIT_PRICE%% 
%%UNIT_COUNT%% 
 
 
%%ISSUER_SIGNATURE%% 
%%EXECUTION_TIME_LEGAL%% 
 
%%INVESTOR_SIGNATURES%% 
%%NOW%% 

 
 

 


