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CONFIDENTIAL OFFERING MEMORANDUM 
 

 

 
 

 
DIVERSYFUND GRANITO, LLC 

 
18% Annualized Preferred Returns Membership Units 

 
June 1, 2017 

 
This Confidential Offering Memorandum (“Memorandum”) describes the offering (the “Offering”) of up 

to 6,255 Preferred Membership Units (the “Preferred Units”) in DiversyFund Granito, LLC, a Delaware limited 
liability company (“we” or the “Company”), at a purchase price of $1,000 per unit, up to a maximum offering of 
$6,255,000. 

 
We are a single purpose entity formed to form a joint venture entity named 7729-35 Granito, LLC, a 

California limited liability company (the “Joint Venture”) with Granito NK, LLC, a California limited liability 
company (the “Joint Venture Partner”) as the only other member of the Joint Venture and co-manager of the Joint 
Venture with the Company.  The Joint Venture has been formed to acquire the residential property located at 7729-35 
Granito Drive, Los Angeles, California (the “Property”) and construct a 14,347 square foot luxury single family 
residence for sale (the “Granito Project”).  We are managed by DiversyFund, Inc., a Delaware corporation (the 
“Manager”). 

 
The Joint Venture’s anticipated cost to complete the Granito Project, including all fees paid to the Manager 

or affiliates, is approximately $25.2 million.  The Property and the proposed development of the Granito Project 
(including estimated costs) are more fully described on Exhibit A attached hereto and incorporated herein by this 
reference.  The Property will be developed by the Manager (the “Developer”), with construction of the Granito Project 
completed by Roman James Design Build, a world-renowned, record-setting design-builder and licensed contractor 
(the “Roman James”).  
 
 These securities involve a high degree of risk and conflicts of interest.  (See “RISK FACTORS” starting 
on page 8.)  
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    Minimum 
Investment  

  Maximum Offering 
Amount 

Preferred Units   $5,000         $6,255,000 
Maximum Broker’s Fee(1)  $0  $0 
Maximum Proceeds, before expenses (2)(3)       $5,000       $6,255,000 
 

(1) We may engage the services of brokers.  If you have been referred to us by a broker, you will receive a 
supplement to this Memorandum containing additional information.  Such broker’s fees will be paid by the 
Manager to such broker. 

(2) Does not include legal and accounting expenses associated with the offering or fees and expenses for the 
qualification of the offer and sale of the Preferred Units under certain federal and state securities laws and 
other costs of the offering, which costs are estimated to be approximately $75,000. 

(3) The Preferred Units are being offered on a “best efforts” basis with a minimum raise amount of $5,000.  
Funds from Offering subscribers will be escrowed with a third party escrow agent, Prime Trust, LLC (the 
“Escrow Agent”).  Once the minimum raise amount of $5,000 has been reached, the Escrow Agent will 
release subscribed funds to the Company after (i) the Company accepts such subscription and (ii) the 
subscriber has verified their accreditation status per the requirements of Rule 506(c) of the Securities Act 
(defined below).  At the sole determination of the Manager, the Company may refund all subscriptions to the 
subscribers, without interest or deduction, prior to the end of the Offering period, in the event that sufficient 
funds are not raised to complete the Project. 

 
These securities have not been approved or disapproved by the SEC or any state securities commission 

nor has the SEC or any state securities commission passed upon the accuracy or adequacy of this 
Memorandum.  Any representation to the contrary is a criminal offense. 
 

 
 

_________________________ 
 

There are significant restrictions on the transfer of the Preferred Units.  The Preferred Units will not 
be traded publicly and purchasers of the Preferred Units from the Company (“Preferred Members”) cannot 
expect to be able to liquidate their investment through secondary re-sale.  Accordingly, the purchase of the 
Preferred Units is suitable only for persons who have no need for liquidity with respect to this investment.   

_________________________ 
 

This Memorandum does not constitute an offering or a solicitation in any state in which such an offer 
or solicitation is not authorized.  This Memorandum constitutes an offer only if a name has been inserted in the 
“Name of Recipient” space above and then only if the person is a qualified offeree under applicable securities 
laws and the suitability standards specified in this Memorandum.   

_________________________ 
 

No person is authorized to give any information or to make any representation not contained or 
referenced in this Memorandum or supplied by the Company upon request.  Except as otherwise indicated, 
this Memorandum speaks as of the date appearing on the cover page hereof.  Neither the delivery of this 
Memorandum nor the purchase of Preferred Units shall, under any circumstances, create any implication that 
there has been no change in the affairs of the Company since the respective dates at which the information is 
given herein or the date hereof. 

_________________________ 
 

By accepting delivery of this Memorandum, the recipient agrees not to disclose its contents to anyone 
except to his or her professional advisers, not to reproduce all or any portion of this Memorandum without the 
prior written consent of the Company, and to promptly return this Memorandum and all related documents 
to the Company if the recipient does not purchase Preferred Units or the Company rejects his or her 
subscription. 

_________________________ 
 

The Preferred Units are being offered as a private placement to a limited number of investors and will 
not be registered under the U.S. Securities Act of 1933, as amended (the “Securities Act”), or the securities laws 
of any state or non-U.S. jurisdiction and may not be sold or transferred without compliance with all applicable 
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U.S. federal and state and non-U.S. securities laws. The Company will not be registered as an investment 
company under the U.S. Investment Company Act of 1940, as amended, and the rules and regulations 
promulgated thereunder (collectively, the “Investment Company Act”). Consequently, investors will not be 
afforded the protections of the Investment Company Act. Neither the U.S. Securities and Exchange 
Commission nor any state or non-U.S. securities commission has reviewed or passed upon the accuracy or 
adequacy of this Memorandum or the merits of the offering described herein. Any representation to the 
contrary is unlawful. 

_________________________ 
 
Investment in the Preferred Units will involve significant risks due to, among other things, the nature 

of the Company’s business activities. See “Risk Factors” in this Memorandum. Investors must have the 
financial ability and willingness to accept the risks and lack of liquidity characteristics of the investments 
described herein. 

_________________________ 
 

Information contained in this Memorandum constitutes “forward-looking statements” that can be 
identified by the use of forward-looking terminology such as “may,” “will,” “should,” “expect,” “anticipate,” 
“estimate,” “intend,” “continue,” or “believe” or the negatives thereof or other variations thereon or 
comparable terminology. Furthermore, any projections or other estimates in this Memorandum, including 
estimates of returns or performance, are “forward-looking statements” and are based upon assumptions that 
may change. Due to various risks and uncertainties, including those set forth under Section titled “Risk 
Factors”, actual events or results or the actual performance of the Company may differ materially from those 
reflected or contemplated in such forward-looking statements. Moreover, actual events are difficult to project 
and often depend upon factors that are beyond the control of the Manager and its affiliates. Neither the delivery 
of this Memorandum at any time nor any sale hereunder shall under any circumstances create an implication 
that the information contained herein is correct as of any time after the earlier of the relevant date specified 
herein or the date of this Memorandum. 

_________________________ 
 

This Offering is being conducted pursuant to Rule 506(c) of Regulation D. 
_________________________ 

 
Copies of all agreements referred to herein are available to any prospective investor, upon written 

request, prior to any purchase.   
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SUMMARY OF TERMS TO INVESTORS 
 

The following summary is qualified in its entirety by the detailed information appearing elsewhere in this 
Memorandum, including the Exhibits attached hereto.  Capitalized terms used but not defined herein have the 
meaning set forth in the Operating Agreement (the “Operating Agreement”) of the Company attached hereto 
as Exhibit B.  
 
The Company: DiversyFund Granito, LLC, a Delaware limited liability company, was formed in May 

2016.  We maintain our principal office at 600 West Broadway Suite 1420, San Diego, 
California 92101. We are managed by DiversyFund, Inc., a Delaware corporation.  The 
principals of the Manager are Craig Cecilio and Alan Lewis (each, a “Principal”).  

 
Business Plan: We are a single purpose entity formed to indirectly acquire a parcel located at 7729-35 

Granito Drive, Los Angeles, CA, via the Joint Venture. 
 
 The Joint Venture intends to develop the Property by constructing a 14,347 square foot 

luxury single family residence.  The Joint Venture’s anticipated cost to complete the 
Granito Project is approximately $25.2 million, which includes certain fees payable to the 
Manager and affiliates, as described below.  The Property and the proposed development 
of the Granito Project (including estimated costs) are more fully described on Exhibit A 
attached hereto and incorporated herein by this reference.  The Property will be developed 
by the Manager.  Roman James will be the licensed contractor for the Granito Project and 
has already completed the architectural drawings.  

    
Total Offering  
and Purchase Price:  We are offering up to 6,255 Preferred Units at a price of $1,000 per unit, for an aggregate 

maximum offering of up to $6,255,000.  Although the purchase price per Preferred Unit 
will be the same to all investors, the Manager, and its affiliates, reserve the right to offer 
direct or indirect equity or other interests in the Manager or in associated cash flow or 
equity to third parties, including purchasers of the Preferred Units, as incentives to assist 
with the business of the Company, provide capital at certain levels or otherwise.   

 
Offering Term: The offering commences on June 1, 2017 and will continue until the earliest 
to occur of May 31, 2018, our sale of 6,255 Preferred Units or our voluntary termination 
of the offering (the “Offering Period”).   

 
Minimum Investment:  $5,000 of Preferred Units, which minimum we may waive at our 
sole discretion.  
 
Minimum Offering: The Preferred Units are being offered on a “best efforts” basis with a 
minimum raise amount of $5,000.  Funds from Offering subscribers will be escrowed with 
a third party escrow agent, Prime Trust, LLC (the “Escrow Agent”).  Once the minimum 
raise amount of $5,000 has been reached, the Escrow Agent will release subscribed funds 
to the Company after (i) the Company accepts such subscription and (ii) the subscriber has 
verified their accreditation status per the requirements of Rule 506(c) of the Securities Act.  
At the sole determination of the Manager, the Company may refund all subscriptions to the 
subscribers, without interest or deduction, prior to the end of the Offering period, in the 
event that sufficient funds are not raised to timely complete the Project. 

 
Capitalization and Future Offerings: We anticipate that up to $6,255,000 will be raised in 
this Offering.  Upon the closing of the Construction Loan (defined below) and the 
acquisition of the Property by the Company, we will commence development and 
construction work.  We may also raise a portion of the Offering amount through second-
position debt, mezzanine debt or another tranche of preferred or common equity. 
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In order to commence construction on the Granito Project, we will need to close a 
construction loan for approximately $18 million, which loan will be secured by a first 
priority mortgage against the Property (the “Construction Loan”).  In the event that the 
actual total cost of the Granito Project exceeds our estimation of $25.2 million, we may 
raise capital for such additional costs by issuing new equity securities in the Company or 
its subsidiaries, incurring secured or unsecured debt or mezzanine debt or a combination 
of both, in each case on such terms as we determine are fair and reasonable, without 
restriction.  In such an event, holders of Preferred Units may be diluted by such additional 
raise of capital. We have discretion to determine the terms on which such capital will be 
raised, without the consent of the Preferred Members.  The terms of any equity securities 
issued in a subsequent financing will be dictated by market circumstances, and we may be 
required to raise capital on terms that are more favorable to investors than the Preferred 
Units.   
 

Distribution of Profits 
and Proceeds: 

While subject to change based on current and future market conditions, among other 
things, our initial intention is to sell the Granito Project upon the completion of the 
construction and receipt of a Certificate of Occupancy.  
 
As summarized below, once the Granito Project is complete, the net cash derived from the 
sale of the Granito Project that the Company receives from the Joint Venture will be 
shared, as summarized below, by the Preferred Members and the Manager or its assignee, 
as the sole holder of the authorized and outstanding Common Units (the “Common 
Member”).  
 
18% Preferred Return:  Upon the sale of the Granito Project, the Joint Venture will 
distribute the net proceeds of such sale after payment of debt, any accrued but unpaid 
interest, broker fees, any other transaction fees and other liabilities and a deferred payment 
of Two Million Five Hundred Thousand Dollars ($2,500,000) to the Joint Venture Partner 
as part of the sale of the Property to the Joint Venture via an affiliate of the Joint Venture 
Partner (such net proceeds, the “Residual Event Distribution”) to the Company in 
accordance with the Joint Venture’s operating agreement and the Company will distribute 
such received proceeds to the Preferred Members and the Common Member as noted 
above; provided, however, that before the Common Member receives any distribution, the 
Preferred Members will first receive (i) their respective Capital Contribution plus (ii) an 
annualized preferred return of eighteen percent (18%) on their respective Capital 
Contributions (defined below) (the “18% Preferred Return”). The 18% Preferred Return 
will be calculated based on the date a Preferred Member has both purchased its Preferred 
Units and the Company is deemed to have accepted such subscription, as described in the 
Subscription Agreement.  After payment of the 18% Preferred Return to the Preferred 
Members, the Common Member will receive the remainder of any Residual Event 
Distribution.  Accordingly, the Residual Event Distribution shall be distributed as follows 
after payment of Company: 
 

First, 100% to the Preferred Members until they have received their respective Capital 
Contribution plus the 18% Preferred Return;  
 
Second, any remaining proceeds to the Common Member 

 
Contributions (or deemed contributions) to the Company paid in consideration for 
Preferred Units are referred to as “Capital Contributions”.   
 

Certain Other  
Provisions of 
Operating Agreement: Management: The initial manager of the Company will be DiversyFund, Inc.  The Manager 

has broad discretion to operate the business of the Company, manage the Granito Project 
and sell or liquidate any or all assets when, as and if it deems appropriate.  
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  Membership Units:  We are authorized to issue 23,700 Common Units and 6,255 Preferred 

Units.  In addition, without approval of the Preferred Members, subject to any limitations 
in the operating agreement, we may create additional series of preferred units (or additional 
Preferred Units) and designate their number, powers, preferences, rights, qualifications, 
and limitations.  

 
Fees and Expenses Management and Development Fees: The Joint Venture will pay to the Developer, a 

development and project management fee of $600,000.  The development fee will be paid 
out prior to the closing of the Construction Loan as compensation for pre-development, 
permitting and entitlement work, pre-construction coordination, project due diligence, 
management of the lending relationship, investor reporting and supervision of Roman 
James. 

 
 The Manager will also participate in any profits realized at the sale of the Granito Project 

through its ownership of Common Units, as described above. 
 

Legal Fees: 
 
To the extent any of the Principals or affiliates of the Manager or Company perform any 
legal work on behalf of the Company or the Joint Venture in their capacity as a licensed 
attorney, such Principal or affiliate will be paid for such legal work, such amounts not to 
exceed the Granito Project’s budget line items for legal expenses. 

 
All such fees and expenses shall be payable when and as determined by the Manager or 
governing agreements and shall be expenses of the Company.  
 
Use of Brokers:  We may engage one or more brokers to refer potential investors to us.  If 
you have been referred to us by a broker, you will receive a supplement to this 
Memorandum containing additional information.   

 
 
Risk Factors:   The Preferred Units being offered are speculative and involve a high degree of risk.  

Members may lose all or part of their investment.  (See “RISK FACTORS”). 
 
Subscription   
Procedures:   You may subscribe to purchase the Preferred Units by delivering to us the following items: 

(a) a completed and executed Subscription Agreement (with purchaser questionnaire), 
which is attached hereto as Exhibit C, (b) wire payment or ACH payable to DiversyFund 
Granito, LLC in an amount equal to the principal amount of the Preferred Units subscribed 
to be purchased, (c) an executed Operating Agreement of the Company, which is attached 
hereto as Exhibit B, and (d) a completed and executed Form W-9, attached hereto as 
Exhibit D.   

 
All subscription documents should be sent to DiversyFund Granito, LLC, at 600 West 
Broadway, Suite 1420, San Diego, CA 92101.   
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OUR BUSINESS PLAN 
 
 

Overview 
 
We are a single purpose entity formed to form a joint venture entity named 7729-35 Granito, LLC, a 

California limited liability company with Granito NK, LLC, a California limited liability company as the only other 
member of the Joint Venture and co-manager of the Joint Venture with the Company.  The Joint Venture has been 
formed to acquire the residential property located at 7729-35 Granito Drive, Los Angeles, California and construct a 
14,347 square foot luxury single family residence for sale.  We are managed by DiversyFund, Inc., a Delaware 
corporation.   

 
The Joint Venture’s anticipated cost to complete the Granito Project, including fees to the Manager and 

affiliates, is approximately $25.2 million.  The Property and the proposed development of the Granito Project 
(including estimated costs) are more fully described on Exhibit A attached hereto and incorporated herein by this 
reference.  We anticipate that the Property will be developed by the Manager, with Roman James acting as the licenside 
contractor.   
 
Construction Loan 
 

The Joint Venture will seek to obtain a Construction Loan from third party lender (the “Lender”) for a loan 
amount of approximately $18 million, which loan will be secured by a first priority mortgage against the Property.  
The Company will be the borrower on the Construction Loan.  The Construction Loan will likely have a term of 24 
months.  The interest rate during the initial term will likely be a fixed rate of 12% or less.  The Construction Loan will 
either be interest-only during the initial term or may allow for deferred interest payments until the time of the sale of 
the Property by the Company.  
 
History of the Property  
 

The Property is currently owned by Granito Development, LLC, a California limited liability company (the 
“Transferor”).  The Transferor, an affiliate of the Joint Venture Partner, purchased the Property previously with the 
intent to develop the Property into a single family residence. The Joint Venture has entered into a purchase agreement 
with the Transferor to purchase the Property for $7.2 million, with an additional $2.5 million deferred land payment 
to be paid to the Joint Venture Partner upon the sale of the Granito Project by the Joint Venture.  Roman James has 
already completed a full set of architectural drawings for the Granito Project, which drawings have been submitted to 
the City of Los Angeles for approval. The Joint Venture expects to receive final approval from the City of Los Angeles 
within the next 2 months for the Granito Project’s building permit. 
 
Development Plan 
 
 The Joint Venture anticipates commencing construction of the Granito Project upon the closing of the 
Construction Loan.  The Property is fully entitled and awaiting final building permit and upon closing the Construction 
Loan, we will commence construction shortly thereafter.  Construction of the Granito Project will likely take 
approximately 18 months to complete. 

 
 In order to commence construction, we will need to close the Construction Loan for approximately $18 
million with the Lender to cover the remainder of the estimated $25.2 million total cost of the Granito Project.  In the 
event that the actual total cost of Granito Project exceeds our estimation of $25.2 million, we may raise capital for 
such additional costs by (i) issuing new equity securities in the Company or its subsidiaries and/or (ii) incurring 
secured unsecured debt or mezzanine debt, or a combination of thereof, in each case on such terms as we determine 
are fair and reasonable, without restriction.  In such event, holders of Preferred Units will be diluted by such additional 
raise of capital. We have discretion to determine the terms on which such capital will be raised, without the consent 
of the Preferred Members.  The terms of any equity securities issued in a subsequent financing will be dictated by 
market circumstances, and we may be required to raise capital on terms that are more favorable to investors than the 
Preferred Units.   
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Certain information about the Granito Project is set forth below:  
 

Location:  The Property is located at 7729-35 Granito Drive, Los Angeles, California. 
 
 Development Plan:  The Company expects to construct a luxury 14,347 square foot single family residence 

via the Joint Venture. 
 

Entitlements:  The Property is fully entitled and ready for construction to begin, subject to final construction 
building permit to be obtained prior to the closing of the Construction Loan. 

 
 Estimated Development Cost with Fees:  $25.2 million (including Property purchase price). 
 

Construction Loan:  We expect that Lender will make a construction loan to the Joint Venture of 
approximately $18 million to cover a portion of the Granito Project’s construction costs. 

 
Competition 
 

Luxury residential real estate projects are highly competitive in the Hollywood Hills area of Los Angeles.  
The greater Los Angeles area, in which the Property is located, has many new and existing luxury single family 
residences for sale, many of which will be competing directly with our efforts.  We will face competition from local 
and national developers, including those with greater brand recognition and more working capital.  There are several 
other luxury single family residence projects situated near the Property that will directly compete with the Granito 
Project.    
 
Government Regulation 
 

Although we do not expect to participate in any regulated industries, our proposed businesses will be subject 
to various government regulations and approvals.  Although the plats for the Property have the approvals necessary to 
commence construction, we may determine that we need to amend the respective plat or otherwise obtain an exception 
or approval.  Any such amendment or exception would generally require discretionary approvals from local planning 
and zoning boards.  In addition, we will be required to comply with planning, zoning and other land-use laws and 
regulations, as well as fair housing, safety, landlord-tenant and similar laws.   

 
Environmental Laws  
 

Our ownership and development of the Property will be subject to federal, state, and local environmental 
laws.  Under such laws, we may be jointly and severally liable with prior and subsequent property owners for the 
treatment, cleanup, remediation, and/or removal of substances discovered at any property owned or used by us, to the 
extent the substances are deemed by the federal and/or state government to be toxic or hazardous (“Hazardous 
Substances”).  Courts or government agencies may impose liability for, among other things, the improper release, 
discharge, storage, use, disposal, or transportation of Hazardous Substances.  We do not plan to use Hazardous 
Substances in our business operations and expect to order standard environmental surveys on Property that we 
purchase to identify and limit environmental risks.  Despite precautions, we may purchase, foreclose on or otherwise 
become associated with real estate that is contaminated with Hazardous Substances and, as a result, may be subject to 
liability and/or remediation requirements. 
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USE OF PROCEEDS 
 

Assuming sale of all of the Preferred Units offered, total gross proceeds will be $6,255,000.  If we only sell 
a portion of the Preferred Units, gross proceeds will be correspondingly reduced.   

Total Cost of Development 

Hard Costs 
Construction Hard Costs $11,405,000 
General Contractor Fee $1,575,000 

  
Soft Costs 
Construction Soft Costs $1,100,000 
Furnishings  $650,000 
Escrow, Title, Legal $270,000 
Development & Entitlement Fee $600,000 
 
Financing Costs 
Loan Costs, Origination Fee and Interest $540,000 
Construction Loan Interest $1,869,427 
 
Land 
Property Acquisition $7,200,000 
 
Offering Expenses (Legal, Etc.) $75,000 
Maximum Broker’s Fee* 0 
Total: $25,254,427 
 
*Any broker’s fees will be addressed in a Supplement 

Funding Sources 

Construction Loan $18,000,000 
Manager Equity $1,000,000 
Sale of Preferred Units $6,254,427 
Total Funding: $25,254,427 
 
We intend to use the proceeds of the offering for working capital and general purposes, with our estimated 

uses of proceeds being as follows: 

 Offering Expenses (Legal, Etc.) $75,000 
 Maximum Broker’s Fee* 0 
 Project Costs and Fees Not Funded by Loan $6,179,427   
 Total: $6,254,427    
   
 We expect that the remainder of the estimated $25.2 million total cost of the Granito Project will be funded 
by the Construction Loan. 
 

The amounts and timing of the expenditure of the net proceeds from this Offering may vary significantly, 
based on the expenses of our operations and depending on numerous factors, including our ability to successfully 
consummate the purchase of the Property.  Accordingly, the Manager will have broad discretion in the application of 
the net proceeds, and Members will be relying on the judgment of the Manager regarding the application of the 
proceeds of this offering. We reserve the right to change the use of these proceeds as a result of various contingencies.   
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THE MANAGEMENT 
 
The Manager 
 
 The Company is managed by DiversyFund, Inc., a Delaware corporation (“DiversyFund”).   The principals 
of the Manager are Craig Cecilio and Alan Lewis.   
  
 The Manager may, in its sole discretion, change its management or ownership structure at any time.   The 
ownership and management of the Manager may change from time to time after the date of this Memorandum.  
Without limiting the foregoing, the Manager reserves the right to transfer interests in the Manager to managers, 
employees, principals or affiliates of the Manager and to third parties, including potential purchasers of Preferred 
Units, as incentives to provide services, capital, referrals and other goods or services for the Manager.  In considering 
any referrals, statements or recommendations by any of the foregoing persons, a prospective Preferred Member should 
consider the economic interest of such person in the success of the Manager and the Company.   
 

DiversyFund, Inc. is the owner of a real estate crowd-funding investment platform, www.diversyfund.com. 
Diversyfund is currently managing five other ground-up construction projects (luxury single family and multi-family) 
in Southern and Northern California coastal markets.   
 
The Principals 
 
Craig Cecilio 
 
Mr. Cecilio is the CEO and Founder of DiversyFund, Inc. Mr. Cecilio has worked in the real estate industry for nearly 
20 years.  Over the course of his career, Mr. Cecilio has participated in the development of over 1,000 single family 
residences in California as either a joint venture equity partner, lender or sponsor.  Previously, Mr. Cecilio owned a 
real estate lending business, Coastal California Funding Group, Inc., which underwrote and financed residential 
renovations and ground-up construction in California coastal markets such as San Diego, Orange County, Los Angeles 
and San Francisco, a loan servicing business.   
 
Additionally, Mr. Cecilio founded a real estate debt fund in 2013, which manages a portfolio of real estate-backed 
bridge loans used primarily to “pre-fund” many of Diversyfund’s real estate projects. Since 1997, Mr. Cecilio has 
financed nearly $1 billion of real estate assets, having raised over $100 million in debt or equity for real estate 
transactions in the last three years, and has developed and managed over $25 million of residential property 
(renovations and ground-up).  Mr. Cecilio is a graduate of the University of Colorado at Boulder.   
 
Alan R. Lewis 
 
Mr. Lewis is the Chief Investment Officer and Co-Founder of DiversyFund, Inc.  Prior to the launch of was formerly 
the head of the real estate private equity division of JF Capital, a real estate investment and development firm based 
out of Salt Lake City, Utah, where he oversaw capital raising, deal structuring and development work for multi-family 
projects and master-planned residential communities.  Prior to joining JF Capital in 2014, Mr. Lewis worked for nearly 
ten years on Wall Street as both an investment banker and a corporate lawyer, most recently working as a Managing 
Director of the Investment Banking Division of Brill Securities, Inc. where Mr. Lewis provided financial advisory and 
capital raising services for high-growth companies along with real estate and oil and gas projects.   
 
Prior to joining Brill Securities in 2010, Mr. Lewis practiced as a corporate attorney at Davis Polk & Wardwell, LLP, 
a Tier 1 ranked Wall Street law firm (Chambers USA).  His practice included IPO’s, mergers and acquisitions, and 
commercial real estate, including the acquisition and refinancing of several Fifth Avenue commercial buildings, 
acquisitions and portfolio restructurings for a $6 billion real estate private equity fund and the transfer of leases to an 
NBC Universal/Comcast joint venture for the 30 Rockefeller Plaza building. Over his career, Mr. Lewis has worked 
on transactions totaling, in aggregate, over $41 billion.  Mr. Lewis received a BA from Brigham Young University 
and a JD from Columbia Law School, where he was a Senior Editor on the Columbia Law Review.  Mr. Lewis is 
admitted to practice law in New York and previously held Series 7, 66 and 79 FINRA licenses.  

http://www.diversyfund.com/
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RISK FACTORS 

  
An investment in the Preferred Units involves significant risks not associated with other investment vehicles 

and is suitable only for persons of adequate financial means.  We can provide no assurances or guarantees that we 
will achieve our business objectives or that purchasers will not lose all or a portion of their investment in the Preferred 
Units.  You should carefully consider the risks and uncertainties described below and throughout this Memorandum 
before deciding whether to invest in the Preferred Units.  Additional risks and uncertainties not presently known to us 
or that we currently deem immaterial may also impair our business operations and your investment. If any of the 
following risks actually occur, our business, financial condition or operating results could be harmed.  
 
The Property is located in Los Angeles, California, which has experienced periodic declines in housing prices in 
recent years and an increase in construction of new residential housing.   
 

Although residential housing prices in the greater Los Angeles area have seen increases in the most recent 
years, the area has also experienced dramatic drops in sales prices during the past ten-year period.   

 
Additionally, the greater Los Angeles area has also experienced very high rates of foreclosure and short sales 

during the recent downturn.   
 
Given the above market conditions, there is a risk that we will be unable to sell the Granito Project for a price 

sufficient to generate a profit, or even sell the Granito Project, which may result in loan default, foreclosure and a loss 
of all or a part of your investment. 
 
Factors that harm the real estate market in Los Angeles, California may harm the Company.   
 
 We will own, develop and sell the Property, which, upon completion of the Granito Project, will be comprised 
of a luxury 14,347 SF single family residence.  An investment in the Preferred Units is subject to risks associated with 
the real estate industry in general and the market in Granito in particular.  These risks include, among others: 
 

• declines in the value of real estate; 
• declines in the volume of home buyers;  
• unexpectedly high costs associated with the construction of the Granito Project; 
• lack of availability of funds to finance or facilitate the Granito Project;  
• increases in competition, property taxes and operating expenses;  
• changes in zoning laws and/or the inability to obtain needed changes, approvals or waivers;  
• costs resulting from the clean-up of, and liability to third parties for damages resulting from, 

environmental problems;  
• casualty or condemnation losses;  
• uninsured damages from floods, earthquakes, fires or other natural disasters; and 
• changes in interest rates.   
 

Roman James may not perform its duties as expected while constructing the Granito Project. 

 We will be relying on the expertise of Roman James and any subcontractors hired by it.  Although Roman 
James has successfully completed many projects similar to the Granito Project, Roman James may not be able to 
complete the Granito Project within the estimated time-frame or budget, or at all.  The costs associated with work 
done by Roman James and subcontractors may exceed our budgeted expenses.  To the extent Roman James is unable 
to complete the project as projected, the Company could experience significant losses, and Preferred Members could 
lose their investments. 

We may not be able to obtain the permits necessary to complete the Granito Project.   
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 In order to complete the Granito Project, we may need to obtain certain final permits from various 
government agencies.  Such agencies have some discretion in the issuing of permits.  We may not be able to obtain 
the necessary permits in a timely manner, or at all.  A failure to obtain any of such permits will prevent us from 
completing the Granito Project, causing significant losses to the Preferred Members. 
 
Upon completion of the Granito Project, we must obtain a certificate of occupancy prior to selling the Property. 
 
 Upon completion of the Granito Project we will be required to obtain a certificate of occupancy prior to 
selling the Property in order to maximize sales price.  Such permit will be contingent, at least in part, on the quality 
of work performed by subcontractors.  Even if the work appears to meet applicable standards, the licensing agencies 
may find defects and deny us the licenses necessary to commence leasing.  Even if we obtain the necessary licenses, 
defects may become apparent after the fact, in which case we could lose the necessary licenses.  If we are unable to 
obtain the licenses needed in order to sell the Property, Preferred Members may suffer a loss of all or a portion of their 
investment. 
 
Because a substantial portion of the potential compensation of the Manager is tied to the profitability of the 
Company, and downside risks are largely borne by the Preferred Members, the Manager may have an economic 
incentive to take undue risks.  
 
 The majority of compensation of the Manager consists of Manager Distributions, as described above, from 
the net sales proceeds from the Granito Project.  As a result of this structure, the Manager’s compensation is limited 
if the Company is unprofitable or experiences low levels of profits, and the Manager’s compensation may be 
significant if the Company is highly profitable.  Because the Preferred Members will have made the majority of the 
anticipated capital contributions to the Company, the risk of loss is heavily borne by the Preferred Members.  This 
compensation structure creates an economic incentive for the Manager to use leverage and to otherwise make 
speculative decisions with respect to the Property (involving a high level of risk and potential profitability).  If these 
speculative decisions are not successful on average, the Company could experience significant losses, and the 
Preferred Members could lose all or a portion of their investments.  The Preferred Members should take into account 
this economic incentive when determining whether to invest in the Company.  
 
The Principals have various actual or potential conflicts of interest with the Company and the Preferred 
Members.  
  
 The Manager and the Principals may have various actual or potential conflicts of interest with the Preferred 
Members, which may affect how they manage the Company.  Neither the Manager nor the Principals have any 
obligation to devote their full time to the business of the Company.  They are only required to devote such time and 
attention to the affairs of the Company as they decide is appropriate and they may engage in other activities or ventures, 
including competing ventures and/or unrelated employment, which result in various conflicts of interest between such 
persons and the Company. These and other conflicts of interest may lead to losses or lower returns on investments in 
Preferred Units than would be realized absent these conflicts.  
 
We may be required to raise additional capital.   
 
 In order to complete the Granito Project, we may need to raise capital if actual total costs of the Granito 
Project exceed our estimated total costs with fees of $25.2 million. In such an event, we may raise such additional 
capital by issuing new equity securities in the Company, incurring secured or unsecured debt or mezzanine debt, or a 
combination of both.  In such event, holders of Preferred Units will be diluted by such additional raise of capital.  Our 
Operating Agreement permits us to raise additional capital without obtaining the consent of the Preferred Members.  
If we procure debt in order to complete the Granito Project, the payment of such debt will likely have priority over 
profit distributions by the Company to Preferred Members and will reduce or delay distributions to Preferred Members.  
Such additional debt payments may cause the Company to default on such loans, which could lead to foreclosure on 
the Property by such lender, in which case the Preferred Members would lose all or a portion of their investment. 
 
The Preferred Units are subject to restrictions on transfer, limiting the liquidity of an investment in the Company.   
 
 The Company’s Operating Agreement and applicable securities laws will impose substantial restrictions upon 
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the transferability of the Preferred Units.  There is no public or other market for the Preferred Units, and it is not 
expected that such a market will develop.  Withdrawal of a member from the Company generally will not be permitted, 
and a withdrawn member will generally not be entitled to immediate payment for its Preferred Units.  As a result of 
such limitations on transfer and withdrawal, members will generally not be able to liquidate their investment in the 
Company prior to the winding up and dissolution of the Company.   
 
The Company may not be profitable, and its obligations to the members are not subject to third party guaranty.   
 
 We can provide no assurance that an investment in the Company will be profitable.  No government agency, 
third party or other persons has guaranteed the value of the Preferred Units.  If the Company cannot manage and 
operate or market and sell the Property for a value that exceeds the sum of the Company’s expenses and the capital 
contributions of Preferred Members, Preferred Members will lose money on their investment.  Past performance by 
the Manager and its affiliates in other contexts is not a guarantee of future results.  It is possible that members could 
lose an amount equal to their entire Capital Contribution to the Company.  Members should only commit capital that 
they do not need in the foreseeable future and that they can afford to lose. 
 
The profitability of the Company is dependent upon the efforts of the Manager.   
 
 The value of the Preferred Units is dependent upon, among other factors, the efforts, experience, contacts 
and skills of the Manager. None of the principals, employees or affiliates of the Manager is subject to restrictions 
requiring them to remain employed with the Manager and its affiliates.  The loss of any such individual could have a 
material, adverse effect on the Company, and such loss could occur at any time due to death, disability, resignation or 
other reasons.  Additional members, managers and employees may be admitted to the Manager and its affiliates 
following the Company’s initial closing, and the members will have no power to prevent any specific person from 
becoming associated with the Manager or its affiliates.  Within the Manager, the economic, voting and other rights of 
the individual members or manager of the Manager will be determined by agreement among such members and 
manager and will be subject to change, without notice to the Members, from time to time.   
 
 Preferred Members may not be permitted to evaluate the relevant business, economic, financial or other 
information used by the Manager in purchasing the Property.  Except as specifically provided in the Operating 
Agreement, the Manager will have the exclusive right and power to manage the Company’s business and affairs.  The 
Manager may be unable to manage the Company effectively or consistently, leading to unfavorable results. 
 
The principals of the Company are not obligated to devote their full time to the Company.   
 
 Neither the Manager, nor its principals have any obligation to devote their full time to the business of the 
Company.  They are only required to devote such time and attention to the affairs of the Company as they decide is 
appropriate and they may engage in other activities or ventures, including competing ventures and/or unrelated 
employment, which may divert their time and attention and result in various conflicts of interest between such persons 
and the Company.  These and other conflicts of interest may lead to returns on investment that are below the returns 
necessary to make distributions to Preferred Members, lead to liquidity issues or cause the Company to incur losses.  
 
The Manager will control the Company, and Preferred Members will have no decision making authority with 
respect to the Company except in very limited circumstances.    
 
  The Manager will have complete control of the Company’s day to day affairs, including the authority to 
market and sell the Property without the consent of the Members.  Given such broad discretion, Preferred Members 
will be entirely dependent upon the Manager and third parties with respect to the value of their Preferred Units.   
 
There has been no regulatory review of this offering or of the Company.   
 
 The Preferred Units being offered herein have not been registered under the Securities Act or any state 
securities laws.  This offering is relying upon exemptions from registration provided by Sections 3(b) and/or 4(2) of 
the Securities Act and/or Regulation D promulgated under the Securities Act and/or certain state securities law 
exemptions.  Prospective investors do not have the same protections afforded by fully registered offerings, which 
sometimes includes regulatory review. Prospective investors must judge the adequacy of disclosure and the fairness 
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of the terms of this offering on their own.  Prospective investors should consult with an attorney, accountant, or other 
qualified adviser prior to purchasing any Preferred Units.  
 
The Operating Agreement includes indemnification provisions in favor of the Manager and limitations on liability.   
 
 The Company’s Operating Agreement limits the circumstances under which the Manager can be held liable 
to the Company.  As a result, members may have a more limited right of action in certain cases than they would in the 
absence of provisions expressly limiting liability.  In addition, the Manager will be entitled to indemnification from 
the Company, except in certain circumstances.  The assets of the Company, including Capital Contributions, will be 
available to satisfy these indemnification obligations. 
 
Under certain circumstances, Members may be required to return distributed property.   
 
 If the Company should become insolvent, the Members may be required to return any property distributed to 
them prior to the time the Company was insolvent, and forfeit any undistributed profits.  In addition, subject to certain 
limitations, the Members may be required to return property distributed to them in order to cover the Company’s 
indemnity obligations in favor of the Manager.    
 
The Company has not engaged legal counsel or financial advisers to advise individual Preferred Members, and 
each should consult its own legal counsel and financial advisers with respect to an investment in the Company.    
 
 Documents relating to the Company, including this Memorandum and the Company’s Operating Agreement, 
are detailed and technical in nature, and the tax, accounting and other consequences of investing in the Company are 
complex.  Legal counsel and auditors to the Company will represent the interests solely of the Company, and will not 
represent the interests of any Preferred Member.  Moreover, under the Company’s Operating Agreement, each 
Preferred Member will be required to waive any actual or potential conflicts of interest between such investor and 
legal counsel to the Company.  Accordingly, each prospective investor is urged to consult with its own legal counsel 
and financial adviser before investing in the Preferred Units.  
 
The Manager has relied on third party sources, without independent verification, in connection with certain factual 
statements in this Memorandum.   
 
 Certain of the factual statements made in this Memorandum, particularly those related to the Property and 
the market in which the Property is located, are based upon information from various sources believed by the Manager 
to be reliable.  The Manager and the Company have not independently verified any of such information and shall have 
no liability for any inaccuracy or inadequacy thereof.  No other party (including legal counsel to the Company and the 
Manager) has been engaged to verify the accuracy or adequacy of any of the factual statements contained in this 
Memorandum, including statements relating to the experience, track record, skills, contacts and other attributes of the 
principals of the Manager, statements regarding the Property and the market in which the Property is located. 
 
Members may owe income taxes on their allocable share of Company net income without corresponding 
distributions of cash from the Company sufficient to permit payment of such flow-through tax liability.  
 
 As discussed below under the caption-heading “CERTAIN UNITED STATES FEDERAL INCOME TAX 
CONSIDERATIONS,” each year Members will be allocated their applicable share of the Company’s annual taxable 
income and will be required to report such “pass-through” income on their income tax returns and pay any income 
taxes due thereon.   Liability to pay such taxes may arise even if the Company makes no distributions of cash to the 
Members sufficient to allow payment of the “pass-through” tax liability.  Therefore, Members may have to use other 
funds to pay income taxes on their allocable share of Company income and profits.  
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SUITABILITY STANDARDS / RESTRICTIONS ON TRANSFER 
 

Suitability Standards 
 

Purchasers must be persons who are able to bear the economic risk of an investment in the Preferred Units. 
Each prospective purchaser is advised to consult qualified professional advisers to assist the purchaser in appraising 
the purchaser’s suitability for, or the desirability of, an investment in the Preferred Units.  Each person to whom the 
Preferred Units will be sold must meet certain suitability requirements and must represent in writing, among other 
things, that in connection with evaluating the merits and risks of investment in the Preferred Units, he or she has such 
knowledge and experience in financial and business matters that he or she is capable of evaluating such merits and 
risks and is capable of making an informed investment decision.  In addition, subject to waiver in our discretion and 
to the extent permitted by applicable securities laws, in order to be eligible to purchase the Preferred Units, any 
prospective purchaser must represent in writing that such person qualifies as an “accredited investor” as defined in 
Rule 501(a) of Regulation D under the Securities Act because such person is one or more of the following (an 
“Accredited Investor”): 
 

(1) Any bank as defined in Section 3(a)(2) of the Securities Act, or any savings and loan association or 
other institution as defined in Section 3(a)(5)(A) of the Securities Act whether acting in its individual or fiduciary 
capacity; any broker or dealer registered pursuant to Section 15 of the Securities Exchange Act of 1934; any insurance 
company as defined in Section 2(13) of the Securities Act; any investment company registered under the Investment 
Company Act of 1940 or a business development company as defined in Section 2(a)(48) of that act; any Small 
Business Investment Company licensed by the U.S. Small Business Administration under Section 301(c) or (d) of the 
Small Business Investment Act of 1958; any plan established and maintained by a state, its political subdivisions, or 
any agency or instrumentality of a state or its political subdivisions for the benefit of its employees, if such plan has 
total assets in excess of $5,000,000; any employee benefit plan within the meaning of the Employee Retirement 
Income Security Act of 1974 if the investment decision is made by a plan fiduciary, as defined in Section 3(21) of 
such act, which is either a bank, savings and loan association, insurance company, or registered investment adviser, 
or if the employee benefit plan has total assets in excess of $5,000,000 or, if a self-directed plan, with investment 
decisions made solely by persons that are “Accredited Members”; 
 

(2) Any private business development company as defined in Section 202(a)(22) of the Investment 
Advisers Act of 1940; 
 

(3) Any organization described in Section 501(c)(3) of the Internal Revenue Code, corporation, 
Massachusetts or similar business trust, or partnership, not formed for the specific purpose of acquiring the securities 
offered, with total assets in excess of $5,000,000; 
 

(4) Any manager of the Company; 
 

(5) Any natural person whose individual net worth, or joint net worth with that person’s spouse, at the 
time of his or her purchase exceeds $1,000,000 (for purposes of this definition, total assets excludes the value of the 
investor’s primary residence, and total liabilities excludes any mortgage on the primary residence, up to the value of 
the residence); 
 

(6) Any natural person who had an individual income in excess of $200,000 in each of the two most 
recent years or joint income with that person’s spouse in excess of $300,000 in each of those years and has a reasonable 
expectation of reaching the same income level in the current year; 
 

(7) Any trust, with total assets in excess of $5,000,000, not formed for the specific purpose of acquiring 
the securities offered, whose purchase is directed by a sophisticated person as described in Rule 506(b)(2)(ii) 
promulgated under the Securities Act; and 
 

(8) Any entity in which all of the equity owners are Accredited Members. 
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Restrictions on Transferability 
 

The sale of the Preferred Units has not been registered under the Securities Act, and the Preferred Units are 
being sold in reliance upon exemptions from the registration requirements of the Securities Act.  In addition, the 
Preferred Units have not been registered under the securities laws of any state, and are being sold in reliance upon 
exemptions from registration.  The Preferred Units may not be resold without being registered unless an exemption is 
available under the provisions of the Securities Act and applicable state securities laws.  We do not intend to register 
the Preferred Units and are not required to register them or to make any exemption from registration available.   

 
 In addition, the Operating Agreement provides that a Preferred Member may not transfer the Preferred Units 
without the consent of the Manager, which may be withheld for any reason.  These restrictions, and other restrictions 
set forth in the Operating Agreement, severely limit a Preferred Member’s ability to liquidate an investment in the 
Preferred Units.  
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TERMS OF THE OFFERING AND PLAN OF DISTRIBUTION 
 

Total Offering.  We are offering up to 6,255 Preferred Units for an aggregate maximum offering of 
$6,255,000. 

 
Purchase Price.  The purchase price for the Preferred Units is $1,000 per unit.  Although the purchase price 

per Preferred Unit will be the same to all investors, the Manager, and its affiliates, reserve the right to offer direct or 
indirect equity or other interests in the Manager, owners of the Manager or in associated revenue or cash flow to third 
parties, including purchasers of the Preferred Units, as incentives to assist with the business of the Company, provide 
capital at certain levels or otherwise.   

 
Minimum Investment. The minimum amount of Preferred Units an investor may purchase is $5,000, which 

minimum we may waive in our sole discretion.   
 
 Minimum Offering. The Preferred Units are being offered on a “best efforts” basis with a minimum raise 
amount of $5,000.  Funds from Offering subscribers will be escrowed with a third party escrow agent, Prime Trust, 
LLC (the “Escrow Agent”).  Once the minimum raise amount of $5,000 has been reached, the Escrow Agent will 
release subscribed funds to the Company after (i) the Company accepts such subscription and (ii) the subscriber has 
verified their accreditation status per the requirements of Rule 506(c) of the Securities Act.  At the sole determination 
of the Manager, the Company may refund all subscriptions to the subscribers, without interest or deduction, prior to 
the end of the Offering period, in the event that sufficient funds are not raised to timely complete the Project. We 
anticipate that some funds will be expended by the Company on pre-development work and fees prior to the closing 
of the Construction Loan. 
 
 Capitalization and Future Offerings. We anticipate that up to $6,255,000 will be raised in this Offering.  
Upon the initial closing of the Offering and the simultaneous closing of the Construction Loan, we will commence 
construction of the Granito Project.   

 
 In order to commence construction, we will need to close the Construction Loan for approximately $18 
million to finance the remainder of the estimated $25.2 million total cost and fees of the Granito Project.  In the event 
that the actual total cost exceeds this estimation, we may raise such additional capital for the construction of the 
Granito Project by issuing new equity securities in the Company, incurring secured or unsecured debt, or a 
combination of both, in each case on such terms as we determine are fair and reasonable, without restriction.  In such 
event, holders of Preferred Units will be diluted by such additional raise of capital. We have discretion to determine 
the terms on which such capital will be raised, without the consent of the Preferred Members.  The terms of any equity 
securities issued in a subsequent financing will be dictated by market circumstances, and we may be required to raise 
capital on terms that are more favorable to investors than the Preferred Units.  
 
 Offering Period. The offering commences on June 1, 2017 and will continue until the earliest to occur of 
May 31, 2018, our sale of 6,255 Preferred Units or our voluntary termination of the offering.   

 
Plan of Distribution.  The Preferred Units will be offered by the Manager, who will receive no commission 

or other remuneration in connection with the sale of the Preferred Units.  The Preferred Units will be offered only to 
investors who satisfy the investor suitability standards provided in this Memorandum and will not be offered through 
any form of general solicitation or general advertising.   

 
Use of Brokers.  We may engage one or more brokers to refer potential purchasers to us.  If you have been 

referred to us by a broker, you will receive a supplement to this Memorandum containing additional information.     
 
Other Offering Information: Once subscriptions are delivered to us, purchasers will be irrevocably bound 

by the terms thereof.  We reserve the right, in our sole and absolute discretion, to accept or refuse any Subscription 
Agreement and to limit the number of Preferred Units acquired by any purchaser.  The purchase price must be payable 
in full by check, wire transfer or other immediately available cash equivalent funds acceptable to us at the time of 
subscription.   
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 CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS; CONFLICTS 

OF INTEREST 
 
Management and Affiliate Compensation 
 

Management and Development Fees:  The Manager shall be entitled to receive as compensation for services 
the Manager Distribution.  The Company will also pay to the Manager, as the Developer, a development fee of 
$600,000.  The development fee will be paid out prior to the closing of the Construction Loan as compensation for 
pre-development work, oversight of the site development preparation, market study, project due diligence, pre-
construction coordination and supervision of Roman James.   
 

Legal Fees:  To the extent any of the Principals or affiliates of the Company or Manager perform any legal 
work on behalf of the Company in their capacity as a licensed attorney, such Principal or affiliate will be paid for such 
legal work, such amounts not to exceed the Granito Project’s budget line items for legal expenses. 
 

All such fees and expenses shall be payable when and as determined by the Manager or governing agreements 
and shall be expenses of the Company.  
 
Incentive Allocation 
 

The Manager, as the Common Member, will receive the Manager Distribution, which entitles the Manager 
to a portion of any profit distributions paid by the Company; provided, however, that the Preferred Members will 
receive a preferred return of their Capital Contributions on their respective Preferred Units at the time of the Residual 
Event Distribution (see “SUMMARY OF TERMS TO INVESTORS:  Distributions of Profits and Proceeds”). 
 
Equity in Manager  
 
 The Manager and all affiliates mentioned in this Memorandum are owned by the Principals and/or entities 
controlled by the Principals.   

 
Outside Activities and Additional Businesses 
 
 The Principals are required to devote to the Manager such time and effort as is reasonably necessary to 
manage its business and affairs, and each of the Principals is engaged in other employment activities separate from 
his status as a Principal of the Manager.  The Principals and their affiliates are permitted to be involved for their own 
accounts and the accounts of others in other financial, investment and professional activities, including: management 
of or participation in investment companies; venture capital, private equity, public equity; purchases and sales of 
securities; investment and management counseling; investment banking, underwriting and brokers activities; real 
estate related services; financial advisory services; and service as officers, directors, advisers and agents of other 
companies.  The Principals have no obligation to report any proceeds from other businesses to the Company or to 
afford the Company an opportunity to participate therein.  
 
 The Manager is involved in the management of several other single purpose entities, which invest in, own 
and manage other real property investments, include residential and commercial property as well as indebtedness 
secured by real property. Additionally, the Manager provides management services to an investment fund, pursuant 
to a management agreement. 

 
 

LEGAL PROCEEDINGS 
 

 We are not party to any material pending litigation as of the date hereof, and we are not aware of any 
threatened or pending litigation against the Company.   
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CERTAIN UNITED STATES FEDERAL INCOME TAX CONSIDERATIONS  
 
 
General 
 
 Summarized below are certain United States federal income tax principles applicable to the Company and 
investments in Preferred Units, based on the Internal Revenue Code of 1986, as amended (the “Code”), the regulations 
promulgated under the Code (the “Regulations”) and published rulings and court decisions currently in effect.  No 
assurance is given that future legislative or administrative changes or court decisions will not significantly modify the 
law and render inapplicable or incorrect the statements and opinions expressed herein.  Any such changes may or may 
not be retroactive with respect to transactions completed prior to the effective date of such changes.  Under the Code 
and Regulations, there are many areas of uncertainty regarding various federal income tax aspects of limited liability 
companies treated as “partnerships” for tax purposes.  The applicable Regulations and interpretations dealing with this 
area of taxation are under continuing review by the IRS, and changes in such Regulations or interpretations could 
adversely affect the Company and the Members.  There is no assurance that the IRS will concur with the following 
analysis or the tax consequences set forth below. 

 
This summary assumes that all investors will hold their Preferred Units as “capital assets” within the meaning 

of Section 1221 of the Code (generally, property held for investment) and are “U.S. Persons.”  This summary does 
not address tax consequences to investors in the Company other than “U.S. Persons.”   Generally, the term “U.S. 
Person” means (a) an individual who is a citizen or resident of the U.S.; (b) a corporation, partnership, limited liability 
company, or other business entity organized under the federal laws of the U.S. or the laws of any State; (c) the estate 
of a deceased U.S. Person; and (d) a trust (i) over which the U.S. courts or one or more U.S. Persons have primary 
administrative or supervisory authority; or (ii) that existed prior to August 20, 1996, was treated as a “U.S. Person” 
prior to that date and validly elected to continue to be treated as a U.S. Person after that date.  Members other than 
U.S. Persons should consult their tax advisers regarding the United States federal income tax consequences of 
investing in the Company. 
 

This discussion does not address all aspects of United States federal income taxation that may be relevant to 
a Preferred Member in light of such holder’s particular circumstances, nor does it discuss the special considerations 
applicable to holders of our Preferred Units under the United States federal income tax laws, such as, for example, 
financial institutions or broker-dealers, mutual funds, partnerships or other pass-through entities and their partners or 
members, tax-exempt organizations, insurance companies, dealers or traders in securities.  Additionally, this summary 
does not address the effect of foreign, state and local income tax laws on Members or investments in the Company.  
Such foreign, state and local income tax effects may not be the same as those under United States federal income tax 
laws.  Nor does this summary address estate and gift tax considerations.  Prospective investors are therefore urged to 
consult their personal tax advisers regarding the impact of federal, state, local and foreign income and other taxes on 
an investment in the Company.  THE COMPANY AND MANAGER ASSUME NO RESPONSIBILITY FOR THE 
TAX CONSEQUENCES OF THIS TRANSACTION TO ANY INVESTOR. 
 
 The Company is not intended to be a so-called “tax shelter.”  No substantial tax benefits are expected to be 
derived from an investment in the Company, and, because net profit may be realized by the Company during a tax 
year without a distribution to the Members in that year, ownership of an interest in the Company may create taxable 
income in excess of distributions.  
 
Federal Income Tax Treatment as a Partnership 
 
 Applicable Regulations provide that a limited liability company such as the Company will be treated as a 
partnership for tax purposes unless the limited liability company elects to be treated as an association taxable as a 
corporation.  The Company has no intention of electing to be treated as corporation for tax purposes.   
 
 Accordingly, the Company will be treated as a partnership for United States federal income tax purposes, will 
file annual income tax information returns as a partnership and will not be subject as an entity to the payment of United 
States federal income tax.  Instead, each Member will receive an IRS Form 1065, Schedule K-1, detailing the 
Member’s allocable share of Company income, gain, loss, deduction or credit each year.  Each Member will be 
required to report, on the Member’s personal income tax returns, the Member’s allocable share of Company taxable 
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income and losses whether or not any cash actually has been distributed to the Member.  In the absence of distributions 
in an amount at least equal to the “pass-through” income tax liability arising in connection with an investment in the 
Company, the Members will have to use funds from other sources to meet the tax liability on any Company taxable 
income allocated to the Members.  Similarly, subject to various exceptions and limitations described below, each 
Member will be able to report its share of losses, if any, for federal income tax purposes even if the Member receives 
a cash distribution. 
 
Tax Basis in Preferred Units   
 
 Generally, the initial tax basis of any Preferred Member’s Preferred Units in the Company will equal the amount 
of money the Member pays for its Preferred Units plus the basis of any property contributed to the Company for those 
Preferred Units, less liabilities of the Preferred Member assumed by the Company, plus the Member’s share of the 
Company’s liabilities determined in accordance with Regulations under Code Section 752.  A Preferred Member’s 
basis in the Member’s Preferred Units will be reduced (but not below zero) by the Member’s share of Company 
distributions and losses and increased by the Member’s share of Company income and additional contributions to 
capital.  For this purpose, a reduction in a Member’s allocable share of Company debt under Code Section 752 is 
treated as a distribution of cash.  A Member may not deduct its share of Company losses to the extent that such losses 
exceed the Member’s adjusted basis in its Preferred Units in the Company.  Losses in excess of such adjusted basis 
may be carried over and used in later years to the extent basis is increased above zero in those later years. 
 
Income and Loss Allocations 
 
 For United States federal income tax purposes, each Member’s allocable share of income, gain, loss, deduction 
or credit will be determined by the Operating Agreement if the allocations to the Members thereunder have “substantial 
economic effect.”  If an allocation to a Member does not have substantial economic effect, such Member’s allocable 
share of income or losses for tax purposes will be determined in accordance with such Member’s “economic interest” 
in the Company, taking into account all facts and circumstances. 
 
 In general, applicable Regulations provide that an allocation will have “economic effect” if (a) capital accounts 
are maintained in accordance with the detailed requirements of the Regulations, (b) liquidation proceeds are, 
throughout the term of the Company,  to be distributed in accordance with the Members’ capital accounts, and (c) any 
Member with a deficit capital account following the distribution of liquidation proceeds is required to restore such 
deficit to the Company for payment to creditors or for distribution to Members with positive capital accounts.  An 
allocation may have “economic effect,” even in the absence of an obligation fully to restore deficit capital accounts 
upon the liquidation, if (a) the Operating Agreement contains a “qualified income offset” provision, and (b) the 
allocation does not cause or increase a deficit balance in a Member’s capital account (as specially adjusted for certain 
items, including reasonably anticipated future distributions), as of the end of the taxable year to which the allocation 
relates.   
 
 Even if the allocations meet the economic effect test, the Regulations provide that the economic effect of an 
allocation must also be “substantial” to be respected.  The economic effect will be treated as substantial if there is a 
reasonable possibility that the allocation will affect substantially the dollar amount to be received by the Members 
from the partnership, independent of tax consequences.  Substantial economic effect will be deemed not to exist if the 
present value of the after-tax economic consequences will benefit at least one Member without diminishing such value 
to any other Member.  Furthermore, if allocations are transitory or cause shifting tax consequences and there is a 
strong likelihood at the outset that the net effect of the allocations is to leave Members in substantially the same capital 
account position after all allocations as they would be but for those allocations, the allocations will be deemed not to 
have substantial economic effect.   
 
 The Manager believes, but can provide no assurance, that allocations of income and losses pursuant to the 
Operating Agreement will have substantial economic effect or will otherwise be respected as in accordance with the 
Members’ overall “economic interests” in the Company.   
 
Unrelated Business Taxable Income   
 
 IRAs, qualified retirement plans such as profit-sharing and 401(k) plans and other tax exempt entities are 
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subject to tax on their “unrelated business taxable income” (“UBTI”), as defined in Code Section 512.  The rate of 
such tax depends on the nature of the tax exempt entity.  Receipt of UBTI also has adverse federal income tax 
consequences for some other entities.  Charitable remainder trusts, for example, are subject to federal income tax on 
all of their taxable income as generally defined in any year in which they receive UBTI.  
 
 UBTI is defined as gross income from an unrelated trade or business, less allowed deductions, with certain 
statutory modifications.  The effect of those modifications, in general, is to exclude from UBTI most items of passive 
investment income except to the extent that the income-generating property is financed by debt. 
 
 For purposes of determining UBTI, if the Company’s activities constitute a “trade or business” rather than mere 
investment activity, a tax exempt Member will be considered to be engaged in the trade or business of the Company, 
which will be an “unrelated trade or business” with respect to the tax exempt Member.  The Company believes that 
its activities of purchasing the Property and developing the Granito Project will constitute an unrelated “trade or 
business” with the result that all or substantially all of the Company’s net income, if any, allocable to otherwise tax 
exempt Members will constitute UBTI.  Additionally, even if the Company were not deemed to be engaged in a “trade 
or business,” if the Company borrows funds to purchase the Property, the portion of the Company’s net income 
considered to be “debt-financed” will be UBTI in any event.  A tax exempt entity considering the purchase of a 
Preferred Unit in the Company should consult its tax adviser regarding the UBTI consequences of such an investment.     
 
Distributions   
 
 A Member will be taxed on the Member’s allocable share of the taxable income of the Company, whether or 
not any money or other property is distributed to the Member.  A distribution of money from the Company attributable 
to previously taxed income normally should not result in further taxable income to a Member.  Cash distributions are 
treated as a return of capital to the extent of the Member’s tax basis in its Preferred Units in the Company, and will 
not constitute taxable income to that extent.  A Member’s adjusted tax basis in its Preferred Units will be reduced by 
the amount of such distributions, and any amounts distributed in excess of the Member’s adjusted tax basis generally 
will be treated as gain from the sale or exchange of the Preferred Units.  For this purpose, cash distributions include 
reductions in a Member’s allocable share of Company liabilities under Code Section 752.  The taxation of such gain 
will be subject to the same kinds of considerations as are discussed under “Disposition of Preferred Units” below. 
 
 If the Company distributes an asset (other than marketable securities) in kind to a Member, generally no gain 
or loss will be recognized by the Member until such time as the Member sells the asset.  If the Member’s basis in its 
Preferred Units exceeds the Company’s basis in the asset distributed, the Member’s basis in that asset is the same as 
the Company’s basis.  If, however, the Member’s basis in its Preferred Units is less than the Company’s basis in the 
asset distributed, the Member’s basis in that asset is the amount of the Member’s basis in its Preferred Units, if any.  
The Member’s gain or loss on sale of such asset will be the difference between the amount realized on the sale and 
the Member’s basis in the asset as determined above.  The character of such gain (capital gain or ordinary income) 
will, in general, depend on the character of the asset in the hands of the Member.  For the purpose of determining 
whether a capital gain on a Member’s sale of such an asset may be treated as long-term capital gain, the Member 
normally may add the Company’s holding period to the Member’s holding period.   
 
Disposition of Preferred Units 
 
 In general, on a sale or other taxable disposition of Units in the Company, including a redemption, a Member 
will realize gain or loss equal to the difference between the amount realized on the disposition and the adjusted tax 
basis for the Member’s Units.  Generally, if the Preferred Units sold are a capital asset of a Member, the gain or loss 
resulting from the sale or other taxable disposition will be treated as long-term capital gain or loss, if the Preferred 
Units have been held for more than one year.  See “Capital Gains and Losses” below.  Notwithstanding the foregoing, 
gain from disposition of Preferred Units will be taxed in part as ordinary income to the extent of the selling Member’s 
allocable share of the Company’s assets described in Code Section 751 (“Section 751 Hot Assets”).  “Section 751 Hot 
Assets” include assets subject to depreciation recapture, unrealized receivables and inventory.  Therefore, if the real 
property of the Company is treated as inventory, some or all of the taxable gain on sale of the Preferred Units will be 
treated as ordinary income rather than capital gain.  
 
Dissolution and Liquidation of Company 
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 On dissolution of the Company, any remaining assets of the Company may be sold, which may result in the 
realization of taxable gain to the Members.  Distributions of cash or Company assets in complete liquidation of the 
Company will generally be treated first as a return of capital to the extent of the Member’s adjusted tax basis in its 
Preferred Units, and thereafter as taxable income, to the extent of the amount of cash and the current value of any 
assets distributed, valued as of the date of liquidation.  Generally, on liquidation or termination of the Company, 
income will be recognized by a Member only to the extent that cash (including reduction in Company debt treated as 
cash distributions under Code Section 752) distributed to the Member exceeds such Member’s adjusted basis in its 
Preferred Units at the time of distribution.   However, the non-proportionate distribution of substantially appreciated 
inventory or other Section 751 Hot Assets in-kind may trigger further gain (taxed as ordinary income) to Members 
receiving less than their pro-rata share of such assets. 
 
Capital Gains and Losses 
 
 Under the provisions of the Code currently in effect, a non-corporate Member’s “net capital gain” (including 
the Member’s allocable share of Company net capital gain and the Member’s gain on disposition of an interest in the 
Company) generally will be taxed at a maximum federal rate of 20%.   
 
 “Net capital gain” for this purpose is equal to the amount, if any, by which the taxpayer’s net long-term capital 
gain (aggregate gains with respect to capital assets held for more than one year in excess of aggregate losses from 
such assets) exceeds the taxpayer’s net short-term capital loss (aggregate losses with respect to capital assets held for 
one year or less in excess of aggregate gains from such assets).  Capital loss will be deductible by non-corporate 
Members only to the extent of capital gain for the taxable year plus up to $3,000 in ordinary income ($1,500 in the 
case of a married individual filing a separate return).  Net capital loss of non-corporate taxpayers in excess of the 
$3,000 (or $1,500) amounts that can be applied against ordinary income may be carried forward to subsequent taxable 
years until used in full. 
 
 For corporations, capital losses are allowed only to the extent of capital gain, and net capital gain is taxed at 
the same rate as ordinary income.  Corporations generally may carry capital loss back up to three years and forward 
up to five years. 
 
Unearned Income Medicare Contribution Tax 
 

In addition to regular federal income taxes, under the Code the “net investment income” of a Member that is 
an individual, estate or trust will be subject to a federal Medicare tax of 3.8% under certain circumstances.   “Net 
investment income,” reduced by certain deductions, includes gross income from interest, dividends, annuities, 
royalties, rents, net gain from the disposition of property (“Income Items”) and other gross income derived from a 
passive activity or a trade or business of trading in financial instruments or commodities (“Passive or Financial 
Business”).  Income Items are not considered net investment income to the extent attributable to a trade or business 
that is not a Passive or Financial Business.   

 
 We anticipate that all of the income generated by the Company will be “net investment income” in respect to 
the Preferred Unit holders, and to the extent a Preferred Unit Holder’s net investment income from all sources during 
a taxable year otherwise exceeds certain threshold amounts, that the income will be subject to the 3.8% additional 
Medicare rate. 
 
Tax Treatment of Company Income  
 
 Company rental income from operation of the Property and other ordinary income items will be taxed at the 
Member level at regular ordinary income tax rates applicable to the Members to whom such income items are 
allocated.  All or substantially all of the net taxable income of the Company from its operations is expected to be taxed 
at ordinary income tax rates. Depending on the length of time we hold the property and other factors, we may be 
treated as a dealer, in which case a gain from a disposition of the Property will also be taxed at ordinary income tax 
rates.   
 
Section 754 Election 
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 The Manager is authorized to determine whether or not to make an election under Code Section 754 to adjust 
the basis of Company assets on a transfer of Preferred Units in the Company.  The Manager will make such an election 
if it believes the election would benefit the Company generally.  The failure to make such an election will generally 
result in a transferee of Preferred Units recognizing more taxable income on the disposition of Company assets that 
appreciated prior to the transfer than if such election were to be made.  Hence, a transferee of Preferred Units may not 
pay as much for such Preferred Units as such transferee would pay if an election under Code Section 754 were to be 
made. 
 
Passive Activities 
 
 Generally under the Code, items of income, gain or loss from a trade or business of a limited liability company 
that are allocated to a particular member are deemed “passive” unless the member “materially participates” in the 
activities of the limited liability company.  “Passive losses” are deductible generally only to the extent of passive 
income, including passive income from unrelated activities.  Losses limited by the passive activity rule are suspended 
and carried forward and treated as losses from passive activities in succeeding years.  Suspended passive losses from 
an activity are allowed in full when the taxpayer disposes of its entire interest in the passive activity generating the 
losses.   
 
 As indicated above, the Company will likely be viewed as engaged in a “trade of business.”  The Company 
also anticipates that its Preferred Members will not be treated as “materially participating” in the management or other 
activities of the Company.  Therefore, most, if not all, of the items of taxable income, gain and loss of the Company 
allocable to the Preferred Members are expected to be passive income or losses.   Each investor should consult with 
its tax advisor regarding the effect of the passive loss rules on its investment in the Company and the requirements for 
and desirability of “material participation.   
 
At Risk Limitation on Deduction of Losses  
 
 A Member who is an individual or his or her closely-held corporation meeting certain tests will not be able to 
deduct currently his or her distributive share of Company tax losses, if any, for any year to the extent such losses 
exceed the amount such Member is deemed to be economically “at risk” with respect to the Company’s activities.  
Generally, a Member’s “at risk” amount will equal the Member’s tax basis in its Preferred Units in the Company 
calculated without regard to its share of Company debt.  Losses disallowed under the “ at risk” rules for one year may 
be carried forward and deducted to the extent the Member has a sufficient amount at risk with respect to the Company 
at the end of a subsequent  tax year. 
 
 The deductibility by the Members of losses, if any, of the Company also may be limited by the basis limitation, 
capital loss limitation and passive loss limitation rules described above.   
 
Returns and Tax Information 
 
 The Company will annually furnish to the Members sufficient information from its information return for the 
Members to prepare their own federal and state income tax returns and reports.  The Company’s information returns 
will be prepared by independent certified public accountants selected by the Manager.  
 
Audit of Tax Returns 
 
 The Manager understands that the IRS is paying increased attention to the proper application of the tax laws to 
limited liability companies.  While the Company was not formed to allow Members to avail themselves of losses or 
deductions it may generate, the IRS still may audit the Company’s information returns.  Any such audit may precipitate 
audits of the income tax returns of Members.  If the IRS successfully asserts a position to adjust any item of income, 
gain, deduction or loss reported on a Company information return, corresponding adjustments would be made to the 
income tax returns of Members.  Any such audit might also result in IRS adjustments to items of non-Company income 
or loss.  If a tax deficiency is determined, the taxpayer is liable for interest on such deficiency from the due date of the 
return and may be liable for penalties. 
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Procedures 
 
 The Code provides that the tax treatment of items of Company income, gain, loss, deduction and credit is to be 
determined at the Company level in a unified partnership proceeding rather than in separate proceedings with the 
Members.  Generally each Member will be required to treat Company items on the Member’s return consistently with 
the treatment given them by the Company.  The Code provides for the appointment of a “Tax Matters Partner,” which, 
in the case of the Company, is the Manager.  The Tax Matters Partner is treated by the IRS as a Company’s primary 
representative and has the power to bind the Company and its Members in certain circumstances.  While the Tax 
Matters Partner must keep each Member informed of all administrative and judicial proceedings, and while all 
Members are entitled to participate in administrative and judicial proceedings, the Tax Matters Partner generally has 
the authority to extend the statute of limitations for assessment of a deficiency with respect to Company tax items on 
behalf of all Members and has the authority to bind Members who are not “notice members” or members of a “notice 
group” to a settlement agreement, unless such Members file statements revoking such authority.  With respect to 
limited liability companies with fewer than 100 members, all Members are notice members.  Notice members are not 
bound by a settlement entered into by the Tax Matters Partner with the IRS.  As a practical matter, the Manager, as 
Tax Matters Partner, will exercise substantial control over the conduct and outcome of any audit proceeding involving 
the Company.  The expenses of any such audit proceeding, including a judicial proceeding, will be borne by the 
Company.  These expenses could be substantial, regardless of the outcome of the proceeding. 
 
Possible Legislative Tax Changes 
 
 The foregoing summary of United States federal income tax law reflects provisions of recent legislation.  
Because Regulations and other official interpretations have not been issued with respect to a number of such 
provisions, however, their meaning is uncertain.  In addition, legislation may at any time be proposed in Congress that 
might have a substantial and possibly adverse effect on Members.  Members should consult with their own 
professional advisers as to all current and possible future proposals with respect to federal, state and local tax 
legislation and the effect, if any, that such legislation may have on an investment in the Company. 
 
Consultation with Tax Advisers 
 
 The summary of United States federal income tax aspects of the Company set forth above is general in nature 
and is not intended to be a complete explanation of the United States federal income tax results of investing in the 
Company.  Each prospective Member should consult with his or her own tax adviser for detailed information. 
   
 

ERISA CONSIDERATIONS 
 

An investment of employee benefit plan assets in the Company may raise issues under ERISA, and the Code.  
Special investment considerations apply to employee benefit plans subject to ERISA and IRAs (“Qualified Plans”).  
In considering an investment in the Company, Qualified Plan fiduciaries should consider whether the investment is in 
accordance with the documents and instruments governing the plan, whether the investment satisfies the 
diversification requirements of ERISA, if applicable, whether the investment will result in unrelated business taxable 
income to the plan (see “CERTAIN UNITED STATES FEDERAL INCOME TAX CONSIDERATIONS--Unrelated 
Business Taxable Income”), and whether the investment provides sufficient liquidity and is otherwise prudent in view 
of the plan’s needs. 
 
 ERISA generally requires that the assets of Qualified Plans (other than IRAs) be held in trust and that a named 
fiduciary or a duly authorized investment Manager has exclusive authority and discretion to manage and control the 
assets of the plan.  ERISA imposes certain duties on persons who are fiduciaries of qualified plans, and ERISA and 
the Code prohibit certain direct or indirect transactions between a Qualified Plan and certain parties referred to as 
“parties in interest” or “disqualified persons” with respect to the plan.  Although ERISA generally does not apply to 
IRAs, prohibited transaction rules apply, and a prohibited transaction by an IRA could result in loss of tax deferral. 
 
 If an investment in the Company by a Qualified Plan were to be deemed an investment by the Qualified Plan 
in the underlying assets of the Company, the Manager would be deemed to be a manager of the Qualified Plan’s assets 
and hence a co-fiduciary with the Qualified Plan’s other fiduciaries.  As such, each would have a co-fiduciary’s 
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responsibility with respect to the acts of the others.  If the assets of the Company are deemed to be “plan assets” under 
ERISA for these purposes, the following consequences may occur:  (a) certain prudence and other investment 
standards under ERISA applicable to investments by Qualified Plans (other than IRAs) and their fiduciaries would 
extend to investments made by the Company, (b) certain transactions by the Company, the Manager or the members 
of the Manager might constitute “prohibited transactions” under ERISA and the Code, subject to a requirement that 
such transactions be rescinded and resulting in potential penalties or excise tax liability and other fiduciary liability of 
the Manager or its members, (c) financial information concerning the Company would be required to be reported by 
the Qualified Plans annually to the IRS, and (d) co-fiduciary responsibility would arise as between the fiduciaries of 
any Qualified Plan Member and the Manager, because the Manager would be deemed to be a plan fiduciary. 
  
 Under Department of Labor regulations, assets of an entity in which Qualified Plans hold equity interests will 
not be deemed assets of the Qualified Plans if participation in the entity by Qualified Plans is not “significant.”  
Participation is not “significant” if, immediately after the most recent acquisition of any equity interest in the entity, 
less than 25% of the value of each class of equity interests in the entity (not counting interests held by the Manager 
and its affiliates in the case of the company) is held by Qualified Plans (including IRAs) or other entities whose 
underlying assets include Qualified Plan assets by reason of a Qualified Plan’s investment in such entity.  The Manager 
intends to limit acquisition of Preferred Units by Qualified Plans (including IRAs) so that the 25% threshold will not 
be reached.  There can be no assurance, however, that the threshold will not be reached in the future. 
 
 The foregoing is intended as a general summary of special considerations for Qualified Plans investing in the 
Company.  Each Qualified Plan fiduciary should consult its own legal and tax advisers concerning the considerations 
discussed above before making an investment in the Company. 
 

  
CERTAIN FINANCIAL INFORMATION AND PROJECTIONS 

 
 We were organized in May 2017 and have not yet commenced operations other than project due diligence 
and other pre-development work. Other than as required by the terms of the Operating Agreement or applicable law, 
we do not intend to distribute financial information to the Members.   

 
A summary of the construction budget, projected revenues, expenses, distributions and returns of the 

Company is set forth on Exhibit A attached hereto.  THE PROJECTIONS SET FORTH ON EXHIBIT A 
REFLECT THE COMPANY’S ESTIMATES, BASED ON CIRCUMSTANCES AND EVENTS THAT HAVE 
NOT YET OCCURRED, AND THAT MAY NOT OCCUR OR MAY OCCUR WITH DIFFERENT RESULTS 
THAN THOSE CURRENTLY ANTICIPATED BY THE COMPANY.  ACTUAL RESULTS WILL VARY 
AND MAY VARY MATERIALLY FROM THE FOLLOWING PROJECTIONS.  

 
 All projections were made based on certain assumptions as outlined in the investment pro forma attached 
hereto as part of Exhibit A.  Although the Manager believes these assumptions to be reasonable, actual results will 
differ from the Manager’s assumptions and related projections and may differ materially.  A prospective investor, 
together with his or her financial and legal advisers, should independently evaluate the reasonableness of any 
assumptions or projections and should not place undue or significant weight on any projections by the Manager or 
any other persons.   
 
 

OTHER PROVISIONS 
 

Additional Information.  Subject to restrictions designed to protect our proprietary information, we will 
furnish any qualified prospective purchaser with additional information such prospective purchaser desires which is 
not set forth herein and provide an opportunity for inquiry concerning the terms and conditions of this Offering. 
 

Except as otherwise indicated, information appearing in this Memorandum is as of the date appearing 
on the cover page hereof, and neither the delivery hereof nor the purchase of any number of Preferred Units 
shall create an implication that the affairs of the Company have continued without change since that date. 
 

Copies of all documents described or referred to herein are available for inspection and duplication at the 
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offices of the Company located at 600 West Broadway, Suite 1420, San Diego, California 92101.  
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EXHIBIT A 
 

Development Overview and Projections 
 

THE PROJECTIONS SET FORTH ON THE FOLLOWING PAGES OF EXHIBIT A REFLECT THE 
COMPANY’S ESTIMATES, BASED ON CIRCUMSTANCES AND EVENTS THAT HAVE NOT YET 
OCCURRED, AND THAT MAY NOT OCCUR OR MAY OCCUR WITH DIFFERENT RESULTS THAN THOSE 
CURRENTLY ANTICIPATED BY THE COMPANY.  ACTUAL RESULTS WILL VARY AND MAY VARY 
MATERIALLY FROM THE FOLLOWING PROJECTIONS.  

 
 Although the Manager believes these assumptions to be reasonable, actual results will differ from the Manager’s 
assumptions and related projections and may differ materially.  A prospective investor, together with his or her financial and 
legal advisers, should independently evaluate the reasonableness of any assumptions or projections and should not place undue 
or significant weight on any projections by the Manager or any other persons. 
 
Please See Use of Proceeds Section of the Memorandum for Construction Budget Along With the Project Pro Forma 
Contained in the Related Investment Summary 
 

 



 

EXHIBIT B  
 

Operating Agreement 
 

[see attached] 
 



 
 

EXHIBIT C 
 

Subscription Agreement 
(with purchaser questionnaire) 

 
[See attached] 



 

EXHIBIT D 
 

Substitute Form W-9 
 

[See attached] 
 
 



 

Substitute 
Form W-9 Request for Taxpayer 

Identification Number and Certification 

Give form to the 
requester. Do 
not 
send to the IRS. 

 

Pl
ea

se
 p

ri
nt

 o
r 

ty
pe

 

Name (See Specific Instructions) 
 
Business name, if different from above. (See Specific Instructions) 
      
Check 
appropriate 
box: 

 Individual/Sole 
P i  

 Corporation  Partnership  
O h  

       
 

Exempt from 
backup 
withholding    

Address (number, street, and apt. or suite no.)  
       
City, state, and ZIP code 
                   

Part I Taxpayer Identification Number (TIN) 

Enter your TIN in the appropriate box.  For individuals, this is your social security number 
(SSN). 
However, for a resident alien, or disregarded entity, see the Specific Instructions.   
For other entities, it is your employer identification number (EIN).  If you do not have a 
number, see How to get a TIN on page 2. 
Note:  If the account is in more than one name, see the chart on page 2 for guidelines on 
whose number to enter. 

 
                     

or 

  
 

                  
 

Part II Certification 

Under penalties of perjury, I certify that: 
1. The number shown on this form is my correct taxpayer identification number (or I am waiting for a number to be issued to 

me), and 
2. I am not subject to backup withholding because: (a) I am exempt from backup withholding, or (b) I have not been notified by 

the Internal Revenue Service (IRS) that I am subject to backup withholding as a result of a failure to report all interest or 
dividends, or (c) the IRS has notified me that I am no longer subject to backup withholding, and 

3. I am a U.S. person (including a U.S. resident alien). 
Certification instructions.  You must cross out item 2 above if you have been notified by the IRS that you are currently subject 
to backup withholding because you have failed to report all interest and dividends on your tax return, unless the IRS has 
subsequently notified you that you are not subject to backup withholding. 

Sign Here 
Signature of 
U.S. person ► Date ►         

  

 
 



 

Specific Instructions 
Name 
If you are an individual, you must generally enter the name shown 
on your income tax return. However, if you have changed your 
last name, for instance, due to marriage without informing the 
Social Security Administration of the name change, enter your 
first name, the last name shown on your social security card, and 
your new last name. 
   If the account is in joint names, list first, and then circle the 
name of the person or entity whose number you enter in Part I of 
the form. 

Sole proprietor. Enter your individual name as shown on your 
social security card on the “Name” line. You may enter your 
business, trade, or “doing business as (DBA)” name on the 
“Business name” line. 
Limited liability company (LLC). If you are a single-member 
LLC (including a foreign LLC with a domestic owner) that is 
disregarded as an entity separate from its owner under Treasury 
regulations section 301.7701-3, enter the owner’s name on the 
“Name” line. Enter the LLC’s name on the “Business name” line. 
Check the appropriate box for your filing status (individual, 
corporation, etc.), then check the box for “other” and enter “LLC” 
in the space provided. 
Other entities. Enter your business name as shown on required 
Federal tax documents on the “Name” line. This name should 
match the name shown on the charter or other legal document 
creating the entity. You may enter any business, trade, or DBA 
name on the “Business name” line. 
Note: You are requested to check the appropriate box for your 
status (individual/sole proprietor, corporation, etc.). 

Exempt from backup withholding 
If you are exempt, enter your name as described above and check 
the appropriate box for your status, then check the “Exempt from 
backup withholding” box in the line following the business name, 
sign and date the form. 
   Generally, individuals (including sole proprietors) are not 
exempt from backup withholding. Corporations are exempt from 
backup withholding for certain payments, such as interest and 
dividends. 

Note: If you are exempt from backup withholding, you 
should still complete this form to avoid possible erroneous 
backup withholding. 
Exempt payees. Backup withholding is not required on 
any payments made to the following payees: 

1. An organization exempt from tax under section 
501(a), any IRA, or a custodial account under section 
403(b)(7) if the account satisfies the requirements of 
section 401(f)(2); 
2. The Preferred United States or any of its agencies or 
instrumentalities; 
3. A state, the District of Columbia, a possession of the 
Preferred United States, or any of their political 
subdivisions or instrumentalities. 
4. A foreign government or any of its political 
subdivisions, agencies, or instrumentalities; or 
5. An international organization or any of its agencies or 
instrumentalities. 

Other payees that may be exempt from backup withholding 
include: 

6. A corporation; 
7. A foreign central bank of issue; 
8. A dealer in securities or commodities required to 
register in the United States, the District of Columbia, or a 
possession of the United States; 
9. A futures commission merchant registered with the 
Commodity Futures Trading Commission; 
10. A real estate investment trust; 
11. An entity registered at all times during the tax year 
under the Investment Company Act of 1940; 
12. A common trust fund operated by a bank under 
section 584(a); 
13. A financial institution; or 
14. A person registered under the Investment Advisers 
Act of 1940 who regularly acts as a broker 

 

 
 

Part I. Taxpayer Identification Number (TIN) 

Enter your TIN in the appropriate box. If you are a 
resident alien and you do not have and are not eligible to 
get an SSN, your TIN is your IRS individual taxpayer 
identification number (ITIN). Enter it in the social security 
number box. 
 
If you do not have an ITIN, see How to get a TIN below. 
   If you are a sole proprietor and you have an EIN, you 
may enter either your SSN or EIN. However, the IRS 
prefers that you use your SSN. 
   If you are a single-owner LLC that is disregarded as an 

Part II. Certification 
 
To establish to the withholding agent that you are a U.S. 
person, or resident alien, you must sign the Substitute 
Form W-9. 

   For a joint account, only the person whose TIN is shown 
in Part I should sign. 

What Name and Number To Give the Requester 
For this type of account: Give name and SSN of: 
1. Individual The individual 
2. Two or more individuals (joint account) The 



 

entity separate from its owner (see Limited liability 
company (LLC) on page 2), enter your SSN (or EIN, if 
you have one). If the LLC is a corporation, partnership, etc., 
enter the entity’s EIN. 
Note: See the chart on this page for further clarification of 
name and TIN combinations. 
How to get a TIN. If you do not have a TIN, apply for one 
immediately. To apply for an SSN, get Form SS-5, 
Application for a Social Security Card, from your local 
Social Security Administration office or get this form 
online at www.ssa.gov/online/ss5.html. You may also get 
this form by calling 1-800-772-1213. Use Form W-7, 
Application for IRS Individual Taxpayer Identification 
Number, to apply for an ITIN or Form SS-4, Application 
for Employer Identification Number, to apply for an EIN. 
You can get Forms W-7 and SS-4 from the IRS by calling 
1-800-TAX-FORM (1-800-829-3676) or from the IRS Web 
Site at www.irs.gov. 
   If you are asked to complete Form W-9 but do not have a 
TIN, write “Applied For” in the space for the TIN, sign and 
date the form, and give it to the requester. For interest and 
dividend payments, and certain payments made with 
respect to readily tradable instruments, generally you will 
have 60 days to get a TIN and give it to the requester before 
you are subject to backup withholding on payments. The 
60-day rule does not apply to other types of payments. You 
will be subject to backup withholding on all such payments 
until you provide your TIN to the requester. 
 
Note: Writing “Applied For” means that you have already 
applied for a TIN or that you intend to apply for one soon. 
Caution: A disregarded domestic entity that has a foreign 
owner must use the appropriate Form W-8 

actual owner of the account or, if combined funds, the 
first individual on the account 1 
3. Custodian account of a minor (Uniform Gift to 
Minors Act) The Minor 2 
4. a. The usual revocable savings trust (grantor is also 
trustee) The grantor-trustee 1 
 b. So-called trust account that is not a legal or valid 
trust under state law The actual owner 1 
5. Sole proprietorship or 
single-owner LLC The owner 3 
For this type of account: Give name and EIN of: 
6. Sole Proprietorship or 
single-owner LLC The owner 3 
7. A valid trust, estate, or pension trust Legal entity 4 
8. Corporate or LLC electing corporate status on Form 
8832 The corporation 
9. Association, club, religious, charitable, educational, 
or other tax-exempt organization The organization 
10. Partnership or multi-member LLC The 
partnership 
11. A broker or registered nominee The broker or 
nominee 
1 List first and circle the name of the person whose 
number you furnish. If only one person on a joint account 
has an SSN, that person’s number must be furnished. 

2 Circle the minor’s name and furnish the minor’s SSN. 
3 You must show your individual name, but you may 
also enter your business or “DBA” name. You may use 
either your SSN or your EIN (if you have one). 
4 List first and circle the name of the legal trust, estate, or 
pension trust. (Do not furnish the TIN of the personal 
representative or trustee unless the legal entity itself is not 
designated in the account title.) 

Note: If no name is circled when more than one name is 
listed, the number will be considered to be that of the first 
name listed. 
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