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PGP	Oakmont	Apartments,	LLC	
Sponsored	by	Prudent	Growth	Partners,	LLC			:			March,	2016	

	
	

	
 

 

DISCLAIMER:  By accepting and reviewing this Offering Memorandum (the “Memorandum”), you acknowledge your agreement with and 
understanding of the legal notices and terms of use which are contained herein, including, but not limited to, those contained in the “Important 
Disclaimers” section set forth hereinbelow.  If for any reason you do not agree to receive and abide by all these legal notices and terms of use, 
please do not use this Memorandum. 

Prudent Growth Partners, LLC, a North Carolina limited liability company (“PGP” or the “Sponsor”), is offering certain qualified investors who meet the 
minimum suitability requirements (the “Investors” or “Members”) the opportunity to purchase an investment in the form of units of ownership interest 
(the “Units”) in PGP Oakmont Apartments, LLC (the “Company”), a North Carolina limited liability company which will purchase and own an existing 
apartment complex  located at 1502-1520 Sherwood Drive, Reidsville, NC (the “Property”). 
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Important Disclaimers 

Prudent	Growth	Partners,	LLC	(“PGP”)	is	not	utilizing	this	Memorandum	to	provide	investment	or	other	advice,	and	nothing	in	this	Memorandum	is	to	be	deemed	a	recommendation	that	you	buy,	
sell	or	hold	any	security	or	other	investment	or	that	you	pursue	any	investment	style	or	strategy.		If	you	would	like	investment,	accounting,	tax	or	legal	advice,	you	should	consult	with	your	own	
advisors	with	respect	to	your	individual	circumstances	and	needs.	

PGP	has	compiled	this	Memorandum	in	good	faith	and	while	PGP	has	used	reasonable	efforts	to	include	accurate	and	up-to-date	information	in	this	Memorandum,	this	Memorandum	is	provided	on	
an	"as	is"	basis	with	no	warranties	of	any	kind.		PGP	does	not	warrant	that	the	information	in	this	Memorandum	is	accurate,	reliable,	up-to-date	or	correct.		Your	use	of	this	Memorandum	and	your	
use	or	reliance	upon	any	of	the	materials	in	this	Memorandum	is	solely	at	your	own	risk.	

The	investment	discussed	in	this	Memorandum	will	be	offered	in	North	Carolina	and	such	other	states	as	may	be	determined	by	the	Manager	from	time	to	time	in	compliance	with	applicable	state	
securities	laws	and	pursuant	to	Rule	506(b)	of	Regulation	D	as	promulgated	under	Section	4(2)	of	the	Securities	Act	to	a	limited	number	of	prospective	Investors	who	qualify	as	accredited	investors,	
with	each	of	such	offerees,	to	the	extent	required	by	applicable	law,	possessing	a	level	of	expertise,	knowledge	and	sophistication	in	matters	such	as	those	described	herein	so	as	to	make	intelligently	
and	knowingly	a	proper	economic	decision	relative	to	the	investment	discussed	in	this	Memorandum.		Because	the	investment	is	being	sold	only	to	accredited	investors,	this	Memorandum	
concerning	the	investment	does	not	contain	all	information	that	would	be	required	to	be	disclosed	under	the	Securities	Act	if	the	investment	was	being	made	to	persons	other	than	accredited	
investors.	

Receipt	of	this	Memorandum	constitutes	an	agreement	by	the	recipient	and	each	of	its	representatives	to	maintain	the	confidentiality	of	all	information	contained	herein	(including	all	information	
and	results,	all	financial	statements	or	projections,	any	exhibits,	and	all	other	information	provided	or	contained	in	this	Memorandum)	and	in	any	materials	provided	in	connection	with	this	offering.		
Reproduction	of	this	Memorandum	or	other	offering	materials	is	strictly	prohibited	without	the	express	prior	written	permission	of	PGP.		Notwithstanding	the	foregoing,	potential	Investors	receiving	
this	Memorandum	(and	each	of	their	representatives)	may	disclose	to	their	tax	preparers	and	tax	advisors	the	tax	treatment	and	tax	structure	of	the	investment	described	in	this	Memorandum	and	
all	materials	of	any	kind	that	are	provided	to	the	potential	Investors	relating	to	such	tax	treatment	and	tax	structure.		Potential	Investors	receiving	this	Memorandum	(and	each	of	their	
representatives)	may	also	disclose	the	contents	of	this	Memorandum	to	their	attorneys,	accountants,	and	financial	advisors	to	the	extent	reasonably	necessary	for	such	potential	Investor	to	evaluate	
the	investment	discussed	in	this	Memorandum	as	long	as	such	Investor’s	attorneys,	accountants,	and	financial	advisors	acknowledge	the	confidentiality	of	this	Memorandum	and	its	contents	and	
agree	to	keep	the	same	confidential.	

The	information	contained	in	this	Memorandum,	and	each	of	the	documents	comprising	the	Subscription	Documents,	is	accurate	only	as	of	the	dates	respectively	first	set	forth	herein	and	therein,	
regardless	of	the	time	of	delivery	of	this	Memorandum	or	of	any	sale	of	any	Units	in	the	Company	discussed	herein.		The	Company’s	business,	financial	condition,	results	of	operations,	and	prospects	
may	have	changed	since	the	date	of	this	Memorandum.		This	Memorandum	is	summary	in	nature	and	should	only	be	read	in	conjunction	with	the	Subscription	Documents.		Neither	the	delivery	of	
this	Memorandum	nor	any	sale	made	in	connection	with	the	investment	in	the	Company	discussed	herein	shall,	under	any	circumstances,	create	any	implication	that	there	has	been	no	change	in	the	
affairs	of	the	Company	after	the	date	hereof.		No	person	should	purchase	a	Unit	in	the	Company	discussed	herein	without	having	carefully	reviewed	this	Memorandum,	any	amendments	or	
supplements	hereto,	the	Subscription	Agreement,	and	all	other	Subscription	Documents.	

The	Company	obtained	the	industry,	market,	and	competitive	position	data	used	throughout	this	Memorandum	from	its	research,	studies	conducted	by	third	parties,	independent	industry	
associations	or	general	publications	and	other	publicly	available	information.		The	Company	and	the	PGP	make	no	representations	or	warranties	about	the	accuracy	of	any	of	this	information	or	data	
or	the	conclusions	reached	in	these	third	party	studies.		Industry	experts	may	disagree	with	these	assumptions	and	with	the	Company’s	and	PGP’s	view	of	the	market	and	the	prospects	for	the	
Property	and	the	Company.		Investors	may	wish	to	conduct	a	separate	investigation	of	the	Company’s	industry	or	the	specific	market	and	prospects	for	the	Property	to	obtain	broader	insight	in	
assessing	the	Company’s	prospects.	

In	making	an	investment	decision,	Investors	must	rely	on	their	own	examination	of	the	Company	and	the	terms	of	the	offering	discussed	in	this	Memorandum,	including	the	merits	and	risks	involved.		
An	investment	in	the	Company	involves	special	considerations,	and	Investors	should	carefully	review	all	of	the	information	contained	in	this	Memorandum.		While	this	Memorandum	summarizes	
certain	material	documents	relating	to	the	Company	and	the	offering	discussed	herein,	such	summaries	do	not	purport	to	be	complete.		Accordingly,	reference	should	be	made	to	the	Company’s	
Operating	Agreement,	the	other	Subscription	Documents,	and	all	supporting	documents	and	other	information	furnished	in	connection	with	this	offering	for	complete	information	concerning	the	
rights	and	obligations	of	Investors	in	this	offering.		The	information	contained	in	this	Memorandum	supersedes	any	other	oral	or	written	information	previously	provided	in	connection	with	the	
offering	discussed	herein.		No	person	has	been	authorized	to	give	any	information	or	to	make	any	representation	on	behalf	of	the	Company	or	PGP	related	to	the	offering	other	than	as	set	forth	in	
this	Memorandum,	and	no	such	information	or	representation	should	be	relied	upon.		See	Risk	Factors.	
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Summary of Deal Financials: 

Projected Purchase Price:       $2,325,000 
Price Per Unit:         $48,438 
Gross Rental Income, Year 1:       $334,080 
Effective Gross Rental Income (after vacancies), Year 1:   $299,331 
Net Operating Income, Year 1:        $207,614 
Investor Net Cash Flow, after debt service and fees:   $86,116 
Total Equity Raise (includes reserves and closing costs):   $725,000       
Preferred Investor Return:       8.00% 
Year 1 Projected Investor Cash-on-Cash Return (net of fees):  11.88% 
Cap Rate at Purchase:         7.75% 
 
 
 
Summary of cash-on-cash Investor returns: 
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Investment Highlights 
1. Well maintained mature complex of 8 buildings, totaling 48 units.  All identical 2 bedroom, 1.5 bath units, 980 square 

feet.  All units have their own balconies, as well as large walk in storage rooms adjacent to each front door. 
2. Established landscaping, excellent location near Reidsville schools, shopping and restaurants, and only 25 minutes 

from Greensboro. 
3. Excellent long-term manager already in place: has overseen all aspects of the property, including leasing, 

maintenance and improvements.  However, more needs to be done to utilize “best practices” for increased fee 
revenue and online tenant billing (including ACH and credit card payments. 

4. Strong historical occupancy, consistently better than 94%.  Frequently more than one applicant for vacant units, 
which enables the manager to be selective in order to maintain a quiet, congenial atmosphere. 

5. Many long term tenants, many over 55 years old, lower than average turnover. 
6. Purchase price of $48,438 is favorable compared to other recent transactions in the greater Triad area, and below 

replacement cost. 
7. The current asking price for new leases is $575 per month (too low given the demand), with no additional fee income, 

which provides a substantial amount of upside. 

Strategy 

The property – “as is” – is already generating reliable, positive, cash flow.  It has many long-term tenants who like the quiet, 
park-like setting.  However, there is an opportunity to enhance and add value to the complex, which will result in higher 
operating cash flow.  Because the property is already in such an excellent financial position, the strategy below can be 
modified, delayed or accelerated based on feedback from tenants, the competitive landscape, and other factors, but we 
plan on taking the following actions: 

1. Convert half of the units as they become available into “premium units”, with nicer appliances, flooring, and fixtures.  
The estimated cost is $3,750 per unit above usual turnover costs.  These units will be marketed for $650.  It will take 2 to 
3 years to accomplish this while we wait for certain units to turnover.  We will target four actual buildings (one-half of 
the site plan) to be the “premium buildings”, rather than have them scattered throughout the complex. 

a. Total renovation cost will be 24 x $3,750 = $90,000.   
b. The added cash flow (above existing) will be 24 x $75 = $1,800 per month, or $21,600 per year.   
c. The value added to the LLC, based on a 7.50 cap rate, will be $288,000. 
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2. Transition those tenants who are on month-to-month leases over to new one-year leases at a rate of $575 to $585 per 

month.  Many of these tenants are only paying $545 to $565 per month, so the new rent will be, on average, $25 per 
month higher.  Anticipate very little vacancy as a result of such a small increase.  A portion of this plan has already 
begun with little impact on occupancy. 

a. The added cash flow will be approximately 20 x $25 = $500 per month, or $6,000 per year. 
b. The value added to the LLC, based on a 7.50 cap rate, will be $80,000. 

 
3. Begin marketing “basic units” at a rental rate of $595, which should be acheivable given the demand and low 

vacancy that currently exists.  This will provide higher rental income from newer tenants, while also allowing the long 
term tenants to enjoy a “discount” to market. 
 

4. Implement a more aggressive – but industry standard – fee program for new leases.  A successful fee program could 
add an additional cash flow of $5,000 or more, and may include: 

a. Small pet rental fee of $5.00 to $10.00 per month – currently there is no recurring pet rental fee. 
b. Negotiate a cable plan from Time Warner (process already begun) that saves approximately $20 per month on 

basic cable services for each unit.  A “basic cable fee” of $37.95 would be billed to each tenant, which saves 
them money and creates additional monthly fee income of $10 per unit.  Tenants would still have the option to 
add premium channels, etc., and all billing is still done directly by Time Warner for those services. 

c. Extermination fee of $10 per quarter to cover all basic exterminator costs.  Currently this is offered for no charge. 
d. HVAC filter replacement fee of $10 per quarter to cover materials and labor for filter replacements.  Currently 

this is offered for no charge. 

In order to properly adminster these fees, a third-party tenant billing service, such as PayLease, will be utilized.  This will 
also enable tenants to conveniently have their rent drafted from their checking account via ACH, or pay with a 
money-order or credit card.   

In an effort to be conservatively project the financial results of this fee plan, the assumption is made that it may take a 
full 4 years to reach the additional income potential of $5,000 annually.  Adjustments will be made as the plan is 
implemented based on tenant feedback, competitive feedback, vacancy impact, etc. 
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Property Improvements and Repair Planning 

1. New roofs projected in year 3 for half the complex – there is a bid for about $45,000 to do a complete re-roofing of 4 
buildings with 25-year architectural shingles.  Second half of the complex projected in year 7 for an additional 
$45,000. 

2. Asphalt repair, resealing and restriping of both parking lots in year 2 – cost will be approximately $25,000 based on 
recent work done. 

3. Remodeling strategy to be done in stages, with a cost assumed for $45,000 in year 1 and another $45,000 in year 2.   
4. Projected replacement of HVAC units, averaging 4 per year, cost of $10,000 annually (replacing as needed). 
5. Total planned spending in the first 7 years, therefore, is $275,000, of which $175,000 will be raised at closing, and the 

remainder will be accrued for as part of the maintenance reserve account.  

There may be additional spending required, or the timing may differ based on factors beyond our control, which could 
result in less spending (the roofs may hold up longer than planned), or more spending in a given year (we may do the 
complex all at once, for example, in year 4 or 5), but the schedule laid out above is a reasonable time table for planning 
purposes. 

A summary of the reserve fund balance and projected spending is displayed below: 

 
 

Summary:  The targeted effective rental income – which is gross rents and fees, less vacancy and turnover factors – should 
increase by year 5 to $350,000 from the current $299,000.  The Net Operating Income in year 5 is projected to be $250,000, 
up from $205,000 in year 1.   

Given the improved condition of the property (new roofs, new “premium units” in place, recent parking lot 
repair/improvements, new HVACs units in nearly all units, etc), we believe that a 7.50 cap rate is a conservate assumption 
for valuation purposes.  The value of the property in year 5, therefore, is projected to be $3,350,000, with a loan value of 
$1,735,000, resulting in an equity value of $1,615,000. This will be an increase of 110% over the initial equity raised. 
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Financial Projections 
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Property	Specifics	
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Area Information 
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Study ranks 10 ‘best cities’ in North Carolina; two local cities make the list 

Picking the right spot to settle down is no easy decision. Living near a major metropolitan area such as Raleigh-Durham 
offers a broader range of options when it comes to jobs, schools and homes but it also means a higher cost of living. Smaller 
towns, on the other hand, offer the southern hospitality you’re looking for at an affordable price. We’ve put together a list of 
cities that offer the best of both worlds when it comes to work and play. 

Here’s the list of the top 10 cities in North Carolina: 

10. REIDSVILLE 

“A 30-minute drive from Greensboro, Reidsville is one of the smaller cities on our list, with a population of just over 14,000. 
Nestled in the heart of Rockingham County, this small rural town still packs a big punch in terms of its rich history and unique 
attractions. Walking tours are one of the most popular ways to experience everything the city has to offer, and a relatively 
low crime rate means you’ll be safe when you’re out and about.” 

• Odds of Being a Victim of a Violent Crime: 1 in 276  

• Commute Time: 21.6 minutes 

• Income: $34,700 

• Residents Who Attended Some College, No Degree: 25%  

• Restaurants: 1 per 287 inhabitants 

Did You Know: Williamsburg School, considered the first public school in North Carolina, was established just outside 
Reidsville in 1840. 

http://myfox8.com/2014/06/03/study-ranks-10-best-cities-in-north-carolina-two-local-cities-make-the-list/   
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Why Greensboro's Urban Loop will change everything 

But during the next seven years, Greensboro officials expect developers to start moving forward on their plans as important 
work along the northern and eastern sections of the loop wraps up by 2022. Once built out, the remaining loop sections and 
their interchanges will significantly change the way businesses and drivers move around the city. More specifically, they will 
further ease congestion particularly around the northeast section of the city, open up massive chunks of land for 
development and provide an easier route for those traveling from Rockingham County and other northern points to 
Piedmont Triad International Airport…. 

All of this work bodes particularly well for Greensboro at a time when transportation dollars remain scarce. While state 
officials mull options for raising millions of dollars worth of funding, "all indications are that the loop will be fully funded and 
complete by 2022," Fischer said…. 

That 1.8-mile section becomes particularly significant once it connects to a 5.3 mile-section running from Lawndale Drive to 
U.S. 29 that is slated for construction to begin in summer 2018, with completion in fall 2022. That's because it will help drivers 
traveling from Rockingham County and other points north who are headed to Guilford County and the airport area for 
work, he said. 

Kevin Baker, executive director of PTI, concurred. He said the partially completed interchange of the loop with Bryan 
Boulevard near PTI has already benefitted travelers coming from areas of the Triad including Winston-Salem. And once the 
entire loop section running from U.S. 29 over to the airport is complete, it will vastly improve access for those headed to PTI. 

"It's probably going to shave 20 minutes off their drive time at least," Baker said. 

http://www.bizjournals.com/triad/print-edition/2015/03/06/why-greensboros-urban-loop-will-change-everything.html  
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Greensboro	one	of	the	‘Fastest-Growing	Cities’	according	to	Forbes	
Greensboro ranks among the fastest growing U.S. cities since the recession, according to a list compiled by Forbes. 

The ranking, based on percentage growth in population from 2007-2012, puts Greensboro at No. 9. 

Three other North Carolina cities were also ranked on the list, with Raleigh at No. 12, Durham at No. 14 and Charlotte at No. 
4. 

According to Forbes, the fastest growth was observed in “lower-density, job-creating cities” and in “less dense areas of 
major metropolitan areas particularly where single-family houses, good schools and jobs are plentiful.” 

The list, compiled by demographer Wendell Cox, considers 111 U.S. metro areas with more than 200,000 residents. 

http://myfox8.com/2013/06/28/greensboro-one-of-the-fastest-growing-cities-according-to-forbes/  

	

Welcome	to	the	Steven	Tanger	Center	for	the	Performing	Arts	

	

The	Steven	Tanger	Center	for	the	Performing	Arts	will	be	a	3,000-seat	
facility	—	with	a	facade	of	limestone	and	glass	—	and	feature	a	grand	
lobby,	a	rooftop	terrace	that	will	overlook	the	new	LeBauer	Park,	
unparalleled	sight	lines	of	the	stage	and	a	sound	system	designed	to	
accommodate	a	vast	range	of	performing	arts	productions.	Nationally	
renowned	architects	who	specialize	in	these	facilities	have	just	
completed	the	designs	for	the	exterior	and	lobby	and	are	putting	the	
finishing	touches	on	the	design	of	other	areas	in	the	building,	including	
the	auditorium.	The	plans	are	the	direct	result,	in	large	part,	of	input	
received	in	2012	from	the	community.	look	forward	to	making	these	
designs	public	later	this	fall.	In	addition	to	important	public	input,	an	
unprecedented	$35	million	has	been	raised	so	far	in	private	support	for	
the	project	–	the	most	money	ever	raised	from	private	hands	for	a	single	
project	in	Greensboro’s	history.	
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Always a good sign when the local grocery store invests money in its location: 
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Rent Comparables 
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There are very few similar complexes in Reidsville that are not subsidized housing in some manner.  There is a growing 
demand for clean, quiet, well maintained market-rate properties like Oakmont, which we believe will benefit the property 
both now and in the future. 

The following pages contain a sampling of a few apartment in the the area.  Oakmont’s current asking rent of $575 per unit 
is definitely below the market rate, particularly given Oakmont’s size, separate storage closet, and excellent reputation. 

Another important data point is from the HUD’s Fair Market Rent guidelines for Rockingham County.  These are 
independently set each year and are meant to be a survey of average market rental rates for the area. 

The FMR for two-bedroom apartments is over 10% higher than the current rate at Oakmont Apartments. 
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Rent Comparable 1:  Sherwood Forest Apartments, located immediately next door.  Similar number of units, but not as nicely 
maintained.  Older wooden steps/landings, parking lot very worn, interiors more dated, smaller balconies (many with wood 
in need of replacement), no separate storage closet feature. 

Asking price is $550 to $575 depending on the unit, 100% occupied as of March 2016: 
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Rent Comparable 2:  Canterbury Place Apartments.  Newer appearance, but not as well maintained as these images 
would suggest.  Section-8 is accepted, so many subsidized renters, which means a less-desirable tenant mix. The two 
bedroom units are smaller, with only one bath and also without the separate storage closet feature. 

Asking price is based on income, and it averages $550 to $600 for a 2 bedroom unit. 
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Rent Comparable 3:  Woodbury Heights .  Newer construction, and there is a pool and fitness complex. However, frequent 
complaints of noise, poor construction (thin walls), and constant turnover has actually led to tenants moving from 
Woodbury Heights to Oakmont in the past.  Given the fact that many of Oakmont’s tenants are over 55, while many of 
Woodbury Heights tenants are younger, the competition with Oakmont is limited.   

The asking rent for a 2 bedroom, 2 bath is $640.  The occupancy is currently 97% with very little downtime between tenants.   
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Offering	and	LLC	Summary	
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Offering	and	LLC	Summary:	

Prudent	Growth	Partners,	LLC,	a	North	Carolina	limited	liability	company	(“PGP”)	is	offering	certain	qualified	Investors	who	meet	the	minimum	
suitability	requirements	(the	“Investors”	or	“Members”)	the	opportunity	to	purchase	an	investment	in	the	form	of	a	unit	of	ownership	interest	(the	
“Unit”)	in	PGP	Oakmont	Apartments,	LLC	(the	“Company”),	which	will	own	the	Oakmont	Apartment	complex	located	at	1502-1520	Sherwood	Drive,	
Reidsville,	NC	(the	“Property”).	

The	Company	believes	that	the	Units	offer	Investors	the	opportunity	to	participate	in	the	acquisition	of	the	Property	at	a	favorable	price,	which	will	
provide	the	Investors	with	an	attractive	cash-on-cash	return	in	the	short	term.		Longer	term	gains	are	possible	with	experienced	management,	
appropriate	financial	leverage,	and	a	strategic	view	towards	an	exit	by	means	of	a	refinancing	event	or	an	outright	sale	of	the	Property.	

PGP	is	the	sponsor	for	this	Offering	(the	“Sponsor”)	and	also	the	Manager	of	the	Company.		PGP	is	also	a	Member	of	the	Company.		PGP,	as	
Manager,	will	have	full	and	exclusive	control	over	the	management,	conduct	and	operations	of	the	Company.	

The	Company	 	 	 PGP	Oakmont	Apartments,	LLC	

The	Sponsor	 	 	 Prudent	Growth	Partners,	LLC		

Project	Total	Cost:	 	 $2,585,000	(including	closing	costs,	escrows,	and	reserve	funding)	

Amount	to	be	Raised		 $725,000	

Breakdown	of	Costs	 	 Contract	Price:	 	 $2,325,000	
	 	 	 	 Closing	Costs:	 	 	 $85,000	
	 	 	 	 Reserve	Account:	 	 $175,000	
	 	 	 	 Total	Costs:	 	 	 $2,585,000	
	 	 	 	 Loan	Proceeds:	 	 $1,860,000	
	 	 	 	 Equity	Raised:		 	 $725,000	
	
Projected	Debt	Terms	 PGP	will	be	seeking	to	arrange	the	following	debt	in	order	to	complete	the	purchase	of	the	Property:			

Loan	Amount	of	$1,860,000,	which	represents	80%	of	the	purchase	price	and	72%	of	the	total	Capitalization.		Interest	
rate	of	4.50%,	fixed	for	10	years	(first	year	interest-only),	with	a	30-year	amortization.	Non-recourse	to	the	Investors.			

The	Offering	 	 	 PGP	is	offering	up	to	100	Units	at	a	price	of	$7,250	per	Unit,	for	a	total	offering	size	of	$725,000,	under	the		 	
	 	 	 	 circumstances	described	below	(the	“Offering”).		At	the	discretion	of	the	Sponsor,	or	if	the	full	number	of	100	Units		
	 	 	 	 are	not	sold,	the	offering	will	terminate	and	the	subscription	funds	will	be	promptly	returned	to	the	prospective		
	 	 	 	 Investors	with	interest.	
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Minimum	Investment	 	 The	minimum	investment	amount	is	$36,250	(5	Units),	although	the	Sponsor,	in	its	sole	discretion	and	without		
	 	 	 	 notice	to	Investors,	may	permit	 smaller	investments	and	fractional	Interests.	

Investment	Strategy The	strategy	will	be	to	acquire	the	property,	implement	the	upfit	of	a	number	of	units	into	“premium	units”,	establish	
a	regular	fee-based	income	stream	from	new	tenants,	and	gradually	bring	rents	up	to	market	levels.		Exit	in	5	to	7	
years	at	a	higher	price	through	either	a	refinance	or	a	sale.	

Projected	5	Year	IRR	 	 Projected	5-year	IRR	for	the	Company	is	20+%.	

Investor	Suitability	 	 	 The	Offering	 is	being	made	pursuant	to	an	exemption	from	registration	under	applicable	federal	and	state		 	
	 	 	 	 securities	laws.	In	compliance	with	such	exemption,	each	 Investor	will	 be	 required	 to	 represent,	warrant	 and	 	
	 	 	 	 verify,	 among	other	things,	that	such	Investor	is	an	“accredited	investor”	as	defined	in	Regulation	D	promulgated		
	 	 	 	 under	the	Securities	Act.	

Risk	Factors	 	 	 The	Units	offered	hereby	involve	a	high	degree	of	risk,	including	risks	associated	with	the	ownership	and	renovation		
	 	 	 	 of	real	estate,	as	well	as	risks	associated	with	the	general	economy.		Investors	should	carefully	review	the	information	
	 	 	 	 in	the	“Risk	Factors”	section	of	this	Memorandum	before	making	a	decision	to	purchase	Units.	

How	to	Subscribe	 	 In	order	to	purchase	a	Unit	in	the	Offering,	each	prospective	Investor	must	complete	and	deliver	to	the	Sponsor	all		
	 	 	 	 Subscription	Documents	and	 wire	such	prospective	 Investor’s	 initial	Capital	Contribution	 in	accordance	with	 the		
	 	 	 	 instructions	provided	in	the	offering	materials.	Once	made,	an	Investor’s	subscription	is	irrevocable	unless	otherwise		
	 	 	 	 specifically	provided	in	the	Subscription	Documents.	

Use	of	Funds	 	 	 Subscription	funds	will	be	deposited	directly	into	the	Company’s	bank	account,	not	a	separate	escrow	account,	and		
	 	 	 	 will	be	available	for	the	uses	set	forth	in	this	memorandum	at	the	Sponsor’s	discretion.		These	uses	include	the		
	 	 	 	 acquisition	of	the	Property,	the	payment	of	all	closing	costs	and	fees,	the	funding	of	any	initial	capital	improvements		
	 	 	 	 to	the	Property,	the	funding	of	the	initial	LLC	organization	costs,	and	the	securing	of	new	debt.	Notwithstanding	the		
	 	 	 	 foregoing,	the	Sponsor	will	not	use	subscription	funds	of	any	Investor	until	the	Sponsor	accepts	the	applicable			
	 	 	 	 Investor’s	subscription.	

Operating	Agreement	 A	copy	of	the	Company’s	Operating	Agreement	will	be	available	to	Investors	prior	to	closing	(“Operating		 	
	 	 	 	 Agreement”).	

Subscription	Agreement	 The	Subscription	Agreement	to	subscribe	for	Units	will	be	available	to	Investors	prior	to	closing	(“Subscription			
	 	 	 	 Agreement”).	

Distributions	and	Fees	 The	Investors	shall	each	receive	Distributions	in	accordance	with	the	Operating	Agreement	of	the	Company	as			
	 	 	 	 follows:	
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	 	 	 	 Cash	Flow	Distributions	from	Operations:	

	 	 	 	 1.	First	to	the	Investors	until	the	Investors	have	received	an	8%	preferred	return	on	their	Unrecovered	Capital		 	
	 	 	 	 balance;	and	
	 	 	 	 2.	Thereafter,	75%	to	the	Investors,	25%	to	the	Sponsor.	
	
	 	 	 	 Distributions	from	Capital	Events:	

	 	 	 	 1.		First,	to	the	Investors	until	the	Investors	have	received	the	full	amount	of	any	Unpaid	Preferred	Return;	and	
	 	 	 	 2.		Second,	to	the	Investors	until	each	Investor	receives	a	complete	return	of	their	Unrecovered	Capital	balance.	
	 	 	 	 3.		Thereafter,	75%	to	the	Investors,	25%	to	the	Sponsor.	
	
Managers	of	the	LLC	 	 PGP	will	be	the	manager	of	the	Company	(“Manager”).	
	 	
Limited	Liability	 	 The	liability	of	each	Member	is	limited	to	the	amount	of	his	capital	contribution	to	the	Company,	together	with	his		
	 	 	 	 share	of	undistributed	profits.		The	Members	have	no	personal	liability	for	Company	obligations	to	third	parties,	the		
	 	 	 	 Company,	the	other	Members	or	the	Manager.		The	Members’	share	of	any	Company	debt,	including	the	primary		
	 	 	 	 mortgage	on	the	Property,	is	entirely	non-recourse	to	the	Members,	and	Prudent	Growth	Partners,	LLC	will	provide		
	 	 	 	 whatever	recourse	or		guarantee	is	required	by	the	bank	or	lender.	
	 	 	 	

Members	are	not	required	to	make	any	additional	capital	contributions	to	the	Company	unless	the	Manager	
determines	that	an	additional	capital	contribution	is	necessary	for	the	operation	of	the	LLC.		If	a	Member	does	not	
make	their	required	share	of	the	additional	capital	contribution,	then	that	Member’s	unpaid	share	will	may	be	funded	
by	the	Manager	or	other	Members	and	treated	as	a	loan	to	the	LLC	and	will	be	repaid	from	that	Member’s	share	of	
any	distributions	from	operations	or	capital	events.		After	one	year	the	Manager	or	other	Members,	as	applicable,	will	
have	the	option	to	convert	the	loan	into	an	additional	capital	contribution	for	the	Manager	or	other	Members,	as	
applicable,	and	the	Company	will	adjust	the	Member’s	capital	accounts	accordingly	to	reflect	the	applicable	change	in	
ownership	interest	based	on	the	updated	capital	accounts.	

	
Rights	of	Members	 	 As	Manager,	PGP	will	have	significant	authority	with	respect	to	the	Property	and	the	Company.		Under	the	terms	of		
	 	 	 	 the	Operating	Agreement,	Members	of	the	Company	will	have	very	limited	rights	to	vote	on	matters	with	respect	to		
	 	 	 	 the	Property	or	the	Company		
	
Restrictions	on	Transfer	 After	acquisition	of	Units	by	Investors,	no	Units	may	be	transferred	until	the	transferor	and	the	transferee	supply	such	
	 	 	 	 instruments	and	assurances	as	the	Managers	may	reasonably	require,	including	the	assurance	that	such	transfer		
	 	 	 	 would	not	be	a	violation	of	federal	or	state	securities	laws.		Without	the	prior	written	consent	of	the	Managers,	a		
	 	 	 	 transferee	will	not	be	admitted	as	a	Member	of	the	Company,	but	may	still	have	the	economic	rights	of	Units.	
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Fees	to	the	Manager:			 In	addition	to	any	share	of	distributions	which	the	Manager	may	be	entitled	as	a	result	of	any	membership		 	
	 	 	 	 interest	or	Units	which	the	Manager	may	itself	own	in	the	Company,	the	Manager	will	also	receive	the	following	fees		
	 	 	 	 in	exchange	for	bearing	the	full	recourse	of	the	debt	and	for	managing	the	LLC	and	the	investment	of	the	property:	

	 	 	 	 1.		1.00	%	acquisition	fee	at	time	of	closing	of	the	property,	based	on	the	purchase	price.	
	 	 	 	 2.		0.50%	annual	management	fee/loan	guarantee	fee	based	on	the	purchase	price	of	the	property.	
	 	 	 	 3.		1.00%	one-time	disposition	fee	based	on	the	selling	price	of	the	property.	
	

Owner	and	Operator	Information:	

The	property	will	be	owned	by	PGP	Oakmont	Apartments,	LLC,	a	North	Carolina	LLC	(the	“Company”),	which	will	be	managed	by	Prudent	Growth	
Partners,	LLC	(the	“Manager”	or	“Sponsor”).			

PGP’s	President	is	Thomas	F.	Hahn,	Jr.,	a	successful	real	estate	investor	and	operator	with	20+	years	of	investing	experience.		Tom	is	an	investor	or	
manager	in	over	three-dozen	LLCs	with	holdings	that	consist	of	a	neighborhood	shopping	centers,	office	spaces,	single	tenant	retail	properties,	
multi-family	properties,	and	residential	investment	properties	throughout	the	Midwest,	Mid	Atlantic	and	the	Southeast.	

	In	addition	to	his	involvement	with	PGP,	Tom	is	employed	by	ICAP	Energy,	LLC,	as	an	executive	and	manager	of	their	US	energy	derivatives	
business.	He	divides	his	time	between	real	estate	investing,	derivatives	brokering,	and	activities	with	his	family.	

Tom	is	experienced	in	property	acquisition	and	disposition,	deal	structuring,	negotiation,	management,	finance,	and	investor	relations.	He	has	
acquired,	managed,	sold	and	refinanced	properties	in	a	variety	of	economic	cycles	and	interest	rate	environments,	including	the	“great	recession”	
of	2008-2009.	

Past	PGP	deals	include:	

PGP	Stanton	Medical,	LLC:	$881,000	purchase	of	a	4711	medical	office	space	in	the	rapidly	growing	Christiana	Hospital	area	of	Newark,	DE.		The	office	is	under	a	fresh	
long-term	lease	to	St.	Francis	Healthcare,	part	of	Trinity	Health,	the	nation’s	largest	faith	based	hospital	operator.		The	deal	was	an	off-market	deal	at	a	very	desirable	
cap	rate	of	8.95%	with	cash	returns	to	Investors	of	just	over	10%	in	year	one.	

PGP	Hope	Valley	Pointe,	LLC:		$1,904,000	purchase	of	a	controlling	interest	in	the	Hope	Valley	Pointe	shopping	center,	located	in	Durham,	NC.		The	center	was	74%	
leased	at	time	of	purchase,	and	PGP	has	been	actively	improving	the	center	and	adding	new	tenants.		The	current	plan	is	to	have	the	center	100%	occupied	by	year	end.		
The	projected	investor	returns	for	the	second	year	of	ownership	will	be	greater	than	12%	cash-on-cash	and	close	to	18%	when	considering	the	loan	amortization	
payments.	

PGP	Fisher	Apartments,	LLC:		$2,625,000	purchase	of	a	Class-B,	49	unit	apartment	complex	located	in	Butner,	NC.		The	apartments,	since	rebranded	as	“Granville	
Commons”	enjoy	high	occupancy,	many	long-term	tenants,	and	great	third	party,	professional	management.		As	rents	are	gradually	increased	to	market	levels,	this	
should	result	in	a	new	annual	NOI	that	will	be	about	$50,000	higher	than	the	NOI	at	time	of	purchase.		At	a	market	cap-rate,	this	will	increase	the	value	of	the	property	
by	nearly	$700,000.		Projected	returns	to	investors	will	be	over	10%	(cash-on-cash)	and	the	projected	IRR	over	the	first	5	years	will	be	greater	than	20%.		
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Risk	Factors	

The	Offering	involves	a	high	degree	of	risk.	You	should	carefully	consider	the	risks	described	below	and	the	other	information	in	this	memorandum	and	the	
Subscription	Documents	before	deciding	to	invest	in	the	Company.	An	investment	in	the	Company	carries	with	it	the	inherent	risks	associated	with	investing	in	a	
real	estate	venture	that	competes	in	a	competitive	marketplace	with	low	barriers	to	entry.	These	inherent	risks	and	the	risks	described	below	are	not	the	only	
ones	the	Company	faces.	Additional	risks	that	the	Company	has	not	yet	identified	or	that	Company	management	currently	thinks	are	not	material	may	also	
impair	the	Company’s	business	operations.	In	assessing	these	risks,	you	should	also	refer	to	the	other	information	in	this	memorandum.	If	any	of	the	following	
risks	actually	occur,	the	Company’s	business,	financial	condition	and	results	of	operations	would	likely	suffer.		The	Units	should	be	purchased	only	by	Investors	
who	have	the	resources	to	assume	the	risk	characteristics	of	this	type	of	investment	and	who	have	no	need	for	liquidity	in	their	investment.	

General	Risks	

General	Risks	of	Real	Estate	Ownership.	The	Company	will	be	subject	to	the	risks	generally	incident	to	the	operation	of	a	commercial	space,	including,	without	
limitation,	the	following:	uncertainty	of	cash	flow	to	meet	fixed	obligations;	adverse	changes	in	general	or	local	economic	conditions;	excessive	vacancies;	
relative	appeal	of	particular	types	of	facilities	to	tenants;	the	possible	need	for	unanticipated	renovations;	adverse	changes	in	interest	rates	and	availability	of	
funds	and	other	changes	in	operating	expenses;	changes	in	governmental	rules	and	fiscal	policies;	acts	of	God,	including	earthquakes,	which	may	cause	
uninsured	losses;	environmental	risks;	loss	to	or	condemnation	of	the	Property;	and	other	factors	which	are	beyond	the	control	of	the	Manager.	Decreases	in	
actual	Company	income	from	anticipated	amounts,	or	increases	in	operating	expenses,	among	other	factors,	could	result	in	the	Company’s	inability	to	meet	all	
its	cash	obligations.	Any	decrease	in	income	received	by	the	Company	may	reduce,	and	possibly	eliminate,	the	amount	of	cash	available	for	distribution	to	
Investors,	since	operating	expenses,	such	as	taxes,	utility	costs,	maintenance,	and	insurance	are	unlikely	to	decrease	significantly,	and	other	expenses	such	as	
labor,	advertising,	and	promotion	may	increase.	

General	Economic	Conditions	and	Business	Climate.	The	Company’s	operations	are	subject	to	any	general	negative	economic	conditions	existing	in	the	
commercial	real	estate	investment	sector,	as	well	as	the	local	and	national	economy	as	a	whole.	These	risks	would	include,	without	limitation,	any	potential	
wage	and	price	freezes	or	other	restrictions	imposed	by	governmental	authorities;	changes	in	federal,	state	or	local	tax	laws	applicable	to	the	Company;	
availability	of	capital	for	future	needs;	and	changes	in	consumer	purchasing	habits	and	trends.	The	Company	may	not	have	sufficient	capitalization	to	enable	the	
Property	to	survive	extended	work	stoppages,	strikes,	lack	of	market	acceptance,	and	economic	exigencies	in	general.		

Lack	of	Diversification.	The	Company	will	have	all	of	its	resources	initially	invested	in	a	single	category	investment,	namely,	the	operation	of	a	commercial	real	
estate	investment.	This	investment	will	lack	diversification	of	risk	with	respect	to	local	economic,	social,	or	environmental	problems	and	other	similar	matters,	
the	impact	of	which	might	be	better	absorbed	or	compensated	for	in	an	offering	providing	for	diversified	types	of	investments	in	diverse	categories.	This	lack	of	
diversification	increases	the	risk	of	materially	adverse	results,	including	an	Investor’s	loss	of	its	entire	investment.	

Environmental	Risks.	Investing	in	businesses	operated	on	real	property	involves	risks	relating	to	hazardous	and	toxic	contamination	of	such	property	or	adjacent	
property,	including	subsurface	and	underground	water	contamination.	Such	contamination	could	have	a	detrimental	effect	on	the	Company,	and	can	result	from	
the	actions	of	tenants,	contractors,	patrons,	visitors,	and	other	parties,	including	adjacent	property	owners	to	the	Property,	over	whom	the	Company	could	
exercise	little	or	no	control.	The	Company	could	be	required	to	participate	financially	in	the	clean	up	or	other	abatement	of	such	contamination,	which	could	
cause	the	Company	to	suffer	a	loss	of	some	or	all	of	the	capital	invested	in	the	Property.	
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Competition.	Competition	in	the	commercial	real	estate	sector	is	highly	competitive	with	respect	to	(1)	price	and/or	concessions,	(2)	amenities,	(3)	tenant	
loyalty,	and	(4)	location.	Competition	includes	established	commercial	buildings	with	potentially	greater	financial	and	other	resources	than	the	Company.	The	
Property	will	operate	in	a	highly	fragmented	and	competitive	environment.	Business	tenants	have	many	options	for	commercial	space.	Further,	the	Property	will	
compete	with	other	establishments	for	qualified	management	personnel	and	other	service	providers.	Although	the	Company	will	endeavor	to	compete	in	this	
market,	no	assurances	can	be	given	to	Investors	that	the	Property	will	be	able	to	compete	effectively	and	successfully.	Instead,	all	this	competition	may	
materially	reduce	revenues	and	net	income.	The	Company	cannot	assure	any	Investor	that	the	Company	will	be	successful	in	addressing	the	risks	it	may	
encounter,	and	its	failure	to	do	so	could	have	a	material	adverse	effect	on	business,	and	the	financial	condition	and	results	of	operations.	

Future	Market	Value	of	the	Property.	The	economic	future	of	the	Property’s	submarket,	future	construction	activity,	interest	rates,	demographic	changes,	
changes	in	tax	laws,	and	numerous	other	factors	will	determine	the	future	market	value	of	the	Property	and	its	assets.		There	is	no	assurance	that	the	Property	
will	increase	in	value,	or	even	maintain	its	respective	current	value.	

Management	Risks	

Reliance	on	Management.	The	Members	will	have	only	limited	rights	to	participate	in	only	certain	narrowly	define	aspects	of	the	management	of	the	Company	
or	the	decision	made	by	the	Manager	or	other	Company	management	personnel.		Thus,	the	Company	will	effectively	be	totally	dependent	upon	the	Manager	for	
most	aspects	of	its	operations	and	affairs.	

Limitation	of	Manager’s	Liability.	The	Operating	Agreement	provides	that	the	Manager	shall	not	be	liable	to	the	other	Members	for	any	loss	or	liability	incurred	
in	connection	with	the	affairs	of	the	Company,	so	long	as	such	loss	or	liability	did	not	result	from	willful	misconduct	or	gross	negligence.	Therefore,	Investors	may	
have	a	more	limited	right	of	action	against	the	Manager	than	they	would	have	had	absent	these	provisions	in	the	Operating	Agreement.	

Manager	Conflict	of	Interest.	The	obligations	of	the	Manager	to	the	Company	are	not	exclusive,	and	the	Manager	need	only	devote	so	much	time	to	the	
Company’s	affairs	as	the	Manager,	in	its	sole	discretion,	determines	to	be	necessary	to	manage	the	Company’s	business.	The	Manager	and/or	its	affiliates	may,	
from	time	to	time,	be	involved	in	the	development	of	other	properties	that	may	compete	with	the	Property.	Separately,	commitments	undertaken	by	the	
Manager	and/or	its	affiliates	in	connection	with	such	other	properties	may	materially	and	adversely	affect	its	ability	to	manage	the	Property	and	the	profitability	
of	the	Property	and	any	investment	in	the	Units	in	the	Company.	

No	Independent	Counsel.	No	independent	counsel	has	been	retained	to	represent	the	interest	of	the	Investors.	The	Operating	Agreement	has	not	been	reviewed	
by	an	attorney	on	behalf	of	the	Investors	but	only	by	and	on	behalf	of	the	Sponsor.	Each	Investor	is	therefore	urged	to	consult	with	its	own	counsel	as	to	the	
terms	and	provisions	of	the	Operating	Agreement	and	all	other	documents	relating	thereto,	as	well	as	its	own	accountant	as	to	the	financial	information	and	
projections	provided.	

Lack	of	Operating	History.	The	Company	is	being	formed	for	the	specific	purpose	of	owning	and	managing	the	Property.		Accordingly,	the	Company	has	no	
operating	history.	The	Manager	has	described	certain	aspects	and	projections	for	the	Property	in	this	Memorandum	which	are	based	primarily	on	its	own	
knowledge	and	experience,	and	the	Manager	believes	it	can	successfully	acquire	and	manage	the	Property.		
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Financial	and	Regulatory	Risks	

Financial	Projections.	Since	the	Company	itself	has	no	operating	history	and	is	currently	being	formed,	no	balance	sheet	or	income	statement	based	on	actual	
operations	of	the	Company	is	available.	The	Financial	Projections	included	in	this	memorandum	are	based	upon	what	the	Company	believes	to	be	reasonable	
assumptions	concerning	certain	factors	affecting	the	Property	and	probable	future	Property	operations.	Despite	these	future	projections,	no	assurances	can	be	
made	that	these	projections	will	prove	to	be	accurate,	and	Investors	are	cautioned	against	placing	excessive	reliance	on	such	projections	in	deciding	whether	to	
invest	in	the	Company.	

Leverage	and	Other	Factors	Relating	to	Financing.	The	use	of	secured	indebtedness	to	finance	a	portion	of	acquisition	costs	and/or	working	capital	is	referred	to	
as	“leveraging.”	Leveraging	increases	the	risk	of	loss	of	the	Company’s	investment	in	the	Property	if	and	to	the	extent	that	the	Property	declines	in	value.	In	
addition,	to	the	extent	cash	flow	from	a	leveraged	investment	is	not	sufficient	to	pay	debt	service,	cash	from	other	sources	would	be	required.	Unless	the	
Property	generates	such	cash,	the	Company	might	be	required	to	raise	additional	equity	investment	funds	or	to	borrow	additional	funds	for	such	purpose,	and	
there	can	be	no	assurance	that	such	equity	investment,	or	such	loans,	will	be	available	on	favorable	terms,	if	at	all.	

Adequacy	of	Capital.	The	Company	has	based	the	present	Offering	on	certain	assumptions	regarding	the	costs	and	timing	of	acquiring	and	managing	the	
Property.	Although	not	anticipated,	the	management	of	the	Property	could	require	additional	capital	beyond	what	is	anticipated.	No	assurance	can	be	given	that	
such	capital	would	be	available	from	banks	or	other	sources.	The	failure	to	raise	adequate	capital	could	have	a	material	adverse	effect	on	the	Company’s	
business	and	the	financial	condition	and	results	of	its	operations.	

Reserves	for	capital	expenditures	may	prove	inadequate.	It	is	expected	that	the	Company	will	 be	required	to	maintain	and	replace	from	time	to	time	structural	
components	of	the	Property,	including	roofs,	parking	lots	and	HVAC	equipment	and	systems.	These	costs	may	not	always	be	able	to	be	passed	through	to	
tenants.	Although	the	Company	is	planning	to	maintain	reserves	for	 those	capital	expenditures,	these	reserves	may	be	inadequate	if	the	Company’s	assumptions	
and	estimates	on	the	useful	life	of	these	improvements	are	inaccurate.	Costs	and	expenses	for	these	 capital	expenditures	over	and	above	budgeted	expenses	
could	adversely	affect	the	Company’s	financial	condition.	

Distributions	from	Operations.	There	is	no	assurance	that	there	will	be	cash	from	operations	sufficient	to	pay	distributions	to	the	Investors	in	the	Company.	

Illiquidity	(Limited	Transferability	of	Units).	The	Units	offered	for	sale	hereby	are	a	highly	illiquid	asset	in	that	they	cannot	be	readily	sold	or	pledged	as	collateral	
for	a	loan	or	other	obligation.	Those	Units	have	not	been,	and	will	not	be,	registered	under	the	Securities	Act	or	under	any	state	securities	law,	in	reliance	upon	
certain	exemptions	provided	thereunder.	An	Investor	may	not	assign,	sell,	or	transfer	its	Units	to	another	party	without	the	Manager’s	consent,	and	then	only	as	
provided	for	in	the	Operating	Agreement	and	otherwise	only	in	accordance	with	available	exemptions	under	applicable	securities	laws.	There	is	no	present	plan	
to	register	the	Units	in	the	future.		Accordingly,	the	Units	must	be	acquired	for	investment	purposes	only,	and	not	with	a	view	to	resale	or	other	distribution.		In	
addition,	the	Operating	Agreement	contains	additional	restrictions	on	the	transfer	of	Units.	For	such	reasons,	it	is	likely	that	an	Investor	would	not	be	permitted	
to	sell	or	otherwise	dispose	of	Units	even	if	he	or	she	wished	to	do	so.		Finally,	there	is	no	public	market	for	sale	of	the	Units,	and	it	is	not	anticipated	that	a	
market	will	develop	for	the	purchase	or	sale	of	the	Units.		Consequently,	the	Company’s	Investors	may	not	be	able	to	liquidate	their	investment	in	the	Company	
in	the	event	of	their	desire	or	need	to	do	so.	
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Uninsured	Losses;	Casualty	Insurance.	Certain	risks	in	connection	with	the	Property	are	either	uninsurable	or	not	insurable	at	commercially	reasonable	rates,	and	
could	have	a	detrimental	effect	on	the	Company.	Examples	of	uninsurable	losses	are	those	arising	from	flood,	earthquakes,	war,	and	acts	of	God,	among	others.	
Should	such	an	uninsurable	loss	occur,	the	Company	could	suffer	a	loss	of	some	or	all	of	the	capital	invested	in	the	Property,	as	well	as	the	loss	of	any	potential	
distributions	or	profits	from	the	Company’s	operations.	

Unregistered	Offering.	The	Offering	is	not	registered	under	state	or	federal	securities	laws,	thereby	reducing	the	level	of	oversight	of	the	offering	process	and	
safeguards	available	in	a	registered	public	offering.		In	a	registered	public	offering	of	securities,	the	U.	S.	Securities	and	Exchange	Commission	or	a	state	
regulatory	authority	may	review	the	disclosures	provided	by	the	issuer	(in	this	case,	the	Company)	and	comment	upon	its	compliance	with	the	disclosure	
requirement	of	applicable	securities	laws.		Because	of	the	nature	of	this	Offering,	there	are	no	specific	required	disclosures	(although	the	anti-fraud	provisions	of	
the	securities	laws	are	still	applicable).		Furthermore,	there	will	be	no	regulatory	authority	reviewing	or	commenting	upon	the	Subscription	Documents	or	any	of	
the	Offering	documents.		In	addition,	in	an	underwritten	public	offering,	the	underwriter	will	retain	separate	counsel,	and	the	underwriter	and	its	counsel	will	
perform	due	diligence	on	the	issuer.		Prospective	Investors	in	the	Company	must	rely	on	their	own	knowledge	of	the	market	and	their	own	due	diligence	in	
making	an	investment	decision	regarding	the	Company.	

Government	Regulation.	The	operations	of	the	Company	are	and	will	be	subject	to	various	federal,	state,	and	local	laws	and	regulations,	as	well	as	court	
decisions,	affecting	those	operations	and	the	Company’s	business.		The	Property’s	operations	will	also	be	subject	to	federal,	state,	and	local	regulations	and	
court	decisions,	including	regulatory	provisions	relating	to	sanitation,	health,	and	safety.		All	of	these	laws,	regulations,	and	court	decisions	could	have	both	a	
positive	and/or	negative	impact	on	the	Property’s	operations	and	the	financial	results	from	those	operations	and	on	the	Property’s	ability	to	compete.		
Suspension	of	the	Company’s	ability	to	operate	by	any	regulatory	agency	would	have	a	material	adverse	effect	on	the	profitability	of	the	Company.		Increased	
regulation	of	various	aspects	of	the	Company’s	operations,	should	this	occur,	could	also	have	an	adverse	effect	on	the	Company’s	financial	position.	

Forward-looking	Statements	May	Prove	Materially	Inaccurate.	The	statements	contained	in	this	Memorandum	that	are	not	historical	facts	are	forward-looking	
statements	within	the	meaning	of	the	federal	securities	laws.		These	forward-looking	statements	are	based	on	current	expectations,	beliefs,	assumptions,	
estimates,	and	projections	about	the	industry	and	locale	in	which	the	Property	will	be	operated.		Investors	should	not	rely	on	forward-looking	statements	
because	they	involve	known	and	unknown	risks,	uncertainties,	and	other	factors	which	are,	in	some	cases,	beyond	the	Company’s	control	and	may	cause	its	
actual	results,	performance,	or	achievements	to	differ	materially	from	anticipated	future	results,	or	the	performance	or	achievements	expressed	or	implied	by	
such	forward-looking	statements.		While	forward-looking	statements	in	this	Memorandum	reflect	the	Company’s	estimates	and	beliefs,	they	are	not	guarantees	
of	future	performance.		The	Company	does	not	promise	to	update	any	forward-looking	statements	to	reflect	changes	in	the	underlying	assumptions	or	factors,	
new	information,	future	events,	or	other	changes.	

Tax	Risks	

PURSUANT	TO	INTERNAL	REVENUE	SERVICE	CIRCULAR	NO.	230,	BE	ADVISED	THAT	ANY	FEDERAL	TAX	ADVICE	IN	THIS	COMMUNICATION,	INCLUDING	ANY	
ATTACHMENTS	OR	ENCLOSURES,	WAS	NOT	INTENDED	OR	WRITTEN	TO	BE	USED,	AND	IT	CANNOT	BE	USED,	BY	ANY	TAXPAYER	FOR	THE	PURPOSE	OF	AVOIDING	
ANY	PENALTIES	THAT	MAY	BE	IMPOSED	ON	SUCH	TAXPAYER.	SUCH	ADVICE	WAS	WRITTEN	TO	SUPPORT	THE	PROMOTION	OR	MARKETING	OF	THE	
TRANSACTIONS	OR	MATTERS	ADDRESSED	BY	THIS	MEMORANDUM.	EACH	INVESTOR	SHOULD	SEEK	ADVICE	BASED	ON	ITS	PARTICULAR	CIRCUMSTANCES	FROM	
AN	INDEPENDENT	TAX	ADVISOR.	
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There	are	various	federal	income	tax	risks	associated	with	an	investment	in	the	Units.		Some,	but	not	all,	of	the	various	risks	associated	with	the	federal	income	
tax	aspects	of	the	Offering	of	which	prospective	Investors	should	be	aware	are	set	forth	below.		The	effect	of	certain	tax	consequences	on	an	Investor	will	
depend,	in	part,	on	other	items	in	the	Investor’s	tax	return	and	other	items	connection	with	such	Investor’s	particular	tax	situation.	

Partnership	Status.		The	Company	has	been	or	will	be	organized	as	a	Limited	Liability	Company	under	the	laws	of	the	State	of	North	Carolina.		The	Company	will	
not	apply	for	a	ruling	from	the	IRS	that	it	will	be	treated	as	a	partnership	for	federal	income	tax	purposes,	but	intends	to	file	its	tax	returns	as	a	partnership	for	
federal	and,	if	required,	state	income	tax	purposes.		Investors	should	recognize	that	many	of	the	advantages	and	economic	benefits	of	an	investment	in	the	Units	
depend	on	the	classification	of	the	Company	as	a	partnership	(rather	than	as	an	association	taxable	as	a	corporation)	for	federal	income	tax	purposes.		A	change	
in	this	classification	would	require	the	Company	to	pay	a	corporate	level	tax	on	its	income	which	would	reduce	cash	available	to	fund	distributions	to	Investors,	
would	prevent	the	flow-through	of	tax	benefits,	if	any,	for	use	on	Investors’	personal	tax	returns,	and	could	require	that	distributions	be	treated	as	dividends,	
which	together	could	materially	reduce	the	yield	from	an	investment	in	the	Company.		The	discussion	herein	assumes	that	the	Company	will	at	all	times	be	
treated	as	a	partnership	for	federal	tax	purposes.	

Federal	Income	Tax	Liability	in	Excess	of	Cash	Distributions.		Each	Investor	that	is	subject	to	U.S.	tax	will	be,	and	other	Investors	subject	to	tax	in	other	
jurisdictions	may	be,	required	to	take	into	account	and	pay	taxes	on	such	Investor’s	allocable	share	of	the	Company’s	taxable	income,	regardless	of	whether	the	
Company	distributes	cash	to	Investors.		Prospective	Investors	should	be	aware	that	the	Company	is	not	required	to	make	distributions	in	an	amount	necessary	to	
pay	income	tax	on	the	Company’s	income	and	that	the	federal	income	tax	on	an	Investor’s	allocable	share	of	the	Company’s	taxable	income	may	exceed	cash	
distributions	to	such	Investor.		Accordingly,	each	Investor	should	ensure	that	he	or	she	has	sufficient	cash	flow	from	other	sources	to	pay	all	tax	liabilities	
resulting	from	such	Investor’s	ownership	of	Units	in	the	Company.	

Tax	Auditing	Procedures	Under	Control	of	the	Manager.		Any	audit	of	items	of	income,	gain,	loss	or	credits	of	an	Investor	will	be	administered	at	the	Company	
level.		The	decisions	made	by	the	Manager	with	respect	to	such	matters	will	be	made	in	good	faith,	consistent	with	the	Manager’s	fiduciary	duties	to	both	the	
Company	and	to	the	Investors,	but	may	have	an	adverse	effect	upon	the	tax	liabilities	of	the	Investors.	

Changes	in	Federal	Income	tax	Laws	and	Policies.		There	can	be	no	assurance	that	U.S.	federal	income	tax	laws	and	IRS	administrative	policies	respecting	the	U.S.	
federal	income	tax	consequences	described	in	this	Memorandum	will	not	be	changed	in	a	manner	that	adversely	affects	the	Units	of	Investors.	

Foreign	Taxation.		Foreign	tax	laws	may	create	tax	liability	for	an	Investor	based	on	the	acquisition,	ownership	and	disposition	and	the	receipt	of	income	and	
distributions	from	the	Company.		The	Company	will	not	make	any	tax	filings	in	any	foreign	jurisdiction,	and	will	not	prepare	any	special	documentation	for	
Investors	to	assist	them	with	compliance	with	such	foreign	tax	laws.		Each	Investor	is	responsible	for	ensuring	compliance	with	all	applicable	tax	laws.	

UBTI	Exposure	for	IRA	Owners.		Investors	may	choose	to	invest	in	the	Company	through	their	Individual	Retirement	Accounts	(“IRA”).		IRAs	that	invest	in	
alternative	investments	that	generate	trade	or	business	or	debt-financed	income	could	be	subject	to	unrelated	business	taxable	income	(“UBTI”),	which	
currently	requires	the	IRA	to	file	federal	and	state	income	tax	returns	when	gross	unrelated	business	income	from	such	investments	exceeds	$1,000.		The	
Company	and	its	subsidiaries	may	generate	unrelated	business	taxable	income	for	the	Investors.		Given	the	complexity	of	the	UBTI	rules,	Investors	purchasing	
Units	in	the	Company	through	an	IRA	should	consult	with	their	tax	advisors	regarding	such	IRA’s	exposure	to	UBTI.	

	


