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UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION 

Washington, D.C. 20549 
 

FORM C 
 

UNDER THE SECURITIES ACT OF 1933 
 
 
☑ Form C: Offering Statement 
☐ Form C-U: Progress Update 
☐ Form C/A: Amendment to Offering Statement 

☐ Check box if Amendment is material and investors must reconfirm within five business 
days. 

☐ Form C-AR: Annual Report 
☐ Form C-AR/A: Amendment to Annual Report 
☐ Form C-TR: Termination of Reporting 
 
Name of issuer 
The	Franklin	107	East	Park,	LLC	
 
Legal status of issuer 
 
 Form 
 Limited Liability Company 
 
 Jurisdiction of Incorporation/Organization 
 South Carolina 
 
 Date of organization 
 October 21, 2022 
 
Physical address of issuer 
107 E Park Ave 
Greenville, South Carolina   29601 
 
Website of issuer* 
https://www.franklinredev.com/		
	
*For	clarity,	this	is	the	website	of	the	entity	that	will	manage	the	issuing	entity.	There	is	not	a	separate	website	of	the	Issuer.		
The	annual	report	will	be	posted	on	a	page	on	this	website.	
 
Name of intermediary through which the Offering will be conducted 
Vicinity, LLC 
 
CIK number of intermediary 
0001798542 
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SEC file number of intermediary 
7-223 
 
CRD number, if applicable, of intermediary 
307772 
 
Amount of compensation to be paid to the intermediary, whether as a dollar amount or a 
percentage of the Offering amount, or a good faith estimate if the exact amount is not 
available at the time of the filing, for conducting the Offering, including the amount of 
referral and any other fees associated with the Offering 
 
The Company shall pay to Vicinity at each closing of the offering a fee consisting of a 4% 
commission based on the dollar amount received from US investors in the Offering for all 
payments received. 
 
Any other direct or indirect interest in the issuer held by the intermediary, or any arrangement 
for the intermediary to acquire such an interest 
 
Company shall pay to Vicinity a fee consisting of 2% in the form of shares offered to the public 
based on the dollar amount received from US investors in the Offering for all payments received. 
 
Name of qualified third party “Escrow Agent” which the Offering will utilize 
North Capital Private Securities 
 
Type of security offered 
Membership Units 
 
Target number of Securities to be offered 
725,000 
 
Price (or method for determining price) 
$1.00 
 
Target offering amount 
$725,000.00 
 
Oversubscriptions accepted: 
☑ Yes 
☐ No 
 
Oversubscriptions will be allocated: 
☐ Pro-rata basis 
☐ First-come, first-served basis 
☑ Other: At the Company’s discretion 
 
Maximum offering amount (if different from target offering amount) 
$1,235,000.00 
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Deadline to reach the target offering amount 
January 31, 2023 
 
NOTE: If the sum of the investment commitments does not equal or exceed the target 
offering amount at the Offering deadline, no Securities will be sold in the Offering, 
investment commitments will be cancelled and committed funds will be returned. 
 
Current number of employees 
0 
 

 Most recent fiscal year-end Prior fiscal year-end 

Total Assets $0 $0 

Cash & Cash Equivalents $0 $0 

Accounts Receivable $0 $0 

Short-term Debt $0 $0 

Long-term Debt $0 $0 

Revenues/Sales $0 $0 

Cost of Goods Sold $0 $0 

Taxes Paid $0 $0 

Net Income $0 $0 
 
The jurisdictions in which the issuer intends to offer the Securities: 
Alabama, Alaska, Arizona, Arkansas, California, Colorado, Connecticut, Delaware, District Of 
Columbia, Florida, Georgia, Guam, Hawaii, Idaho, Illinois, Indiana, Iowa, Kansas, Kentucky, 
Louisiana, Maine, Maryland, Massachusetts, Michigan, Minnesota, Mississippi, Missouri, 
Montana, Nebraska, Nevada, New Hampshire, New Jersey, New Mexico, New York, North 
Carolina, North Dakota, Ohio, Oklahoma, Oregon, Pennsylvania, Puerto Rico, Rhode Island, 
South Carolina, South Dakota, Tennessee, Texas, Utah, Vermont, Virgin Islands, U.S., Virginia, 
Washington, West Virginia, Wisconsin, Wyoming, American Samoa, and Northern Mariana 
Islands 
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November 18, 2022 
 

FORM C 
 

Up to $1,235,000.00 
 

THE FRANKLIN 107 EAST PARK, LLC 
 

Membership Units 
This Form C (including the cover page and all exhibits attached hereto, the “Form C”) is 

being furnished by THE FRANKLIN 107 EAST PARK, LLC, a South Carolina Limited 
Liability Company (the “Company,” as well as references to “we, “ “us, “ or “our”), to 
prospective investors for the sole purpose of providing certain information about a potential 
investment in Membership Units of the Company (the “Securities”). Investors in Securities are 
sometimes referred to herein as “Purchasers.” The Company intends to raise at least $725,000.00 
and up to $1,235,000.00 from Investors in the offering of Securities described in this Form C 
(this “Offering”). The minimum amount of Securities that can be purchased is $2,500.00 per 
Investor (which may be waived by the Company, in its sole and absolute discretion). The offer 
made hereby is subject to modification, prior sale and withdrawal at any time. 

 
The rights and obligations of the holders of Securities of the Company are set forth below 

in the section entitled “The Offering and the Securities--The Securities.”  In order to purchase 
Securities, a prospective investor must complete the subscription process through the 
Intermediary’s platform, which may be accepted or rejected by the Company, in its sole and 
absolute discretion.  The Company has the right to cancel or rescind its offer to sell the Securities 
at any time and for any reason. 
 

The Offering is being made through Vicinity, LLC (the “Intermediary”). The 
Intermediary will be entitled to receive fees and compensation in the form of securities related to 
the purchase and sale of the Securities. 

 
Service Fees and Commissions(1) 

 

 Price to Investors Service Fees and 
Commissions  Net Proceeds 

Minimum 
Individual Purchase 

Amount 
$2,500.00 $100.00 $2,400.00 

Aggregate Minimum 
Offering Amount $725,000.00 $29,000.00 $696,000.00 

Aggregate 
Maximum Offering 

Amount 
$1,235,000.00 $49,400.00 $1,185,600.00 
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(1)   This excludes fees to Company’s advisors, such as attorneys and accountants and compensation in the 
form of securities that would be received by Vicinity.  
 
A crowdfunding investment involves risk. You should not invest any funds in this Offering 
unless you can afford to lose your entire investment. In making an investment decision, 
investors must rely on their own examination of the issuer and the terms of the Offering, 
including the merits and risks involved. These Securities have not been recommended or 
approved by any federal or state securities commission or regulatory authority. 
Furthermore, these authorities have not passed upon the accuracy or adequacy of this 
document. The U.S. Securities and Exchange Commission does not pass upon the merits of 
any Securities offered or the terms of the Offering, nor does it pass upon the accuracy or 
completeness of any Offering document or other materials. These Securities are offered 
under an exemption from registration; however, neither the U.S. Securities and Exchange 
Commission nor any state securities authority has made an independent determination that 
these Securities are exempt from registration. The Company filing this Form C for an 
offering in reliance on Section 4(a)(6) of the Securities Act and pursuant to Regulation CF 
(§ 227.100 et seq.) must file a report with the Commission annually and post the report on 
its website no later than 120 days after the end of the company’s fiscal year. The Company 
may terminate its reporting obligations in the future in accordance with Rule 202(b) of 
Regulation CF (§ 227.202(b)) by 1) being required to file reports under Section 13(a) or 
Section 15(d) of the Exchange Act of 1934, as amended, 2) filing at least one annual report 
pursuant to Regulation CF and having fewer than 300 holders of record, 3) filing annual 
reports for three years pursuant to Regulation CF and having assets equal to or less than 
$10,000,000, 4) the repurchase of all the Securities sold in this Offering by the Company or 
another party, or 5) the liquidation or dissolution of the Company.  

The date of this Form C is November 18, 2022. 
 
The Company has certified that all of the following statements are TRUE for the Company in 
connection with this Offering: 
 

(1) Is organized under, and subject to, the laws of a State or territory of the United States 
or the District of Columbia; 
(2) Is not subject to the requirement to file reports pursuant to section 13 or section 15(d) 
of the Securities Exchange Act of 1934 (15 U.S.C. 78m or 78o(d)); 
(3) Is not an investment company, as defined in section 3 of the Investment Company Act 
of 1940 (15 U.S.C. 80a-3), or excluded from the definition of investment company by 
section 3(b) or section 3(c) of that Act (15 U.S.C. 80a-3(b) or 80a-3(c)); 
(4) Is not ineligible to offer or sell securities in reliance on section 4(a)(6) of the 
Securities Act (15 U.S.C. 77d(a)(6)) as a result of a disqualification as specified in § 
227.503(a); 
(5) Has filed with the Commission and provided to investors, to the extent required, any 
ongoing annual reports required by law during the two years immediately preceding the 
filing of this Form C; and 
(6) Has a specific business plan, which is not to engage in a merger or acquisition with an 
unidentified company or companies. 

 
THERE ARE SIGNIFICANT RISKS AND UNCERTAINTIES ASSOCIATED WITH AN 
INVESTMENT IN THE COMPANY AND THE SECURITIES. THE SECURITIES OFFERED 
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HEREBY ARE NOT PUBLICLY-TRADED AND ARE SUBJECT TO TRANSFER 
RESTRICTIONS. THERE IS NO PUBLIC MARKET FOR THE SECURITIES AND ONE 
MAY NEVER DEVELOP. AN INVESTMENT IN THE COMPANY IS HIGHLY 
SPECULATIVE. THE SECURITIES SHOULD NOT BE PURCHASED BY ANYONE WHO 
CANNOT BEAR THE FINANCIAL RISK OF THIS INVESTMENT FOR AN INDEFINITE 
PERIOD OF TIME AND WHO CANNOT AFFORD THE LOSS OF THEIR ENTIRE 
INVESTMENT. SEE THE SECTION OF THIS FORM C ENTITLED “RISK FACTORS.” 
 

  THESE SECURITIES INVOLVE A HIGH DEGREE OF RISK THAT MAY NOT BE 
APPROPRIATE FOR ALL INVESTORS. 

THIS FORM C DOES NOT CONSTITUTE AN OFFER IN ANY JURISDICTION IN 
WHICH AN OFFER IS NOT PERMITTED. 

PRIOR TO CONSUMMATION OF THE PURCHASE AND SALE OF ANY 
SECURITY THE COMPANY WILL AFFORD PROSPECTIVE INVESTORS AN 
OPPORTUNITY TO ASK QUESTIONS OF AND RECEIVE ANSWERS FROM THE 
COMPANY AND ITS MANAGEMENT  CONCERNING THE TERMS AND CONDITIONS 
OF THIS OFFERING AND THE COMPANY.  NO SOURCE OTHER THAN THE 
INTERMEDIARY HAS BEEN AUTHORIZED TO GIVE ANY INFORMATION OR MAKE 
ANY REPRESENTATIONS OTHER THAN THOSE CONTAINED IN THIS FORM C, AND 
IF GIVEN OR MADE BY ANY OTHER SUCH PERSON OR ENTITY, SUCH 
INFORMATION MUST NOT BE RELIED ON AS HAVING BEEN AUTHORIZED BY THE 
COMPANY.  

PROSPECTIVE INVESTORS ARE NOT TO CONSTRUE THE CONTENTS OF THIS 
FORM C AS LEGAL, ACCOUNTING OR TAX ADVICE OR AS INFORMATION 
NECESSARILY APPLICABLE TO EACH PROSPECTIVE INVESTOR’S PARTICULAR 
FINANCIAL SITUATION.  EACH INVESTOR SHOULD CONSULT HIS OR HER OWN 
FINANCIAL ADVISER, COUNSEL AND ACCOUNTANT AS TO LEGAL, TAX AND 
RELATED MATTERS CONCERNING HIS OR HER INVESTMENT. 

THE SECURITIES OFFERED HEREBY WILL HAVE TRANSFER RESTRICTIONS. 
NO SECURITIES MAY BE PLEDGED, TRANSFERRED, RESOLD OR OTHERWISE 
DISPOSED OF BY ANY INVESTOR EXCEPT PURSUANT TO RULE 501 OF 
REGULATION CF. INVESTORS SHOULD BE AWARE THAT THEY WILL BE 
REQUIRED TO BEAR THE FINANCIAL RISKS OF THIS INVESTMENT FOR AN 
INDEFINITE PERIOD OF TIME. 

NASAA UNIFORM LEGEND 
 

IN MAKING AN INVESTMENT DECISION INVESTORS MUST RELY ON THEIR 
OWN EXAMINATION OF THE  PERSON  OR  ENTITY  ISSUING  THE  SECURITIES  
AND  THE  TERMS  OF  THE  OFFERING, INCLUDING THE MERITS AND RISKS 
INVOLVED. 
  

THESE SECURITIES HAVE NOT BEEN RECOMMENDED BY ANY FEDERAL OR 
STATE SECURITIES COMMISSION OR REGULATORY AUTHORITY. FURTHERMORE, 
THE FOREGOING AUTHORITIES HAVE NOT CONFIRMED THE ACCURACY OR 
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DETERMINED THE ADEQUACY OF THIS DOCUMENT. ANY REPRESENTATION TO 
THE CONTRARY IS A CRIMINAL OFFENSE. 
 

SPECIAL NOTICE TO FOREIGN INVESTORS 
 

IF THE INVESTOR LIVES OUTSIDE THE UNITED STATES, IT IS THE 
INVESTOR’S RESPONSIBILITY TO FULLY OBSERVE THE LAWS OF ANY RELEVANT 
TERRITORY OR JURISDICTION OUTSIDE THE UNITED STATES IN CONNECTION 
WITH ANY PURCHASE OF THE SECURITIES, INCLUDING OBTAINING REQUIRED 
GOVERNMENTAL OR OTHER CONSENTS OR OBSERVING ANY OTHER REQUIRED 
LEGAL OR OTHER FORMALITIES. THE COMPANY RESERVES THE RIGHT TO DENY 
THE PURCHASE OF THE SECURITIES BY ANY FOREIGN INVESTOR. 

 
SPECIAL NOTICE TO CANADIAN INVESTORS 

 
IF THE INVESTOR LIVES WITHIN CANADA, IT IS THE INVESTOR’S 

RESPONSIBILITY TO FULLY OBSERVE THE LAWS OF CANADA, SPECIFICALLY 
WITH REGARD TO THE TRANSFER AND RESALE OF ANY SECURITIES ACQUIRED IN 
THIS OFFERING. 

 
NOTICE REGARDING ESCROW AGENT 

 
NORTH CAPITAL PRIVATE SECURITIES, THE ESCROW AGENT SERVICING 

THE OFFERING, HAS NOT INVESTIGATED THE DESIRABILITY OR ADVISABILITY OF 
AN INVESTMENT IN THIS OFFERING OR THE SECURITIES OFFERED HEREIN. THE 
ESCROW AGENT MAKES NO REPRESENTATIONS, WARRANTIES, ENDORSEMENTS, 
OR JUDGEMENT ON THE MERITS OF THE OFFERING OR THE SECURITIES OFFERED 
HEREIN. THE ESCROW AGENT’S CONNECTION TO THE OFFERING IS SOLELY FOR 
THE LIMITED PURPOSES OF ACTING AS A SERVICE PROVIDER. 
 

Forward Looking Statement Disclosure 
 
This Form C and any documents incorporated by reference herein or therein contain 

forward-looking statements and are subject to risks and uncertainties. All statements other than 
statements of historical fact or relating to present facts or current conditions included in this 
Form C are forward-looking statements. Forward-looking statements give the Company’s 
current reasonable expectations and projections relating to its financial condition, results of 
operations, plans, objectives, future performance and business. You can identify forward-looking 
statements by the fact that they do not relate strictly to historical or current facts. These 
statements may include words such as “anticipate,” “estimate,” “expect,” “project,” “plan,” 
“intend,” “believe,” “may,” “should,” “can have,” “likely” and other words and terms of 
similar meaning in connection with any discussion of the timing or nature of future operating or 
financial performance or other events. 

 
The forward-looking statements contained in this Form C and any documents 

incorporated by reference herein or therein are based on reasonable assumptions the Company 
has made in light of its industry experience, perceptions of historical trends, current conditions, 
expected future developments and other factors it believes are appropriate under the 
circumstances. As you read and consider this Form C, you should understand that these 
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statements are not guarantees of performance or results. They involve risks, uncertainties (many 
of which are beyond the Company’s control) and assumptions. Although the Company believes 
that these forward-looking statements are based on reasonable assumptions, you should be 
aware that many factors could affect its actual operating and financial performance and cause 
its performance to differ materially from the performance anticipated in the forward-looking 
statements. Should one or more of these risks or uncertainties materialize, or should any of these 
assumptions prove incorrect or change, the Company’s actual operating and financial 
performance may vary in material respects from the performance projected in these forward-
looking statements. 

 
Any forward-looking statement made by the Company in this Form C or any documents 

incorporated by reference herein or therein speaks only as of the date of this Form C. Factors or 
events that could cause our actual operating and financial performance to differ may emerge 
from time to time, and it is not possible for the Company to predict all of them. The Company 
undertakes no obligation to update any forward-looking statement, whether as a result of new 
information, future developments or otherwise, except as may be required by law. 
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ONGOING REPORTING 
 
The Company will file a report electronically with the Securities & Exchange Commission 
annually and post the report on its website, no later than 120 days after the end of the company’s 
fiscal year. 
 
Once posted, the annual report may be found on the Company’s website listed herein. 
  
The Company must continue to comply with the ongoing reporting requirements until: 

(1) the Company is required to file reports under Section 13(a) or Section 15(d) of the 
Exchange Act; 
(2) the Company has filed at least three annual reports pursuant to Regulation CF and has 
total assets that do not exceed $10,000,000; 
(3) the Company has filed at least one annual report pursuant to Regulation CF and has 
fewer than 300 holders of record; 
(4) the Company or another party repurchases all of the Securities issued in reliance on 
Section 4(a)(6) of the Securities Act, including any payment in full of debt securities or 
any complete redemption of redeemable securities; or 
(5) the Company liquidates or dissolves its business in accordance with state law. 

 
 
About this Form C 

 
You should rely only on the information contained in this Form C. We have not authorized 
anyone to provide you with information different from that contained in this Form C. We are 
offering to sell, and seeking offers to buy the Securities only in jurisdictions where offers and 
sales are permitted. You should assume that the information contained in this Form C is accurate 
only as of the date of this Form C, regardless of the time of delivery of this Form C or of any sale 
of Securities. Our business, financial condition, results of operations, and prospects may have 
changed since that date. 
 
Statements contained herein as to the content of any agreements or other document are 
summaries and, therefore, are necessarily selective and incomplete and are qualified in their 
entirety by the actual agreements or other documents. The Company will provide the opportunity 
to ask questions of and receive answers from the Company’s management concerning terms and 
conditions of the Offering, the Company or any other relevant matters and any additional 
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reasonable information to any prospective Investor prior to the consummation of the sale of the 
Securities. 
 
This Form C does not purport to contain all of the information that may be required to evaluate 
the Offering and any recipient hereof should conduct its own independent analysis. The 
statements of the Company contained herein are based on information believed to be reliable. No 
warranty can be made as to the accuracy of such information or that circumstances have not 
changed since the date of this Form C. The Company does not expect to update or otherwise 
revise this Form C or other materials supplied herewith. The delivery of this Form C at any time 
does not imply that the information contained herein is correct as of any time subsequent to the 
date of this Form C. This Form C is submitted in connection with the Offering described herein 
and may not be reproduced or used for any other purpose. 
 
SUMMARY  
 
The following summary is qualified in its entirety by more detailed information that may appear 
elsewhere in this Form C and the Exhibits hereto. Each prospective Investor is urged to read this 
Form C and the Exhibits hereto in their entirety.  
 
THE FRANKLIN 107 EAST PARK, LLC (the “Company”) is a South Carolina Limited 
Liability Company, formed on October 21, 2022.  
 
The Company is located at 107 E Park Ave, Greenville, SC 29601. 
 
The information available on or through our website is not a part of this Form C. In making an 
investment decision with respect to our Securities, you should only consider the information 
contained in this Form C.  
 
The Property  
 

Property name Address Property type 

THE FRANKLIN 107 EAST 
PARK, LLC 

107 E. Park Ave 
Greenville, SC 29601 Multi-tenant commercial 

 
 
The Offering  
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Minimum amount of Membership Units 
being offered 725,000 

Total Membership Units Offering (if 
minimum amount reached)* 725,000 

Maximum amount of Membership Units 1,235,000 

Total Membership Units outstanding after 
Offering (if maximum amount reached)* 1,235,000 

Purchase price per Security $1.00  

Minimum investment amount per investor $2,500.00 

Offering deadline January 31, 2023 

Use of proceeds See the description of the use of proceeds 
herein. 

Voting Rights See the description of the voting rights herein.  
 
* Does not include units received as compensation for a successful raise with Vicinity 
 
PROPERTY AND THE BUSINESS  
 
The Company intends to invest in one property located at 107 East Park Avenue, Greenville, 
South Carolina (the “Property”) 
 
Description of the Property  
 
The Property is an existing 1917 house that has been converted into private offices. The 
Company has the Property under contract and intends to close the acquisition immediately upon 
successful funding of this offering.  The Company will then renovate the Property to upgrade and 
expand the rentable area. 
 
Property Manager 
 
The Company is managed by The Franklin 107 East Park Manager, LLC, a South Carolina 
limited liability company owned by Franklin Real Estate Development, LLC.  The Company 
expects the Manager or Franklin Real Estate Development as the property manager.  
 
Property Revenue 
 
Revenue will be generated by office tenants’ occupancy upon construction completion.  The 
Company expects to lease half of the building (five offices totaling 1,144 rentable square feet) to 
Franklin Real Estate Development, LLC for $7,750 monthly/average $89 per square foot. The 
Company expects that the lease will be a gross lease and the term will be for ten years with 
annual increases of 3%.  The Company has not entered into the lease yet, and the terms will 
depend upon the bank. 
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Property Condition 
 
The budget includes all costs related to historic rehabilitation and redevelopment of the property 
to expand and renovate the building and all improvements on the Property.  
 
Competition 
 
Rentable office space is a highly competitive market. The plan is to create unique, high-end 
private offices for the business person/small company where privacy and professionalism are of 
the utmost importance. Every office is acoustically insulated.  
 
Financing 
 
In addition to $1.235 million of equity, the Sponsor is contributing $99,288 of equity and 
anticipates bank financing of $1.489 million to complete the acquisition and renovation. 
 
Tenants 
 
The sponsor intends to occupy 50% of the space and plans to pre-lease the additional space 
professionals in the Greenville, South Carolina market. 
 
Regulation 
 
The project is subject to the following regulations  
 

Government agency Type of approval Application Date 

Greenville County Building & Site Permits 2022 and 2023 
 
Ownership 
 
The table below lists the name of each direct or indirect owner of 20% or more of the beneficial 
ownership interests in the Company and the percentage owned: 
 

Name % owned 

Kurt Wallenborn 100% 
 
 
Other Property Information 
 
Business Plan  
 
Listed on the National Register of Historic Places, the project will undergo a full-scale 
restoration, renovation and addition per the National Park Service’s standards. The Sponsor is in 
the process of securing Federal and State historic tax credits for the project. An addition will be 
constructed to accommodate a break room, additional private offices, and ADA-accessible 
restrooms. Offices will be leased individually, with all expenses and amenities included in the 
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rent. Each office will be acoustically insulated to provide privacy. The plan is to close on the 
project in Q4 2022. Existing Leases will remain in place until tenants are relocated; upon which 
the redevelopment of the property will commence.  
The goal is to complete construction within 7 months after construction starts. 
 
Marketing is focused on professionals with established businesses that need private, high-end 
office space and require a downtown location. 
 
Gross Rents will start at $1,200 monthly and up to $2,000 monthly for larger offices. As part of 
the financing of this project, the Company intends to lease 50% of the Property to Franklin Real 
Estate Development, LLC. The Company is also in discussion with multiple tenants for the 
offices and intend to lease promptly. 
 
Managing Entity  
 
The Company is managed by 107 East Franklin Manager, LLC.    
 
Litigation  
 
The Company is not involved in any open litigation or lawsuits 
 
Intellectual Property  
 
The Company is not dependent on intellectual property 
 
Other  
 
The Company conducts business in Greenville, South Carolina. 
 
Because this Form C focuses primarily on information concerning the Company rather than the 
industry in which the Company operates, potential Purchasers may wish to conduct their own 
separate investigation of the Company’s industry to obtain greater insight in assessing the 
Company’s prospects. 
 
USE OF PROCEEDS  
 
The following table lists the use of proceeds of the Offering if the Minimum Amount and 
Maximum Amount are raised. 
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Use of Proceeds 
% of Minimum 

Proceeds 
Raised 

Amount if 
Minimum 

Raised 

% of Maximum 
Proceeds 
Raised 

Amount if 
Maximum 

Raised 

Intermediary 
Fees 4.0% $29,000 4.0% $49,400 

Acquisition of 
property 92.4% $670,000 54.3% $670,000 

Professional 
Fees 3.6% $26,000 3.5% $44,000 

Renovations 0.0% $0 38.2% $471,600 

Total 100.00% $725,000 100.00% $1,235,000 
 
The Use of Proceeds chart is not inclusive of payments to financial and legal service providers, 
escrow related fees, and payment in the form of securities to Vicinity, all of which may be 
incurred in preparation or completion of the campaign and may be due in advance of the closing 
of the campaign.  
 
If the Company only raises the minimum amount or less than approximately $950,000, the 
Company will not be able to complete all of its planned renovations and will not go forward on 
the initial acquisition and improvement, unless the Company is successful in finding financing 
source elsewhere, such as through debt or other capital raises. The Company still plans on 
completing the project fully and the amount raised (combined with the Company’s ability to 
obtain debt) will impact how much the Company can complete. The additional proceeds above 
$950,000 may be used on renovations instead of debt capital and as a way to offset total debt 
needed. 
 
The Company does have discretion to alter the use of proceeds as set forth above.  
 
MANAGER, OFFICERS AND EMPLOYEES  

Manager 

 
The Manager of the Company is 107 East Park Manager, LLC, a South Carolina limited liability 
company (the “Manager”) that is owned by Franklin Real Estate Development, LLC, which is 
wholly owned and managed by Kurt Wallenborn.  Kurt Wallenborn is the sole manager and 
officer of the Manager and will oversee the Property on a part-time basis, given his substantial 
responsibilities for Franklin Real Estate Development, LLC.   
   
The principal occupation and employment responsibilities of Kurt Wallenborn during at least 
the last three (3) years with start and ending dates (including company name and location) 
 
Nov 2019 - Present: Owner/Principal, Franklin Real Estate Development - Greenville, SC 
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Franklin Real Estate Development was created to provide solutions to complex real estate 
developments by planning, organizing, and implementing the strategy to create the highest 
quality properties for owners, investors, companies, and communities. The company provides 
real estate/development consulting, development, and asset management services. 
 
Sep 2018 - Nov 2019: Development Manager, Centennial American Properties - Greenville, SC 
  
Kurt was responsible for managing and coordinating large-scale, national self-storage 
development platform. Experience and function included: Managed development process and 
schedules with internal and external project management programs, coordinated with internal 
team and joint venture partner in managing timelines and deadlines for development projects, 
conducted market research for target markets and performed site selection within specified 
markets, and negotiated contracts, letter of intents and other legal documents.  
 
Education 
Clemson University 
Master of Real Estate Development (MRED) 
2016-2017 
Virginia Commonwealth University 
Real Estate, Business 
2009 – 2012 
 
Employees  
 
The Company currently has no employees. 
 
CAPITALIZATION AND OWNERSHIP  
 
Capitalization  
 
The Company has issued the following outstanding Securities: 
 

Type of security Membership Units 

Amount outstanding 99,288 

Voting Rights Yes 

Anti-Dilution Rights No 

How this Security may limit, dilute or 
qualify the Securities issued pursuant to 

Regulation CF 

This is the same Security being offered in this 
Offering. 

Percentage ownership of the Company by 
the holders of such Securities  100% 

 
 
At the time of this offering, Kurt Wallenborn owns all outstanding Membership Units for 100% 
of the Company. 
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The Company has no debt outstanding, but the Company intends to incur indebtedness to assist 
with the rehabilitation of the Property. Though not a certainty, the initial bank loan is anticipated 
to be a fixed interest rate loan with a 5.5 – 7.5% interest rate, a 3-5 year maturity, and a 20-25 
year amortization schedule. The bank may require personal guarantors on the loan which would 
include Kurt Wallenborn and/or an additional party. 
 
The Company has not conducted any Securities offerings in the past three years. 
 
Ownership  
 
Kurt Wallenborn has contributed $99,288 to the Company as of the date hereof.  Kurt is the sole 
owner of the Company at this time.  Set forth below are the beneficial owners of 20% or more of 
the Company’s outstanding voting equity securities, calculated on the basis of voting power, 
along with the amount they own. 
 

Name Percentage Owned Prior to Offering 

Kurt Wallenborn 100.0% 
 
 
FINANCIAL INFORMATION  
 
Please see the financial information listed on the cover page of this Form C and attached 
hereto in addition to the following information. Financial statements are attached hereto as 
Exhibit A. 
 
Operations  
 
We are a pre-revenue company and our primary expenses consist of design and development 
costs for the renovation of the Property.  Outside of lease revenue that may be earned before the 
renovation is started, the Company does not anticipate generating revenue until renovation is 
complete in 2023. 
 
There are no historic revenues or costs of goods, as the Company was formed in October 2022.   
 
The Company intends to achieve profitability in the next 12 months by continuing to pre-lease 
the space and complete renovation so leases can begin in a timely manner. 
 
Financial milestones include the following targets: 

• Site Acquisition of $670,000 – December 2022 

• Bank loan closing of $1.489 million – Q1 2023 

• Construction begins – Q1 2023 

• Construction complete, leases begin - Q3/Q4 2023 
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Liquidity and Capital Resources  
 
The Offering proceeds are a key part of our development plan, as the Company could not acquire 
the Property or conduct the renovation. 
 
The Company has the following sources of capital in addition to the proceeds from the Offering: 
 

• Sponsor equity investment of Kurt Wallenborn totaling $99,288. 
 
Total minimum capital needs for the project’s viability are estimated at $2.482 million, sourced 
from the existing sponsor equity, this Regulation Crowdfunding offering, and bank debt. 
 
Capital Expenditures and Other Obligations  
 
The Company intends to make the following material capital expenditures in the future: 
 

- Materials and labor to renovate historic building for leasable office space 
 
 
Material Changes and Other Information  
 
Trends and Uncertainties  
 
After reviewing the above discussion of the steps the Company intends to take, potential 
Purchasers should consider whether achievement of each step within the estimated time frame is 
realistic in their judgment.  Potential Purchasers should also assess the consequences to the 
Company of any delays in taking these steps and whether the Company will need additional 
financing to accomplish them. 
 
The financial statements are an important part of this Form C and should be reviewed in their 
entirety. The financial statements of the Company are attached hereto as Exhibit A. 
 
 
THE OFFERING AND THE SECURITIES  
 
The Offering  
 
The Company is offering up to 1,235,000 Membership Units for up to $1,235,000.00. The 
Company is attempting to raise a minimum amount of $725,000.00 in this Offering (the 
“Minimum Amount”). The Company must receive commitments from investors in an amount 
totaling the Minimum Amount by January 31, 2023 (the “Offering Deadline”) in order to receive 
any funds. If the sum of the investment commitments does not equal or exceed the Minimum 
Amount by the Offering Deadline, no Securities will be sold in the Offering, investment 
commitments will be cancelled, and committed funds will be returned to potential investors 
without interest or deductions. The Company has the right to extend the Offering Deadline at its 
discretion. The Company will accept investments in excess of the Minimum Amount up to 
$1,235,000.00 (the “Maximum Amount”) and the additional Securities will be allocated at the 
Company’s discretion. 
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The price of the Securities does not necessarily bear any relationship to the Company’s asset 
value, net worth, revenues or other established criteria of value, and should not be considered 
indicative of the actual value of the Securities. 
 
In order to purchase the Securities, you must make a commitment to purchase by completing the 
Subscription Agreement. Purchaser funds will be held in escrow with North Capital Private 
Securities until the Minimum Amount of investments is reached. Purchasers may cancel an 
investment commitment until 48 hours prior to the Offering Deadline or the Closing, whichever 
comes first using the cancellation mechanism provided by the Intermediary.  
 
The Company will notify Purchasers when the Minimum Amount has been reached. If the 
Company reaches the Minimum Amount prior to the Offering Deadline, it may close the 
Offering at least five (5) days after reaching the Minimum Amount and providing notice to the 
Purchasers.  
 
If any material change (other than reaching the Minimum Amount) occurs related to the Offering 
prior to the Offering Deadline, the Company will provide notice to Purchasers and receive 
reconfirmations from Purchasers who have already made commitments. If a Purchaser does not 
reconfirm his or her investment commitment after a material change is made to the terms of the 
Offering, the Purchaser’s investment commitment will be cancelled and the committed funds 
will be returned without interest or deductions.  
 
If a Purchaser does not cancel an investment commitment before 48 hours prior to the 
Offering Deadline or the Closing, the funds will be released to the Company upon closing 
of the Offering and the Purchaser will receive the Securities in exchange for his or her 
investment.  
 
Any Purchaser funds received after the initial closing will be released to the Company upon a 
subsequent closing and the Purchaser will receive Securities via Electronic Certificate/PDF in 
exchange for his or her investment as soon as practicable thereafter.  
 
Subscription Agreements are not binding on the Company until accepted by the Company, which 
reserves the right to reject, in whole or in part, in its sole and absolute discretion, any 
subscription. If the Company rejects all or a portion of any subscription, the applicable 
prospective Purchaser’s funds will be returned without interest or deduction. 
 
The minimum amount that a Purchaser may invest in the Offering is $2,500.00. 
 
The Offering is being made through Vicinity, LLC, the Intermediary.  The following two fields 
below set forth the compensation being paid in connection with the Offering. 
 
Commission/Fees 
 
4.0% of the amount raised, in the form of cash+ 2% of the amount raised, in the form of 
securities. 
 
Transfer Agent and Registrar 
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The Company does not plan to use a transfer agent and registrar for the Securities at this point 
and will handle this internally. 
 

SUMMARY OF KEY TERMS FROM THE OPERATING AGREEMENT 
 
The following is a brief summary of certain provisions of the Company’s Operating Agreement, 
a copy of which is attached as Exhibit B to this Form C.  Each prospective investor should read 
this summary and the Operating Agreement before investing.  The following description is a 
summary only, is not intended to be complete, and is qualified in its entirety by reference to the 
Operating Agreement itself.  Capitalized terms not defined herein have the meaning ascribed to 
them in the Operating Agreement. 
 
Contributions  
 
The Company intends to require a minimum Capital Contribution from each Member of $2,500, 
although the Manager, in its sole discretion, may accept Capital Contributions for lesser 
amounts.   
 
Distributions 

The Company will have a different interim distribution order and priority depending upon 
whether The Company is distributing Net Cash from Operations or Net Cash from Capital 
Events.  Net Cash from Operations will be distributed from time to time in the Manager’s 
discretion to the Members in the following order and priority: 
 

First, 100% to the Investors (excluding the Manager and its Affiliates to the extent that 
they are Investors) until the Investors have received total cash distributions equal to eight 
percent (8.00%) of their unrecovered Capital Contributions (“Preferred Return”).  It will 
be cumulative and non-compounding, such that any unpaid Preferred Return for a given 
year will accrue and be caught up in accordance with these distribution provisions; and 
 
Second, 60% to the Investors and 40% to the Manager. 

 
Net Cash from Capital Events and liquidating distributions will be distributed from time to time 
in the Manager’s discretion to the Members in the following order and priority: 
 

First, to the Investors to the extent they have not received their Preferred Return from 
operating distributions; 
 
Second, to the Investors to the extent of their Capital Contributions; and 

 
Third, 75% to the Investors and 25% to the Manager. 

 
“Net Cash from Operations” shall mean the gross cash proceeds available to the Company from 
any source that is available for distribution to the Members other than Net Cash from Capital 
Events, less the portion thereof used to pay or establish reasonable reserves for Company 
expenses, debt payments, capital improvements, management fees, replacements and 
contingencies, as determined by the Manager.  Rental income will be Net Cash from Operations. 
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“Net Cash from Capital Events” shall mean net cash proceeds after closing costs and expenses 
from a Capital Event.  “Capital Event” shall mean any of the following events that do not result 
in the dissolution and liquidation of the Company: (1) the sale of any part of the Property; (2) the 
condemnation of any part of the Property,  except for temporary easements and the like; (3) 
receipt of net recoveries of damage awards and insurance proceeds (other than rental interruption 
insurance proceeds) which funds are not otherwise needed for repair or reconstruction of 
improvements of the Property; or (4) receipt of the net proceeds from any mortgages on the 
Property or any other loans or borrowings of The Company, including, without limitation, loans 
from any Member, other than the bank loan. 
 
Any tax credits allocated to the Members will be treated as a return of capital and thus will 
reduce their “Capital Contributions” and thus reduce the preferred return amount and the 
amount that Investors will receive in a capital event or liquidation. 
 
Allocations of Profits and Losses 

The Company will use targeted tax allocations to allocate profits and losses to the 
Members and the Manager.   

Management 
 

In general, the Manager of the Company will have the complete authority and exclusive 
control to conduct any business on behalf of the Company without the consent of any Member.  
The Manager of the Company is The Franklin 107 East Park Manager, LLC.  The Manager may 
not be removed as Manager except for cause, which is narrowly defined.   

 
Restrictions on Transfer 

 In general, except for the withdrawal right, the Interests may not be voluntarily or 
involuntarily transferred or resold until the transferor and transferee provide assurances to the 
Company that the transfer will not violate the Securities Act or applicable state securities law.  In 
addition, Members may not pledge, transfer, convey, encumber, assign, sell or exchange all or 
any part of their respective Interests without the prior written consent of the Manager, both as to 
the transfer and as to the substitution of the transferee as a Member.  Accordingly, prospective 
investors in the Company must be willing to bear the economic risk of an investment in the 
Company for the period of time stipulated in the withdrawal provisions of the Operating 
Agreement.  Reg CF also imposes transfer restrictions on Investors during the first year of 
investment.   
 
Repurchase Rights by the Company 
 
 In the Manager’s discretion, the Company may purchase all, or less than all, of the Units 
held by an Investor. Upon the purchase of the Units, the Company shall deliver to each Investor 
a cash payment determined by the Managers based on the fair market value of the Company for 
the Units.  
 
Books and Records 

The Company shall maintain its books and records at its principal place of business.  
Each Member will have access thereto at all reasonable times. 
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Indemnification of the Manager 
 

In general, the Manager, the principals, their affiliates and their respective officers, 
directors, members, managers, partners, shareholders, employees and, as determined by the 
Manager, consultants or agents (the “Indemnified Parties”) will not be liable to the Company or 
to the Members, or any of their affiliates, for any act or omission performed by any of them, 
unless such act or omission results from the Indemnified Party’s gross negligence or willful 
misconduct.  The Company will indemnify, defend and hold all Indemnified Parties harmless 
from and against any and all claims, liabilities, costs and expenses, including legal fees, arising 
out of or in connection with any action taken or omitted by any Indemnified Party, unless such 
action or omission results from such Indemnified Party’s gross negligence or willful misconduct. 

No Anti-Dilution Rights  

The Units do not have anti-dilution rights. 

Dissolution and Winding Up 

The happening of an event of withdrawal with respect to a Member shall not cause the 
dissolution of the Company.  The bankruptcy, death, dissolution, liquidation, termination or 
adjudication of incompetency of a Member shall not cause the termination or dissolution of the 
Company and the business of the Company shall continue.  The Company will be dissolved only 
upon the happening of any of the following events, unless otherwise provided in the Delaware 
Limited Liability Company Act: the Manager chooses to dissolve the Company consistent with 
the Operating Agreement; the entry of a final judgment, order or decree of a court of competent 
jurisdiction adjudicating the Company to be bankrupt and the expiration without appeal of the 
period, if any, allowed by applicable law in which to appeal; at such time that the Company no 
longer has any Members; or the entry of a decree of judicial dissolution or the issuance of a 
certificate for administrative dissolution under the Delaware Limited Liability Company Act. 

Following the dissolution of the Company, in general, all creditors of the Company will 
be paid first including any members who are creditors.  There will then be a period of orderly 
liquidation during which the remaining assets of the Company will be distributed to the 
members, in general, in the order and priority set forth in the distributions section above for 
capital events. 

 
Amendment 
 

In general, the Operating Agreement may be substantively amended by the Manager 
without any Member vote unless such amendment materially and adversely affects Members. 

 
Power of Attorney 

 
The Operating Agreement, the terms of which will be adopted by each Member, contains 

a power of attorney irrevocably appointing the Manager as the attorney-in-fact of each Member 
to execute, acknowledge, swear to, verify, deliver, file, and publish as required (1) any 
agreement, document or instrument pertaining to the sale, transfer, conveyance or encumbrance 
of all or any portion of the assets of the Company in accordance with the terms of the Operating 
Agreement; (2) any document or instrument that might be required or permitted to be filed under 
the laws of any state or of the United States, or that the Manager shall deem necessary, desirable 



 

22  

or advisable to file; and (3) all instruments necessary to effect dissolution, termination, and 
liquidation of the Company and cancellation of the Operating Agreement when otherwise 
provided in the Operating Agreement. 

 
New Members 
 

The Manager may, without the consent of the existing Members, admit new Members to 
the Company.   
 
RISK FACTORS  
 

RISK FACTORS 
 An investment in the Units involves various risks and uncertainties. You should carefully 
consider the following risk factors in conjunction with the other information contained in this 
confidential Form C before purchasing our Units. The risks discussed in this Form C can 
adversely affect our business, operating results, prospects and financial condition, and cause the 
value of your investment to decline.  The risks and uncertainties discussed below are not the only 
ones we face but do represent those risks and uncertainties that we believe are most significant 
to our business, operating results, prospects, and financial condition. You should carefully 
consider these risks together with all of the other information included in this confidential Form 
C before you decide to purchase any of our Units. 
 
Risks Relating to the Property 
 
Real Estate Operations Generally.   
 

Investments in real estate generally are subject to various risks including: adverse 
changes in economic conditions; adverse local market conditions (such as an oversupply of space 
or a reduction in demand for space); zoning laws and other governmental rules; environmental 
claims; lack of marketability; and other factors beyond the control of the Manager.  The status of 
the national economy, including substantial unemployment and concurrent inflation, could 
decrease rental rates and increase operating expenses, which, in turn, could substantially increase 
the risk of operating losses for the Company.  The ability of the Company to realize a profit will 
depend in large part upon its ability to obtain a high level of occupancy. Adverse impacts on the 
investments may result from a number of factors, many of which cannot be controlled and which 
affect real estate generally, including changes in demographics, roadways and traffic patterns, 
increased real estate taxes and utilities, and increased operating and maintenance costs.   
 
Property-Related Regulatory Risks. 
 

An investment in a Property is subject to various federal, state, and local laws and 
regulations, including building codes, regulations pertaining to fire safety, and handicapped 
access and other regulations which may be enacted from time to time.  The Company’s 
performance may be adversely affected by significant costs required to comply with any future 
changes in such regulations. 
 
Hospitality Real Estate Investments Risks. 
 

The Company’s economic performance and value are subject to many risks, including the 
failure for any reason of the Property to generate revenues sufficient to meet its operating 
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expenses, including debt service, the Company’s cash flow and ability to pay distributions to its 
equity holders, or even to meet its obligations to any lender.  Local market conditions may also 
significantly affect rental rates, and the Property’s operating performance.  In any such case, the 
value of the Property, and thus of the Company, and the investor’s investment may be adversely 
affected.  Factors outside the Company’s control that make the Company, Property, and the 
investor’s investments susceptible to the risks applicable to owning real estate generally include: 

• unfavorable trends in the national, regional or local economy, including changes in 
interest rates or the availability of financing as well as plant closings, industry 
slowdowns, a decline in household formation or employment (or lack of employment 
growth), conditions that could cause an increase in the operating expenses of the 
Company (such as increases in property taxes, utilities, compensation of on-site 
personnel and routine maintenance), and other factors affecting the local economy; 

• adverse changes in local real estate market conditions, such as a reduction in demand for 
(or an oversupply of) assets such as the Property or increased competition; 

• construction or physical defects in the Property that could affect its market value or cause 
the Company to make unexpected expenditures for repairs and maintenance; 

• adverse use of adjacent or neighboring real estate; 
• changes in real property tax rates and assessments, zoning laws or regulatory restrictions, 

including rent control or rent stabilization laws or other laws regulating similar property 
that could limit the Company’s ability to increase rents or to sell a property; and  

• damage to or destruction of any of the buildings comprising the Property, or other 
catastrophic or uninsurable losses, which may thereafter be impossible to repair or 
replace due to changes in building, zoning or planned development uses that have come 
into effect. 
 
These factors, among others, may reduce the income or value of the Property and thus 

may have an adverse impact on the operations of that Property and the value of the investors’ 
investments. 
 
Real estate is a long-term illiquid investment that may be difficult to sell in response to 
changing economic conditions. 
 

Real estate is generally a long-term investment that cannot be quickly converted to cash.  
Therefore, the ability to liquidate the Property promptly in response to economic or other 
conditions will be limited, which will affect the investors’ investments.  Real estate investments are 
also subject to adverse changes in general economic conditions or local conditions that may reduce 
the demand for a Property.   Due to these factors, forced liquidation or sale of the Property by the 
Company may cause the Property to be liquidated in poor market conditions and thus an investor’s 
investment may be negatively impacted.  In this regard, the Manager may desire to hold the 
Property for a longer time than you may desire.   
 
General Risks Relating to Ownership and Operation of a Property.  
 

Certain expenditures associated with the Property will be fixed (principally mortgage 
payments, if any, real estate taxes, and maintenance costs) and will not necessarily decrease due to 
events adversely affecting the owner’s income from the Property and the investors’ investments.  
No assurance can be given that certain assumptions as to the future profits from the Property will 
be accurate, since such matters will depend on events and factors beyond the Company’s control. 
These factors include, among others: 
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• adverse changes in local and national economic conditions; 
• changes in the financial condition of renters, buyers, and sellers of similar property; 
• changes in the availability of debt financing and refinancing; 
• changes in the relative popularity of the Property and in real estate as an investment class; 
• changes in interest rates, real estate taxes, and operating and other expenses; 
• changes in market capitalization rates; 
• changes in, and to the application and interpretation of, environmental laws and 

regulations, zoning laws and regulations, other governmental laws, and regulations and 
changes in fiscal policies; 

• changes in utility rates; 
• changes in market rates; 
• development and improvement of competitive properties; 
• ongoing development, capital improvement, and repair requirements; 
• risks and operating problems arising out of the presence of certain construction materials; 
• environmental claims arising in respect of real estate acquired with undisclosed or 

unknown environmental problems or as to which adequate reserves had not been 
established; 

• physical destruction and depreciation of equipment and property; 
• damage to and destruction of the Property, including uninsurable losses (such as damage 

from wind storms, earthquakes, hurricanes, or acts of terrorism); 
• acts of God; 
• changes in availability and cost of insurance; 
• unexpected construction costs; 
• increases in the costs of labor and materials; 
• material shortages; and 
• labor strikes. 

 
Competition from Other Properties. 
 

The Property will compete with comparable commercial office properties.  Competition 
in the identified target markets areas is significant and likely to increase during the anticipated 
investment term, and may affect the Property’s vacancy levels, rental rates and operating 
expenses.  Moreover, if development of properties similar to the Property by other operators 
were to increase, competition with the Property could intensify.  Competition in the local market 
could decrease the Company’s ability to rent office space or increase rents, cause an increase in 
operating expenses, make refinancing the bank loan more difficult or impossible, make a sale of 
the Property more difficult or less profitable, or otherwise make it difficult or impossible to 
operate the Property profitably. 

 
An investment in the Units is subject to the risk that the Property may not be able to attract 

or maintain a sufficient occupancy rate and/or average rental rate.  Other properties may offer 
superior amenities, a superior location, perceived superior management or other advantages over 
the Property.  The adverse impact of competition may be greater during times of local or general 
economic downturns.  The general effect of such competition may be a decrease in the 
occupancy rate, a decrease in rental rates, or both, which in turn will mean a decrease in our 
revenues.  Although we believe the Property will be well positioned to compete in its market, 
there are a number of existing competing properties, and others may be developed, in the 
Property’s market area. 
 
Risks of Distributions in Availability of Commercial Office Space at the Property. 
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The Company’s business will be dependent on the availability of commercial office space 
at the Property.  Any disruptions in the availability of office space at the Property, including, 
without limitation, as a result of adverse weather conditions, floods, earthquakes, other natural 
disasters, strikes, wars, terrorism, human error or malfeasance or other reasons, could have a 
material adverse effect on Property business, results of operations or financial condition. 
 
Potential Environmental Liabilities.   
 

Under various federal, state and local laws, ordinances and regulations, an owner or 
operator of real property may be liable for the costs of removal or remediation of certain 
hazardous or toxic substances on or in such property.  Such enactments often impose such 
liability without regard to whether the owner or operator knew of, or was responsible for, the 
presence of such hazardous or toxic substances.  The cost of any required remediation and the 
owner’s or operator’s liability therefor as to any property is generally not limited under such 
enactments and could exceed the value of the property or the aggregate assets of the owner.  The 
presence of such substances, or the failure to properly remediate such substances, may adversely 
affect the owner’s ability to sell such property or to borrow using such property as collateral. 
 
 
 
 
Costs associated with complying with the Americans with Disabilities Act.   
 

The Company’s properties may be subject to the Americans with Disabilities Act of 
1990, as amended (ADA). Under the ADA, all places of public accommodation are required to 
comply with federal requirements related to access and use by disabled persons. The ADA has 
separate compliance requirements for “public accommodations” and “commercial facilities” that 
generally require that buildings and services be made accessible and available to people with 
disabilities. The ADA’s requirements could require removal of access barriers and could result in 
the imposition of injunctive relief, monetary penalties or, in some cases, an award of damages. 
Any funds used for ADA compliance will reduce the Company’s net income and the amount of 
cash available for distributions to the Company’s investors. 
 
Leverage.   
 

The Property will be leveraged and subject to substantial mortgage indebtedness.  As a 
result of such leveraged position, an increase in the value of the investments could result in 
substantial benefits to the Company, upon resale of the investments.  Conversely, a decrease in 
the value of the Property could result in the Company being unable to sell the Property for a 
price sufficient to return to the Members their investment in the Company.  
 
Access to Necessary Debt Funding. 
 
 Debt financing will be needed in addition to equity in this project. There is risk to not 
being able to obtain the necessary bank capital or receiving terms that are not favorable for the 
project. Risks include but are not limited to the interest rate, loan-to-cost requirements, guarantee 
requirements of Kurt Wallenborn and potentially other guarantors, the amortization schedule, 
and the term. 
 
Risk of Foreclosure.   



 

26  

 
It is contemplated that the gross revenues to be derived from the operation of the Property 

will be sufficient to cover the expenses of maintaining and operating the Property, including 
servicing any applicable debt financing.  However, no assurance exists that such gross revenues 
will always be sufficient to cover such expenses. Failure by the revenues generated by the 
Property to meet the obligations under any applicable debt financing could result in loss of the 
Property through foreclosure and, thus, the investors losing their investment. Moreover, many 
forms of debt financing will have terms that will require a substantial “balloon payment” at 
maturity.  It is anticipated that the Property will be sold or refinanced at or prior to the time of 
the maturity.  The ability to repay any debt financing will be dependent upon the ability to sell 
the Property for more than the balloon amount or to obtain adequate refinancing at the respective 
due date.  Failure to sell the Property or to obtain the necessary refinancing when needed could 
result in a foreclosure of the investments. 
 
Rising Interest Rates.   
 

It is possible interest rates will change during the time of the Company’s ownership of 
the Property. The changes in interest rates could have unforeseen and potentially negative 
impacts on the returns of the Company. Accordingly, increases in interest rates would increase 
the interest costs of the Company’s investment, which could materially and adversely affect the 
results of operations and ability to pay amounts due on the outstanding debt.   
  
 
 
 
 
Renovation Risks.   
 

The Company intends to perform renovations in some form on the Property. Renovation 
costs may exceed original estimates due to events beyond the control of the Company’s 
development partners, including: 

 
 •  increased costs for or any unavailability of materials or labor; 
 •  building restrictions; 
 •  environmental impact studies by the government; 
 •  weather delays;  
 •  increased interest costs due to rising interest rates; and 
 •  any financial instability of the developer or any contractor. 
 
The Company may also be unable to complete renovations on schedule, which could result in 
increased debt service expense or construction costs and loss of rents until the applicable 
property is ready for occupancy.  Additionally, the time required to recoup renovation costs and 
to realize a return, if any, on those costs could be prolonged and delayed. Additionally, the 
Property could have unforeseen maintenance issues or require updates or renovations that are not 
currently contemplated. Accordingly, the ability of the Property to generate returns could be 
negatively impacted if the Company is forced to spend unexpected capital to address unforeseen 
issues with the Property. 
 
Losses from Natural Catastrophes.   
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The Property will be covered by insurance believed to be customary in amount and type 
for real property assets.  Some losses of a catastrophic nature, such as losses from floods or high 
winds, may be subject to limitations. The properties in which the Company may invest may not 
be able to maintain insurance at a reasonable cost or in sufficient amounts to protect against all 
potential losses.  Further, insurance costs could increase in future periods.  If the Property suffers 
a substantial loss, insurance coverage may not be sufficient to pay the full current market value 
of the lost investment. Inflation, changes in building codes and ordinances, environmental 
considerations, and other factors also might make it impractical to use insurance proceeds to 
replace a damaged or destroyed property. 
 
COVID-19 Related Losses.   
 

The COVID-19 pandemic has had, and may continue to have, certain negative impacts on 
the business and operations of the Property.  The pandemic has significantly impacted worldwide 
economic conditions.  In response to the COVID-19 pandemic, governmental authorities took 
measures to limit the spread of the outbreak, including mandatory business closures, travel 
restrictions, quarantines, declarations of states of emergency, “stay-at-home” or “shelter-in-
place” orders and social distancing protocols, in addition to seeking voluntary facility closures 
and other restrictions. Similar measures could materially adversely affect the Company’s future 
ability, and the Property’s future ability, to adequately staff, manage and maintain its and their 
respective businesses. Furthermore, the Company’s future investment performance and the 
Property’s results of operations, cash-flows and liquidity could be adversely impacted by 
COVID-19 or a similar pandemic. 
 

The severity of the potential impact of the COVID-19 or other pandemic on the Company 
and the Property may depend on a number of factors, including, but not limited to, the duration, 
spread, severity and impact of the pandemic, the remedial actions and stimulus measures adopted 
by local and federal governments, and the extent to which normal economic and operating 
conditions can resume, all of which are uncertain and cannot be predicted. The inherent 
uncertainty surrounding COVID-19, due in part to rapidly changing governmental directives, 
public health challenges and progress, and market reactions thereto, also makes it more 
challenging for the Manager to estimate the potential impact and the future performance of the 
Company and the Property. Accordingly, any potential negative financial impact to the Company 
or the Property cannot be reasonably estimated at this time, but could be material and last for an 
extended period of time. 

War in Ukraine. 

 In February 2022, Russia invaded and attacked Ukraine.  As a result, the United States 
and numerous other countries have imposed sanctions on Russia and Belarus.  It is unclear at this 
point whether this war will be isolated to Ukraine or whether the United States or other countries 
will become involved.  It is also unclear what impact the sanctions and the war itself will have on 
the United States economy.  The effect of war and related events, including those described 
above and those not yet known or knowable, could have a negative effect on the business 
prospects, financial condition and results of operations of the Company, including as a result of 
market volatility, market downturns, changes in consumer behavior, business closures, and 
business interruptions.  Given the ongoing and dynamic nature of the circumstances, it is not 
possible to predict the ultimate impact of the war on the business prospects, financial condition, 
or results of operations of the Company.    
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Impact of Government Regulations on the Property.  
 

Government authorities at all levels are actively involved in the regulation of land use 
and zoning, environmental protection and safety and other matters affecting the ownership, rental 
rates, use and operation of real property. Regulations may be promulgated that could restrict or 
curtail certain usages of existing structures, or require that such structures be renovated or altered 
in some manner. The promulgation and enforcement of such regulations could increase expenses, 
and lower the income or rate of return, as well as adversely affect the value of any aspect of the 
Property. Operators are also subject to laws governing their relationship with employees, 
including minimum wage requirements, overtime, working conditions and work permit 
requirements. Compliance with, or changes in, these laws could reduce the revenue and 
profitability of the Company. 

 
Additionally, the Property may be subject to takings or eminent domain by the 

government. Any such exercise of eminent domain would allow the Company to recover only 
the fair value of the Property. “Fair value” could be substantially less than the real market value 
of the Company’s internal assessment of value of the Property for a number of years, and the 
Company could effectively have no profit potential from the Property acquired by the 
government through eminent domain. 
 
Risks and Conflicts of Interest Relating to the Company’s Operations 

No Assurance of Profit, Cash Distributions, Appreciation, or Rate of Return.   

The Company has no previous operating history and will be entirely dependent upon the 
Manager. While the Manager intends to make investments that have estimated returns 
commensurate with the risks undertaken, there can be no assurance of success. There can be no 
assurance that (i) investments by the Company will achieve returns comparable to those achieved 
in the transactions undertaken previously by the principals or their affiliates; (ii) the Company 
will achieve its targeted returns; or (iii) an investment, once made, will be profitable or that a 
Member’s interest in such investment will have economic value.  Historical returns achieved by 
affiliates of the Manager are not predictions of future performance.  In addition, there can be no 
assurance that investments will generate cash flow available for distribution to Members or that 
the Manager will be able to liquidate the Company’s investments on favorable terms. 

No Relation to Other Investment Results. 

The prior investment results of the Manager, the principal, or their respective affiliates, 
including investment results achieved with their prior firms or any other person or entity 
described in this Form C, are provided for illustrative purposes only and are not indicative of the 
future investment results of the Company. There can be no assurance that the investment of the 
Company will perform as well as the past investments described in this Form C or that the 
Company will be able to avoid losses.  While the Manager intends for the Company to make an 
investment that has estimated returns commensurate with the risks undertaken, there can be no 
assurance that the estimated target return will be achieved.  On any given investment, loss of 
principal is possible. 

Reliance Upon the Manager and the Principals.   

Purchasers of Units do not and will not participate in the investment decision-making 
process and the success or failure of the Company is dependent entirely upon the Manager’s and 
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the principal’s ability to manage the investment.  There is only one principal and if that principal 
were to become unavailable for any reason, the Manager and, therefore, the Company would be 
adversely affected.  In addition, the Company’s performance depends, in part, on the Manager’s 
ability to attract and retain key personnel and the continued contributions of the principal and 
other executive officers and other key personnel of the Manager, each of whom would be 
difficult to replace. 

Management Control of the Manager.   

The Members will have no control over the management of the business activities or 
affairs of the Company, all of which will be left to the discretion of the Manager.  Certain 
individuals affiliated with the Manager have primary responsibility for the management of the 
Company’s business. If these individuals should cease to participate in the management of the 
Company for any reason, the Company’s business could be adversely affected. 

Non-Diversified Investment Strategy.  

The Company’s investment program is considered to be speculative and entails 
substantial risks. The Company will invest all of its available capital in the Property and thus will 
not be diversified.  The Company would effectively make only one investment.  Because the 
Company is not diversifying its portfolio with various investments, the Company will have no 
ability to shield its investment from losses.  No assurance can be given that the Company’s 
investments will generate any income or appreciate in value.  There can be no assurance that the 
Company’s investments will not decrease in value. 

Asset Valuations.   

With certain limited exceptions, valuations of current income and disposition proceeds 
with respect to financings and investments by the Company will be determined by the Manager 
and will be final and conclusive with respect to all Members. 

Lack of Audits.   

The Company does not currently intend to furnish Members with audited financial 
statements in conformity with U.S. generally accepted accounting principles.  Thus, the 
Company’s books and records will not be reviewed and/or audited by a third party auditor and 
audited financial statements will not be available to the Company’s Members.  Further, the 
reports and other information provided for herein may, in certain instances, be derived from 
numerous sources and may involve the integration of financial and other information that are 
prepared based upon different timetables and accounting conventions, and, therefore, the 
Manager’s ability to prepare and distribute certain of the reports and other information provided 
for herein is dependent upon the timely receipt of such information and the Manager’s ability to 
integrate the underlying reports and information in a timely manner.  The Members are also 
advised that the reports and other information provided for herein may consequently be 
inaccurate, including because the sources of such information may themselves be inaccurate. 

Delayed Tax Report Information.   

The Company may not be able to provide final Schedule K-1s to Members for any given 
fiscal year until after April 15 of the following year.  The Manager will use commercially 
reasonable efforts to provide Members with final Schedule K-1s or with estimates of the taxable 
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income or loss allocated to their investment in the Company on or before such date, but final 
Schedule K-1s may not be available until the Company has received tax reporting information 
from the Property necessary to prepare final Schedule K-1s.  Members may be required to obtain 
extensions of the filing dates for their federal, state and local income tax returns.  Each 
prospective investor should consult with its own adviser as to the advisability and tax 
consequences of an investment in the Company. 

Absence of Recourse.   

The governing documents of the Company limit the circumstances under which the 
Manager and its affiliates, officers, directors, partners, employees, members or other agents, can 
be held liable to the Company.  Further, the Manager may, in its sole discretion, advance to the 
Manager, a principal or any other indemnitee reasonable attorneys’ fees and other costs and 
expenses incurred in connection with the defense of any and all actual or threatened claims, 
demands, actions, suits, or proceedings which arise out of such conduct prior to the final 
disposition of such claim, demand, action, suit, or proceeding; provided, however, that all such 
advances will be promptly repaid if it is subsequently finally determined in a judicial proceeding 
or binding arbitration that the indemnitee receiving such advance was not entitled to 
indemnification hereunder.  Other than as set forth herein in respect of the guarantees, any such 
indemnity shall be paid from, and only to the extent of, Company assets, and no Member shall 
have any personal liability on account thereof.  Finally, the Members do not have the ability to 
remove the Manager except for cause, which is narrowly defined.  As a result, Members may 
have a more limited right of action in certain cases than they would have in the absence of such 
limitations. 

Conflicts with other Activities.   

Affiliates of the Manager and the principals are engaged in a variety of activities within 
the real estate industry.  These affiliates may engage in activities, in the ordinary course of their 
respective businesses, which may conflict with the interests of the Company.   

Other Responsibilities of the Principal.   

The principal will continue to conduct certain activities on behalf of the Manager or its 
affiliates. These other activities could potentially interfere with his responsibilities to the 
Manager or the Company. 

Absence of Regulatory Oversight. 

 The Company does not intend to register as an investment company under the U.S. 
Investment Company Act of 1940, as amended (in reliance upon the Section 3(c)(1) exemption 
available to privately offered investment companies and/or any other exemption available to the 
Company), and, accordingly, the provisions of that Act (which, among other matters, require 
investment companies to have a majority of disinterested directors, require financial instruments 
held in custody to at all times be individually segregated from the financial instruments of any 
other person and marked to clearly identify such financial instruments as the property of such 
investment company and regulate the relationship between the adviser and the investment 
company) will not be applicable, nor will any equivalent or similar such securities laws in any 
other jurisdiction apply.  The Manager is not currently registered as an investment adviser under 
the Investment Advisers Act of 1940, as amended or with any State regulatory authorities. 
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Risks Relating to Investing in Units in the Company 
 
Members’ Investments in the Company Will Be Illiquid and Long Term.   

 
There is not and will not be any public market for the Units, and the Units will not be 

registered under the Securities Act of 1933, as amended, or any state securities law and will be 
restricted as to transfer by law and the terms of the Operating Agreement. Members will not be 
entitled to withdraw from the Company.  Therefore, it should be anticipated that a Member will 
be required to bear the economic risk of its investment for an indefinite period of time. 
 
The Manager can sell the Property at any time in its discretion. 
  

The Manager can sell the Property at any time and to any party in its complete and 
absolute discretion. The Manager may elect to sell the Property to itself or an affiliate of the 
Manager or may elect to sell to a third-party buyer. In the event the Manager elects to sell the 
Property to itself, it will be at a value determined by an independent third-party appraiser. 
Members will not have any role in determining the decision to sell the Property, timing of the 
sale of the Property or the buyer of the Property. 
 
Absence of SEC and Applicable State Securities Commission Reviews.   

 
Since this Offering is a private offering and is not registered under the Securities Act or 

under applicable state securities or “blue sky” laws, this Form C has not been reviewed by the 
SEC or by the equivalent agency of any state or governmental entity.  Review by any such 
agency might result in additional disclosures or substantially different disclosures from those 
actually included in this Form C. 
 
Risk of Tax Law Changes.   

 
Congress has considered proposed amendments to the tax laws that potentially could 

have a negative impact on the Manager and, possibly, other Members in private 
investment funds such as the Company.  Such changes (or other tax law changes) could directly 
or indirectly reduce an investor’s after-tax return from an investment in the Company. It is 
impossible to predict whether any such legislative changes will be enacted or, if they are enacted, 
whether they would have a significant effect on investors in the Company.  
 
Tax Credit Risk. 
 
 The Manager intends to cause the Company to apply for historic tax credits for the 
rehabilitation of the Property.  There is no guarantee that the Company is successful in obtaining 
those tax credits.   
 
Federal Income Tax Risks.   

 
Investments in the Company entail certain tax risks, including: (i) the generation by the 

Company of unrelated business taxable income for any tax exempt entity that purchases Units; 
(ii) the treatment of the Company as engaged in a trade or business in the United States, causing 
certain foreign investors to be subject to U.S. federal income tax at graduated rates on their share 
of the Company’s income; (iii) the possibility that certain deductions claimed by the Company 
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may be disallowed and that any audit of the Company’s tax returns may result in an adjustment 
to or an audit of a Member’s return; (iv) the possibility that the Company may have taxable 
income allocable to Members in an amount greater than the cash available for distribution, 
including tax distributions; and (v) the possibility that future legislative or administrative or 
judicial interpretations of current law or future legislation will change the tax treatment of 
Members described herein.  Potential Members should carefully review the risks contained 
herein and consult with their own tax advisors regarding the tax impact of an investment in the 
Company. 

NO RULINGS HAVE BEEN REQUESTED FROM THE INTERNAL REVENUE 
SERVICE WITH RESPECT TO ANY OF THE TAX MATTERS DESCRIBED HEREIN AND 
NONE WILL BE REQUESTED.  EACH PROSPECTIVE INVESTOR IS URGED TO 
CONSULT ITS OWN ADVISORS WITH RESPECT TO THE FEDERAL, STATE AND 
LOCAL TAX CONSEQUENCES OF ITS PARTICIPATION AS A MEMBER IN THE 
COMPANY. 

General Risks 

Uncertainty of Future Results.   

This Form C or other information provided to Members may contain certain financial 
projections, estimates and other forward-looking information. This information was prepared by 
the Manager based on its experience in the industry and on assumptions of fact and opinion as to 
future events which the Manager believed to be reasonable when made. There can be no 
assurance, however, that assumptions made are accurate, that the financial and other results 
projected or estimated will be achieved or that similar results will be attainable by the Company. 
Prior investment returns are not indicative of future success. 

Projections.   

Projected results of the Property are only estimates of future results that are based upon 
assumptions made at the time the projections are developed. Although the Manager believes the 
estimates and assumptions to be reasonable, some or even all of the estimates or assumptions 
may prove to be inaccurate. Undoubtedly, there will be differences between projected and actual 
results because events and circumstances frequently do not occur as expected, and those 
differences may be material and adverse. Also, general economic factors, which are not 
predictable, can have a material effect on the reliability of projections. 

Cautionary Statements Regarding Forward-Looking Statements.   

Certain statements in this Form C constitute “forward-looking statements.” Such 
forward-looking statements, including the intended actions and performance objectives of the 
Company, involve known and unknown risks, uncertainties and other important factors that 
could cause the actual results, performance or achievements of the Company to differ materially 
from any future results, performance or achievements expressed or implied by such forward-
looking statements.  All forward-looking statements in this Form C speak only as of the date 
hereof. The Company and the Manager expressly disclaim any obligation or undertaking to 
disseminate any updates or revisions to any forward-looking statement contained herein to reflect 
any change in its expectation with regard thereto or any change in events, conditions or 
circumstances on which any such statement is based. 

Counsel to the Company Does Not Represent Members.   
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The Manager has retained legal counsel (“Counsel”) in connection with the formation of 
the Company and may retain Counsel as legal counsel in connection with the management and 
operation of the Company.  Counsel will not represent any Member or prospective Member of 
the Company. Counsel has not passed upon the adequacy of this Form C or the fairness of the 
disclosure herein. Any Member or prospective Member must retain its own independent counsel 
with respect to the formation of the Company and any and all matters described above. 

Other Funds Established by The Manager and Its Affiliates.   

Neither the Manager nor its respective Affiliates are restricted from forming additional 
funds, entering into other manager relationships or engaging in other business activities, even 
though such activities may be in competition with the Company and/or may involve substantial 
time and resources of the Manager.  The Manager and/or its respective Affiliates may establish 
funds which compete with the Company for acquisition and development or improvement of 
property investments to the extent they share similar investment objectives and policies.  
Moreover, the Manager and its respective Affiliates may be engaged with, or by, other asset 
managers who may be involved in procuring property investments in competition with the 
Company.  Accordingly, the Manager and its Affiliates may face conflicts of interest in 
connection with the allocation and improvement of investment opportunities and resources 
among the Company and these other existing or future investment funds.  Where a conflict arises 
the Manager will, to the extent possible, endeavor to ensure that it is resolved fairly. 

Diverse Interests of Investors.   

Members are expected to include taxable and tax-exempt entities and may include 
persons or entities organized in various jurisdictions.  As a result, conflicts of interest may arise 
in connection with decisions made by or on behalf of the Company that may be more beneficial 
for one type of Member than for another type of Member.   

Member Due Diligence.   

The Manager will make available, prior to the Closing of this Offering, to each 
prospective investor the opportunity to ask questions of, and receive answers from, a 
representative of the Manager concerning the terms and conditions of this Offering and to obtain 
any additional information if the Manager possesses such information, or can acquire it without 
unreasonable effort or expense, necessary to verify the accuracy of the information set forth 
herein.  Due to the fact that different potential investors may ask different questions and request 
different information, the Manager may provide certain information to one or more prospective 
investors that it does not provide to all of the prospective investors.  None of the answers or 
additional information provided are or will be integrated into this Form C, and no prospective 
investor may rely on any such answers or information in making its decision to subscribe for 
Units. 

Side Letters.  

 Certain Members may subscribe for Units on different terms than those described herein 
and enter into side letters with the Company and/or the Manager in connection therewith, 
including, without limitation, with respect to fees, distributions, liquidity or depth of information 
provided to such investors.  Any rights established, or any terms of the Operating Agreement 
altered or supplemented, in a side letter with a Member will, as between the Manager and such 
Member, govern with respect to such Member, notwithstanding any other provision of the 
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Operating Agreement (each, a “Side Letter”). The Manager will not be required to notify any or 
all of the other Members of any such Side Letters or any of the rights and/or terms or provisions 
thereof, nor will the Manager be required to offer such additional and/or different rights and/or 
terms to any or all of the other Members. The Manager may enter into such Side Letters with any 
party as the Manager may determine in its sole discretion at any time. The other Members will 
have no recourse against the Company, the Manager, and/or any of their affiliates in the event 
that certain Members receive additional and/or different rights and/or terms as a result of such 
Side Letters.  

THE FOREGOING LISTS OF RISK FACTORS AND CONFLICTS OF INTEREST DO 
NOT PURPORT TO BE A COMPLETE EXPLANATION OF THE RISKS INVOLVED IN 
THIS OFFERING.  POTENTIAL INVESTORS MUST READ THE ENTIRE 
MEMORANDUM AND ALL EXHIBITS BEFORE DETERMINING WHETHER TO 
INVEST IN THE COMPANY.  ALL POTENTIAL INVESTORS SHOULD OBTAIN 
PROFESSIONAL GUIDANCE FROM THEIR TAX AND LEGAL ADVISORS IN 
EVALUATING ALL OF THE TAX IMPLICATIONS AND RISKS INVOLVED IN 
INVESTING IN THE COMPANY. 
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CERTAIN U.S. FEDERAL INCOME TAX CONSIDERATIONS 

General 
 
 The following discussion is a summary of certain U.S. federal income tax considerations 
relating to an investment in the Company.  Except where specifically indicated, this summary 
does not discuss the effect of any other federal tax laws (e.g., estate and gift tax), or any state, 
local or foreign tax laws.  This discussion does not address all of the U.S. federal income tax 
consequences to the Members of an investment in the Company and does not address any of the 
state, local, or foreign tax consequences of such an investment to any Member.  This discussion 
is based on provisions of the Internal Revenue Code of 1986, as amended (the “Code”), on the 
regulations promulgated thereunder and on published administrative rulings and judicial 
decisions now in effect, all of which are subject to change or to differing interpretations.  Any 
such change may be applied retroactively in a manner that could adversely affect a Member and 
the continued validity of this summary. 

 This discussion does not address all of the U.S. federal income tax consequences that 
may be relevant to a Member in light of such Member’s particular circumstances (such as the 
application of the alternative minimum tax) or that may be relevant to a Member because such 
Member is subject to special rules, including but not limited to rules applicable to financial 
institutions, insurance companies, real estate investment trusts, regulated investment companies, 
brokers and dealers and traders in securities that elect to mark their securities portfolios to 
market.  This discussion applies only to Members who hold their investment in the Company as 
a “capital asset” within the meaning of Section 1221 of the Code.  This discussion does not 
address the tax consequences of investing in the Company through a partnership or any other 
pass-through entity for U.S. federal income tax purposes.  This summary does not in any way 
either bind the Internal Revenue Service (the “IRS”) or the courts or constitute an assurance that 
the income tax consequences discussed herein will be accepted by the IRS, any other federal, 
state or local agency or the courts.  The Company has not sought and will not seek (i) any tax 
rulings from the IRS or any other tax authorities or (ii) any opinions of counsel in respect of any 
of the matters discussed herein.  Each prospective investor is urged to consult its own tax advisor 
with respect to the federal, state, local and foreign tax consequences of the purchase, ownership 
and disposition of an investment in the Company.  

Company Status 

 Subject to the discussion of “publicly traded partnerships” and “taxable mortgage pools” 
below, the Company will be treated as a partnership for U.S. federal income tax purposes.  No 
assurance can be given that the IRS will concur with such conclusion. 

 An entity that would otherwise be classified as a partnership for U.S. federal income tax 
purposes may nonetheless be taxable as a corporation if it is a “publicly traded partnership” 
under Section 7704 of the Code.  The Manager intends to operate the Company so it will not be 
treated as a publicly traded partnership.  The Company intends to obtain and rely on appropriate 
representations and undertakings from each Member and covenants in the operating agreement in 
order to avoid being treated as a publicly traded partnership. 

 Section 7701(i) of the Code provides that any entity (or a portion of an entity) that is a 
“taxable mortgage pool” (a “TMP”) will be treated as a corporation subject to U.S. federal 
income tax.  Under such Section 7701(i), an entity (other than a REMIC) will be a TMP if (i) 
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substantially all of its assets consist of debt obligations (or interests therein), more than 50% of 
which are real estate mortgages (or interests therein), (ii) the entity is the obligor under debt 
obligations with two or more maturities, and (iii) under the terms of the entity’s debt obligations 
(or an underlying arrangement), payments on such debt obligations “bear a relationship” to the 
debt obligations (or interests) referred to in clause (i).  To the maximum extent practicable, the 
Company will seek to structure its investments so as to avoid TMP status. 

 If the Company were classified as a corporation, it would be required to pay U.S. federal 
income tax at the corporate tax rate on its taxable income.  In such case, the amount of cash 
available for reinvestment or distribution to the Members would be substantially less than if the 
Company were classified as a partnership for U.S. federal income tax purposes.  Moreover, any 
distributions by the Company to a Member generally would be taxable to that Member as a 
dividend. 

 The following discussion assumes that the Company will be treated as a partnership for 
U.S. federal income tax purposes. 

Income Taxation of the Company and Members 

 The Company will not pay U.S. federal income taxes, but each Member will be required 
to report its distributive share (whether or not distributed) of the income, gains, losses, 
deductions, and credits of the Company (which may include the income and other tax items of 
any partnerships or limited liability companies in which the Company invests).  The distributive 
share of a tax-exempt Member may be treated as unrelated business taxable income (“UBTI”) 
under Section 512 of the Code.  See “Tax-Exempt Investors” below.  It is possible that the 
Members could incur income tax liabilities without receiving from the Company sufficient 
distributions to defray such tax liabilities.  The Company’s taxable year will be the calendar year, 
or such other year as required by the Code. 
 
 IRS regulations require taxpayers to make certain additional disclosures in connection 
with the filing of any tax return that reflects tax benefits from a “reportable transaction” as 
defined in the regulations. 
 
Company Distributions 

 Cash distributions from the Company to Members are generally not taxable, to the extent 
the distribution does not exceed a Member’s adjusted basis.  Instead, a Member’s adjusted basis 
in its Units will generally be reduced by the amount of such distribution.  However, to the extent 
such distributions exceed the adjusted basis of a Member’s Units, the distribution will be treated 
as gain from a sale or exchange of the Member’s Unit.  Distributions (other than liquidating 
distributions) of property other than cash or marketable securities will reduce the adjusted basis 
(but not below zero) of a Member’s Units by the amount of the Company’s adjusted basis in 
such property immediately before its distribution. 

Basis 

A Member’s basis of its Unit is important in determining (i) the amount of gain it will 
realize on the sale or other disposition of the Unit, (ii) the amount of non-taxable distributions 
(including any decrease in the Member’s share of the Company’s liabilities) that it may receive 
from the Company and (iii) its ability to utilize its distributive share of any tax loss of the 
Company. A Member’s initial tax basis of its Unit in the Company will equal its cost for the Unit 
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(which, to the extent that the Member contributes property other than cash, will generally be 
limited to the Member’s basis in the contributed property) plus its share of the Company’s 
liabilities at the time of purchase.  
 

A Member’s tax basis of its Unit will be (i) increased by its allocable share of the 
Company’s taxable income and gain and any additional contributions by the Member to the 
Company and (ii) decreased (but not below zero) by its allocable share of the Company’s tax 
deductions and losses and any distributions by the Company to the Member. For this purpose, an 
increase in a Member’s share of the Company’s liabilities will be treated as a contribution by the 
Member to the Company and a decrease in that share will be treated as a distribution by the 
Company to the Member. 

 
Allocations of Income, Gain, Loss, Deduction and Credits 

 The operating agreement will contain provisions intended to comply substantially with 
IRS regulations describing partnership allocations that will be treated as having “substantial 
economic effect,” and hence be respected, for tax purposes.  However, those regulations are 
extremely complex, and there can be no assurance that the IRS will respect the allocations of 
income, gain, deduction, loss, and credit for tax purposes made pursuant to the operating 
agreement, if reviewed.  Even if the IRS were to review the Company allocations and determine 
that they do not technically comply with such regulations, such allocations would be determined 
“in accordance with each partner’s interest in the partnership (determined by taking into account 
all facts and circumstances).”  The allocations under the operating agreement should in most 
cases be substantially identical to each “partner’s interest in the partnership.” 
 
Deductibility of Expenditures; Limitations on Losses 

 Except as described in the following paragraph, interest on any amount borrowed by a 
Member (other than a corporation) to purchase Units (or fund a Capital Contribution to the 
Company that is allocable to non-pass-through investment) generally will be “investment 
interest,” subject to a limitation on deductibility pursuant to Section 163(d) of the Code.  In 
general, investment interest will be deductible only to the extent of the taxpayer’s “net 
investment income.”  For this purpose “net investment income” will generally include net 
income from the Company and other income from property held for investment (other than 
income treated as passive business income).  However, qualified dividend income, as defined 
under Section 1(h)(11)(B) of the Code, and long-term capital gain are excluded from the 
definition of net investment income unless the taxpayer makes a special election to treat such 
qualified dividend income or capital gain as investment income.  Interest that is not deductible in 
the year incurred because of the investment interest limitation may be carried forward and 
deducted in a future year in which the taxpayer has sufficient investment income. 
 
 Interest on any amount borrowed by a Member to make a Capital Contribution to the 
Company, which amount is allocable to an investment entity that is a partnership or limited 
liability company engaged in business, will generally be treated as a passive business activity 
expense (rather than as “investment interest”).  As discussed below, certain categories of 
Members are subject to limitations on deducting losses from passive business activities. 
 
 Prior to the Tax Cuts and Jobs Act (the “2017 Tax Act”), under Section 67 of the Code, 
non-corporate taxpayers could deduct certain miscellaneous expenses (e.g., manager fees, tax 
preparation fees, unreimbursed employee expenses and subscriptions to professional journals) to 
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the extent such deductions exceed, in the aggregate, 2% of the taxpayer’s adjusted gross income.  
Under the 2017 Tax Act, this deduction is eliminated for tax years beginning in 2018 through 
2025.  Accordingly, a Member who is an individual will not be permitted to deduct his share of 
Company expenses that are treated as miscellaneous itemized deductions. 
 
 Under Section 469 of the Code, non-corporate Members (and certain closely-held C-
corporations and personal service corporations) are subject to limitations on using losses from 
passive business activities to offset active business income, compensation income, and portfolio 
income (e.g., interest, dividends, capital gains from investments, royalties).  The Company’s 
distributive share of income or losses from certain partnerships or limited liability companies 
engaged in business, and the portion of the Company expenses allocable to the Company’s 
investment in such entities, generally will be treated as passive activity income or losses.  
Accordingly, a Member will be subject to the passive activity loss limitations on the use of any 
such allocable losses and allocable Company expenses.  A Member generally will not be able to 
use passive activity losses to offset portfolio income (e.g., interest, dividends, capital gains from 
investments, royalties) from the Company.  Certain Members may also be subject to other 
limitations on using losses allocated to such Member by the Company, including without 
limitation, basis limitations under Section 704 of the Code and the “at risk” rules under Section 
465 of the Code.  Members should consult with their own tax advisor regarding their ability to 
deduct losses allocated by the Company based on such Member’s particular circumstances.  
 
Capital Losses 
 
 The Company may incur capital losses.  Investors (other than corporations) can deduct 
capital losses only to the extent of capital gains and either $1,500 or $3,000 of ordinary income, 
depending on the investor’s filing status.  Excess losses can be carried forward indefinitely. 
 
Sale or Exchange of Units 

 A Member generally will recognize gain or loss on the sale or exchange of any Units 
measured by the difference between the amount realized on the sale or exchange and the 
Member’s adjusted tax basis in the Units sold.  The amount realized will include the Member’s 
allocable share of certain Company indebtedness, as well as any proceeds from the sale.  Thus, a 
Member’s tax liability upon the sale of any Units may exceed the Member’s cash proceeds from 
such disposition. 

 Under Section 741 of the Code, gain or loss recognized by a Member on the sale or 
exchange of Units generally will be taxable as long-term capital gain or loss provided that the 
Member has a more than one year holding period for its Units, except that the gain will be 
ordinary income to the extent attributable to the Member’s allocable share of (i) “unrealized 
receivables” (as defined in Section 751 of the Code, which includes depreciation recapture) of 
the Company and (ii) certain “inventory items” (as defined in Section 751 of the Code) of the 
Company.  

Elections 

 Section 754 of the Code provides for an election to adjust the basis of Company property 
upon distributions of Company property to a Member and transfers of Units (including transfers 
by reason of death).  Such adjustments may be beneficial or detrimental to a Member, depending 
upon the Member’s individual circumstances, and could affect a Member’s ability to sell the 
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Units or the price obtainable therefor.  The Manager, in its sole discretion, may cause the 
Company to make such an election.  Any such election, once made, cannot be revoked without 
the IRS’s consent.  All other elections required or permitted to be made by the Company under 
the Code will be made by the Manager in its sole discretion. 

Audits and Adjustments to Tax Liability 

The Bipartisan Budget Act of 2015 (the “Budget Act”), which was enacted on November 
2, 2015, repeals and replaces the rules applicable to certain administrative and judicial 
proceedings regarding a partnership’s U.S. federal income tax affairs.  Under the new rules, a 
partnership (such as the Company) appoints one person (the “Partnership Representative”) to act 
on its behalf in connection with IRS audits and related proceedings.  The Partnership 
Representative’s actions, including the Partnership Representative’s agreement to adjustments of 
the Company’s income in settlement of an IRS audit of the Company, will bind all Members.  
Pursuant to the Operating Agreement, the Manager will be designated as the Company’s 
Partnership Representative. 

In addition, under the new rules, U.S. federal income taxes (and any related interest and 
penalties) attributable to an adjustment to the Company’s income following an IRS audit or 
judicial proceeding will, absent an election by the Company to the contrary, have to be paid by 
the Company in the year during which the audit or other proceeding is resolved, if such 
adjustment results in an increase in U.S. federal income tax liability (as determined under the 
new rules).  If an adjustment to the Company’s income following an IRS audit or judicial 
proceeding results in a reduction in U.S. federal income tax liability (as determined under the 
new rules), the adjustment will flow through to the Members based on their interests for the year 
in which the audit or other proceeding is resolved.  This could cause the economic burden of 
U.S. federal income tax liability (or the economic benefit of a favorable adjustment) arising on 
audit of the Company to be borne by (or, in the case of a favorable adjustment, to benefit) 
Members based on their membership interests in the Company in the year during which the audit 
or other proceeding is resolved, even though such tax liability (or benefit) is attributable to an 
earlier taxable year in which the membership interests or identity of some or all of the Members 
was different.  

 
The new rules also can cause the Company’s U.S. federal income tax liability arising on 

audit to be computed in less advantageous ways than the tax liability of the Members would be 
computed under the prior partnership audit rules (for example, by applying the highest marginal 
federal income tax rates and potentially ignoring the tax-exempt status of certain members).  The 
Budget Act directs the IRS to provide procedures that may allow the Company, in calculating 
taxes imposed on the Company with respect to audit adjustments, to take into account certain 
applicable lower tax rates and the tax-exempt status of certain members, which may require 
Members to provide certain information to the Company (possibly including information about 
the owners of Members classified as partnerships).   

 
In addition, if elected by the Partnership Representative, alternative procedures may 

allow the Company to avoid such entity-level U.S. federal income tax liability in some cases if 
certain conditions are satisfied.  These alternative procedures may require Members (based on 
their membership interests in the Company in the prior tax year under audit) to either file 
amended returns and pay any tax that would be due for the prior tax year under audit, or adjust 
the tax liability reported on their income tax returns for the year in which the audit is resolved. 
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Any U.S. federal income taxes (and any related interest and penalties) paid by the 
Company in respect of IRS audit adjustments will be borne by the Members and former 
Members, where applicable, pursuant to the terms of the operating agreement. 

 
The new partnership audit rules are complex.  Members should discuss with their tax 

advisors the possible implications of the new rules with respect to an investment in the 
Company. 
 
Tax-Exempt Investors 
  

The Company may generate income that is taxable as UBTI to tax-exempt investors.  
Each tax-exempt Member generally will be subject to U.S. federal income tax on its share of any 
UBTI earned by the Company.  A tax-exempt Member’s distributive share of the Company’s 
income should consist principally of interest, rents and capital gain from the sale of real estate or 
partnerships owning real estate - types of income that may be treated as UBTI under Section 514 
of the Code because the Company may directly incur debt to make investments or make 
investments in partnerships and limited liability companies that incur debt to acquire real estate 
or other assets.  In addition, the Company may generate other income that is treated as UBTI or 
invest in partnerships or limited liabilities companies that generate UBTI.   
 
 Also, if a tax-exempt Member borrows any amount to fund its Contribution, some or all 
of its distributive share of income from the Company (including interest, rents and capital gains) 
could be UBTI.  Moreover, debt incurred by the Company directly could cause income otherwise 
not treated as UBTI to be treated as UBTI to a tax-exempt Member.    
 
 Section 514(c)(9) of the Code provides an exemption to the general debt-financed UBTI 
rule regarding acquisition indebtedness for certain acquisitions of real property by certain tax-
exempt organizations through partnerships so long as the partnership complies with the detailed 
restrictions on tax allocations set forth in the “fractions rule” in the Code and related Treasury 
regulations.  There can be no assurance that the tax allocations made by the Company pursuant 
to its operating agreement would comply with the “fractions rule.”  Thus, such exception may 
not apply.   

 THE POTENTIAL FOR HAVING INCOME CHARACTERIZED AS UBTI MAY 
HAVE A SIGNIFICANT EFFECT ON ANY INVESTMENT BY A TAX-EXEMPT ENTITY 
IN THE COMPANY AND MAY MAKE INVESTMENT IN THE COMPANY UNSUITABLE 
FOR SOME TAX-EXEMPT ENTITIES.  TAX-EXEMPT INVESTORS SHOULD CONSULT 
THEIR OWN TAX ADVISORS REGARDING ALL ASPECTS OF UBTI. 

State, Local and Foreign Taxes 

 Prospective investors should also consider the potential state, local and foreign tax 
consequences of an investment in the Company.  In addition to being taxed in its own state, 
locality or country of residence, a Member and/or the Company may be subject to tax return 
filing obligations, withholding obligations and income, franchise and other taxes in jurisdictions 
in which the Company operates.  Further, the Company may be subject to state and/or local tax. 

Net Investment Income Tax 
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 Each Member should consult with their own tax advisors regarding any potential 
applicability of the 3.8% tax on “net investment income” under Section 1411 of the Code 
attributable to ownership of an interest in the Company. 

Possible Tax Law Changes 

 The foregoing discussion is only a summary and is based upon existing U.S. federal 
income tax law.  Prospective investors should recognize that the U.S. federal income tax 
treatment of an investment in the Company may be modified at any time by legislative, judicial 
or administrative action.  Any such changes may have retroactive effect with respect to existing 
transactions and investments and may modify the statements made above. 

THE FOREGOING DISCUSSION SHOULD NOT BE CONSIDERED TO DESCRIBE 
FULLY THE U.S. FEDERAL INCOME TAX CONSEQUENCES OF AN INVESTMENT 
IN THE COMPANY.  PROSPECTIVE INVESTORS ARE STRONGLY ADVISED TO 

CONSULT WITH THEIR TAX ADVISORS WITH RESPECT TO THE U.S. FEDERAL, 
STATE, LOCAL AND FOREIGN INCOME TAX CONSEQUENCES OF AN 

INVESTMENT IN THE COMPANY. 

 
TRANSACTIONS WITH RELATED PERSONS AND CONFLICTS OF INTEREST  
 
Related Person Transactions  
 
From time to time the Company may engage in transactions with related persons. Related 
persons are defined as any director or officer of the Company; any person who is the beneficial 
owner of 10 percent or more of the Company’s outstanding voting equity securities, calculated 
on the basis of voting power; any promoter of the Company; any immediate family member of 
any of the foregoing persons or an entity controlled by any such person or persons. 
 
The Company expects to lease half of the building (five offices totaling 1,144 rentable square 
feet) to Franklin Real Estate Development, LLC for $7,750 monthly/average $89 per square foot. 
The Company expects that the lease will be a gross lease and the term will be for ten years with 
annual increases of 3%.  The Company has not entered into the lease yet, and the terms will 
depend upon the bank. 
 
Conflicts of Interest  
 
Other than the expected lease to Franklin Real Estate Development, LLC, to the best of our 
knowledge, the Company has not engaged in any transactions or relationships which may give 
rise to a conflict of interest with the Company, its operations or its security holders. 
 
OTHER INFORMATION  
 
The Company has not failed to comply with the ongoing reporting requirements of Regulation CF 
227.202 in the past. 
 
Bad Actor Disclosure  
 
The Company is not subject to any Bad Actor Disqualifications under any relevant U.S. securities laws. 
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SIGNATURE 
 

Pursuant to the requirements of Sections 4(a)(6) and 4A of the Securities Act of 1933 and 
Regulation Crowdfunding (§ 227.100 et seq.), the issuer certifies that it has reasonable grounds 
to believe that it meets all of the requirements for filing on Form C and has duly caused this 
Form to be signed on its behalf by the duly authorized undersigned. 
 
 
 /s/Kurt Wallenborn 
 (Signature) 
  
 Kurt Wallenborn 
 (Name) 
  
 Managing Partner 
 (Title) 
 
 
 

Pursuant to the requirements of Sections 4(a)(6) and 4A of the Securities Act of 1933 and 
Regulation Crowdfunding (§ 227.100 et seq.), this Form C has been signed by the following 
persons in the capacities and on the dates indicated. 
 
 
Instructions. 
 
1. The form shall be signed by the issuer, its principal executive officer or officers, its 
principal financial officer, its controller or principal accounting officer and at least a majority of 
the board of directors or persons performing similar functions. 
 
2. The name of each person signing the form shall be typed or printed beneath the signature. 
 
Intentional misstatements or omissions of facts constitute federal criminal violations. See 18 
U.S.C. 1001. 
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EXHIBITS  
 
Exhibit A Financial Statements 
Exhibit B Operating Agreement 
Exhibit C Subscription Agreement 
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THE FRANKLIN 107 EAST PARK, LLC 

Unaudited Financial Statements For The Period Ended October 31, 2022 
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CURRENT ASSETS
Cash -$                 

TOTAL CURRENT ASSETS - 

TOTAL ASSETS -$                 

CURRENT LIABILITIES

TOTAL CURRENT LIABILITIES - 

TOTAL LIABILITIES - 

MEMBERS' EQUITY
Contributed Capital 3,634               
Retained Deficit (3,634)              

TOTAL MEMBERS' EQUITY - 

TOTAL LIABILITIES AND MEMBERS' EQUITY -$                 

LIABILITIES AND MEMBERS' EQUITY

THE FRANKLIN 107 EAST PARK, LLC
 BALANCE SHEET

OCTOBER 31, 2022 
_________

ASSETS

See Independent Accountant's Review Report and accompanying notes, which are an integral part of these financial 
statements. (Unaudited)

 1



Operating Expense
Formation Expenses 3,634               

3,634               

Net Loss from Operations (3,634)              

Other Expense - 

Net Loss (3,634)$           

THE FRANKLIN 107 EAST PARK, LLC
INCOME STATEMENT

FOR THE PERIOD ENDED OCTOBER 31, 2022 
_________

See Independent Accountant's Review Report and accompanying notes, which are an integral part of these financial 
statements. (Unaudited)  2



Cash Flows From Operating Activities
     Net Loss For The Period (3,634)$            

Net Cash Flows From Operating Activities (3,634)              

Cash Flows From Financing Activities
     Increase in Contributed Capital 3,634               

Net Cash Flows From Financing Activities 3,634               

Cash at Beginning of Period - 
Net Increase In Cash - 
Cash at End of Period -$  

_________
FOR THE PERIOD ENDED OCTOBER 31, 2022 

STATEMENT OF CASH FLOWS
THE FRANKLIN 107 EAST PARK, LLC

See Independent Accountant's Review Report and accompanying notes, which are an integral part of these financial 
statements. (Unaudited)  3



Balance at October 21, 2022 (Inception)

Issuance of Contributions

Net Loss

Balance at October 31, 2022

-$  

3,634 

Contributed
Capital

Retained Deficit

3,634 

Total Members'
Equity

-$  -$  

THE FRANKLIN 107 EAST PARK, LLC
STATEMENT OF CHANGES IN MEMBERS' EQUITY

(3,634)$  -$  3,634$  

(3,634) (3,634) 

FOR THE PERIOD ENDED OCTOBER 31, 2022 
_________

See Independent Accountant's Review Report and accompanying notes, which are an integral part of these financial statements. (Unaudited)  4
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NOTE A- ORGANIZATION AND NATURE OF ACTIVITIES 

The Franklin 107 East Park, LLC (“the Company”) is a limited liability company organized under the State 
of South Carolina. The Company operates in commercial real estate and development. 

NOTE B- GOING CONCERN MATTERS 

The financial statements have been prepared on the going concern basis, which assumes that the 
Company will continue in operation for the foreseeable future. However, management has identified the 
following conditions and events that created an uncertainty about the ability of the Company to continue 
as a going concern. The Company sustained a net operating loss in the period ended October 31, 2022, of 
$3,634. 

The following describes management's plans that are intended to mitigate the conditions and events that 
raise substantial doubt about the Company's ability to continue as a going concern. The Company plans 
to raise funds to continue operations through a Reg CF offering. The Company's ability to meet its 
obligations as they become due is dependent upon the success of management's plans, as described 
above. 

These conditions and events create an uncertainty about the ability of the Company to continue as a going 
concern through November 15, 2023 (one year after the date that the financial statements are available 
to be issued). The financial statements do not include any adjustments that might be necessary should 
the Company be unable to continue as a going concern. 

NOTE C- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Basis of Presentation 

The accompanying financial statements have been prepared in accordance with accounting principles 
generally accepted in the United States of America (“US GAAP”). The Company’s fiscal year ends 
December 31.  

Significant Risks and Uncertainties 

The Company is subject to customary risks but not limited to, the need for dependence on key personnel, 
costs of services provided by third parties, the need to obtain additional financing, and limited operating 
history. 

The Company currently has no developed products for commercialization and there can be no assurance 
that the Company’s research and development will be successfully commercialized. Developing and 
commercializing a product requires significant capital, and based on the current operating plan, the 
Company expects to continue to incur operating losses as well as cash outflows from operations in the 
near term.  
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Cash and Cash Equivalents 

Cash and cash equivalents include all cash balances, and highly liquid investments with maturities of three 
months or less when purchased. 

Advertising 

The Company records advertising expenses in the year incurred. 

Income Taxes 

The Company applies ASC 740 Income Taxes (“ASC 740”). Deferred income taxes are recognized for the 
tax consequences in future years of differences between the tax bases of assets and liabilities and their 
financial statement reported amounts at each period end, based on enacted tax laws and statutory tax 
rates applicable to the periods in which the differences are expected to affect taxable income. Valuation 
allowances are established, when necessary, to reduce deferred tax assets to the amount expected to be 
realized. The provision for income taxes represents the tax expense for the period, if any and the change 
during the period in deferred tax assets and liabilities. ASC 740 also provides criteria for the recognition, 
measurement, presentation and disclosure of uncertain tax positions. A tax benefit from an uncertain 
position is recognized only if it is “more likely than not” that the position is sustainable upon examination 
by the relevant taxing authority based on its technical merit. 

The Company is subject to tax filing requirements as a partnership in the federal jurisdiction of the United 
States. All items of income and expense are reported by the Company’s members on their individual tax 
returns. 

The Company is subject to franchise tax filing requirements in the State of South Carolina. 

Recently Issued Accounting Pronouncements 

From time to time, new accounting pronouncements are issued by the Financial Accounting Standards 
Board, or FASB, or other standard setting bodies and adopted by the Company as of the specified effective 
date. The Company believes that the impact of recently issued standards that are not yet effective will 
not have a material impact on its financial position or results of operations upon adoption. 

In February 2016, the Financial Accounting Standards Board issued ASU No. 2016-02, Leases (Topic 842), 
to increase transparency and comparability among organizations by recognizing lease assets and lease 
liabilities on the balance sheet for most leases previously classified as operating leases. ASU 2016-02 is 
effective for fiscal years beginning after December 15, 2021. Subsequently, the FASB has issued 
amendments to clarify the codification or to correct unintended application of the new guidance. The new 
standard is required to be applied using a modified retrospective approach, with two adoption methods 
permissible: (1) apply the leases standard to each lease that existed at the beginning of the earliest 
comparative period presented in the financial statements or (2) apply the guidance to each lease that had 
commenced as of the beginning of the reporting period in which the entity first applies the new lease 
standard.  

In June 2016, the FASB issued ASU No. 2016-13, Financial Instruments - Credit Losses (Topic 326): 
Measurement of Credit Losses on Financial Instruments. The pronouncement changes the impairment 
model for most financial assets and will require the use of an "expected loss" model for instruments 
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measured at amortized cost. Under this model, entities will be required to estimate the lifetime expected 
credit loss on such instruments and record an allowance to offset the amortized cost basis of the financial 
asset, resulting in a net presentation of the amount expected to be collected on the financial asset. 
Subsequently, the FASB issued an amendment to clarify the implementation dates and items that fall 
within the scope of this pronouncement. This standard is effective beginning in the first quarter of 2020. 
The adoption of ASU 2016-13 is not expected to have a material effect on the Company's financial 
position, results of operations or cash flows.  

In January 2017, the FASB issued ASU No. 2017-04, Intangibles - Goodwill and Other (Topic 350): 
Simplifying the Test for Goodwill Impairment, which simplifies the accounting for goodwill impairments 
by eliminating step two from the goodwill impairment test. Under this guidance, if the carrying amount 
of a reporting unit exceeds its estimated fair value, an impairment charge shall be recognized in an amount 
equal to that excess, limited to the total amount of goodwill allocated to that reporting unit. This standard 
is effective beginning in the first quarter of 2019, with early adoption permitted. The adoption of ASU 
2017-04 is not expected to have a material effect on the Company’s financial statements.  

In June 2018, the FASB issued ASU No. 2018-07, Compensation - Stock Compensation (Topic 718): 
Improvements to Nonemployee Share-Based Payment Accounting, which simplifies the accounting for 
share-based payments granted to nonemployees for goods and services. Under the ASU, most of the 
guidance on such payments to nonemployees would be aligned with the requirements for share-based 
payments granted to employees. As a result, most of the guidance in ASC 718 associated with employee 
share-based payments, including most requirements related to classification and measurement, applies 
to nonemployee share-based payment arrangements. This standard is effective beginning in the first 
quarter of 2019, with early adoption permitted. The adoption of ASU 2018-07 is not expected to have a 
material effect on the Company’s financial statements. 

NOTE D- LLC MEMBER LIABILITY 

The Company is a limited-liability company. As such, the financial liability of members of the Company for 
the financial obligations of the Company is limited to each member’s contribution of capital.  

NOTE E- CONCENTRATIONS OF RISK 

Financial instruments that potentially subject the Company to credit risk consist of cash and cash 
equivalents. The Company places its cash and cash equivalents with a limited number of high-quality 
financial institutions and at times may exceed the amount of insurance provided on such deposits. 

NOTE F- SUBSEQUENT EVENTS 

Management considered events subsequent to the end of the period but before November 15, 2022, the 
date that the financial statements were available to be issued.  
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OPERATING AGREEMENT 

OF 

THE FRANKLIN 107 EAST PARK, LLC 
a South Carolina limited liability company

THE LIMITED LIABILITY COMPANY INTERESTS REPRESENTED BY THIS OPERATING 
AGREEMENT HAVE NOT BEEN REGISTERED WITH THE SECURITIES AND EXCHANGE 
COMMISSION UNDER THE SECURITIES ACT OF 1933, AS AMENDED, OR UNDER THE 
SECURITIES ACTS OR LAWS OF ANY STATE OR TERRITORY IN RELIANCE UPON 
EXEMPTIONS FROM REGISTRATION UNDER THOSE ACTS.  BY ACQUIRING 
INTERESTS REPRESENTED BY THIS OPERATING AGREEMENT, EACH MEMBER 
REPRESENTS THAT IT WILL NOT SELL OR OTHERWISE DISPOSE OF ITS INTERESTS 
WITHOUT COMPLIANCE WITH THE PROVISIONS OF THIS OPERATING AGREEMENT 
AND REGISTRATION OR OTHER COMPLIANCE WITH THE AFORESAID ACTS AND 
THE RULES AND REGULATIONS PROMULGATED THEREUNDER. 

BINDING ARBITRATION

This is the first page of the Operating Agreement of The Franklin 107 East Park, LLC (the 
“Company”).  Pursuant to South Carolina Code of Laws § 15-48-10 et seq., 1976, as amended, this 
Operating Agreement is subject to the following: 

THIS AGREEMENT IS SUBJECT TO ARBITRATION.  THIS AGREEMENT 
TO ARBITRATE IS BINDING ON ALL PARTIES TO THIS AGREEMENT, 
THEIR SUCCESSORS, HEIRS, ASSIGNS AND TRANSFEREES, INCLUDING 
ANY PERSON OBTAINING FINANCIAL RIGHTS IN THE LIMITED 
LIABILITY COMPANY. 

If other pages, including but not limited to, cover pages, indexes, or tables of contents, are placed in 
front of this page, those pages shall not be deemed the first page.  This page and only this page shall be 
deemed or considered the first page of this Operating Agreement for all legal purposes. 
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OPERATING AGREEMENT 
OF 

THE FRANKLIN 107 EAST PARK, LLC 
a South Carolina limited liability company 

THIS OPERATING AGREEMENT is made and entered into by and among the Company and 
the Persons whose names and addresses are listed on the Information Exhibit annexed as Exhibit B to 
this Agreement.  Unless otherwise indicated, capitalized words and phrases in this Operating 
Agreement shall have the meanings set forth in the Glossary of Terms attached as Exhibit C hereto. 

ARTICLE 1 
FORMATION 

SECTION 1.1 Formation; General Terms; Effective Date.  The Company was formed 
on October 21, 2022, upon the filing of the Articles with the South Carolina Secretary of State. A copy 
of the Articles is attached hereto as Exhibit A.   

The rights and obligations of the Members and the terms and conditions of the Company shall 
be governed by the Act and this Agreement, including all the Exhibits to this Agreement.  Unless 
otherwise required by law, if and to the extent the Act and this Agreement are inconsistent with respect 
to any subject matter covered in this Agreement, this Agreement shall govern.  This Agreement shall be 
effective as of date of formation listed above. 

The Manager shall execute and file on behalf of the Company all other instruments or 
documents, and shall do or cause to be done all such filing, recording, or other acts as may be 
necessary or appropriate from time to time to comply with the requirements of law for the continuation 
and operation of a limited liability company in South Carolina and in the other jurisdictions in which 
the Company shall transact business. 

SECTION 1.2 Name.  The name of the Company shall be The Franklin 107 East Park, 
LLC.  The Manager may amend the Articles at any time to change the name of the Company. The 
Manager shall provide each Member with notice of any such name change.     

SECTION 1.3 Designated Office.  The designated office of the Company shall be 107 
East Park Ave., Greenville, South Carolina 29601, or such other place as the Manager may designate 
from time to time. 

SECTION 1.4 Purpose.  The purpose of the Company shall be (i) to acquire, own, 
develop, and manage the property located at 107 East Park Ave., Greenville, South Carolina (the 
“Property”); (ii) to own, hold, maintain, encumber, lease, sell, transfer or otherwise dispose of all 
property or assets or interests in property or assets as may be necessary, appropriate or convenient to 
accomplish the activities described in clause (i) above; (iii) to incur indebtedness or obligations in 
furtherance of the activities described in clauses (i) and (ii) above; and (iv) to conduct such other 
activities as may be necessary or incidental to the foregoing, all on the terms and conditions and subject 
to the limitations set forth in this Agreement.   

SECTION 1.5 Registered Agent; Registered Office.  The Company’s registered agent 
and registered office are set forth in the Articles, and may be changed from time to time by the 
Manager, in which case the Manager shall file a statement of change as required by the Act. 
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SECTION 1.6 Term Company.  The Company is a term company as defined in the Act.  
The Company commenced at the time and on the date appearing in the Articles and shall continue in 
existence for the term fixed in the Articles, or until it is dissolved, its affairs are wound up and final 
liquidating distributions are made pursuant to this Agreement; provided, however, the Company may be 
continued beyond the term fixed in the Articles if all of the Members consent to the waiver of the right 
to have the Company’s business wound up and the Company terminated under Section 33-44-802(b) of 
the Act. 

ARTICLE 2 
CAPITAL CONTRIBUTIONS; 

ISSUANCE OF INTERESTS; CAPITAL ACCOUNTS 

SECTION 2.1 Capital Contributions.  Each Member hereby agrees to make Capital 
Contributions to the Company in accordance with and subject to the terms of this Agreement. Any 
Person subscribing to purchase Units in the Company shall pay its entire Capital Commitment upon 
such subscription to the Company.  

SECTION 2.2 Member and Manager Loans.  The Members may be permitted to make 
loans to the Company if and to the extent they so desire, and if the Manager determines that such loans 
are necessary or appropriate in connection with the conduct of the Company’s business.  Any Member 
loans pursuant to this Section shall be repaid to the Members on a pari passu basis together with any 
interest accrued thereon unless any Member making a loan to the Company agrees in writing to 
subordinate its loan to that of another Member.  Additionally, the Manager and its Affiliates shall be 
permitted, without obtaining a Member vote or approval, to lend money to the Company on terms 
comparable to the terms on which other Members have lent money, or, in the event no Member loans 
have been issued or are being issued, bearing interest at the Prime Rate plus three percent with 
repayment prior to any distributions to the Members. 

SECTION 2.3 Issuance of Additional Interests.  Subject to the provisions of this 
Agreement, the Manager may cause the Company to issue additional Interests (“Additional Interests”) 
to existing Members or other Persons in exchange for such Capital Contributions and pursuant to such 
other terms and conditions as the Manager shall determine; provided that the Company shall not issue 
Interests to any Person unless such Person shall have executed and delivered such instruments and shall 
have taken such actions as the Manager shall deem necessary or desirable, including, without 
limitation, the execution of a counterpart of this Agreement, which shall be deemed for all purposes to 
constitute an amendment to this Agreement providing for such admission, and any other requirements 
under this Section 2.3.  The issuance of Additional Interests in the Company shall dilute the Percentage 
Interests of each of the Unitholders in proportion to the number of Units held by such Unitholders at the 
time of issuance.

SECTION 2.4 No Required Additional Capital Contributions; Loans.  No Unitholder 
shall be obligated to make, or have any liability for, any Capital Contributions other than such 
Unitholder’s Capital Contribution to acquire its Interest or be obligated to lend money to the Company 
or guarantee any loan to the Company without the consent of such Person. 

SECTION 2.5 Maintenance of Capital Accounts; Withdrawals; Interest.  Individual 
Capital Accounts shall be maintained for each of the Unitholders.  No Unitholder shall be entitled to 
withdraw any part of its Capital Account or to receive any distribution except as provided in this 
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Agreement.  No Unitholder shall be entitled to receive any interest on its Capital Contributions or with 
respect to its Capital Account.  Each Unitholder shall look solely to the assets of the Company for the 
return of its Capital Contributions and, except as otherwise provided in this Agreement, shall have no 
right or power to demand or receive property other than cash from the Company.  No Unitholder shall 
have priority over any other Unitholder as to the return of its Capital Contributions, distributions or 
allocations, except as provided in this Agreement.   

ARTICLE 3 
DISTRIBUTIONS 

SECTION 3.1 Amount and Priority of Distributions. 

(a) Distribution of Distributable Cash. Prior to the dissolution of the Company, Net Cash 
From Operations shall be distributed to the Unitholders as the Manager shall determine in its sole and 
absolute discretion in the following order and priority: 

(i) First, to the Investor Unitholders in proportion to their Unpaid Preferred Returns until 
no Unitholder has an Unpaid Preferred Return; and 

(ii) Second, 60% to the Unitholders, 40% to the Manager.

(b) Distributions from a Capital Event. Net Cash from Capital Events shall be distributed to 
the Unitholders and the Manager at such times and in such amounts as the Manager shall determine in its 
sole and absolute discretion in the following order and priority: 

(i) First, to the Investor Unitholders in proportion to their Unpaid Preferred Returns until 
no Investor Unitholder has an Unpaid Preferred Return; 

(ii) Next, to the Unitholders with Unreturned Capital Contributions in proportion to their 
Unreturned Capital Contributions until no Unitholder has any Unreturned Capital 
Contributions; and 

(iii) Next, 75% to the Unitholders and 25% to the Manager. 

SECTION 3.2 Discretionary Tax Distributions.  The Manager, in its sole discretion, 
may cause the Company to make distributions of cash to the Unitholders in amounts intended to enable 
the Unitholders (or any Person whose tax liability is determined by reference to the income of a 
Unitholder) to discharge their United States federal, state and local income tax liabilities arising from 
the allocations made or to be made pursuant to Article 4 to the extent the Manager determines that other 
distributions pursuant to Section 3.1 are not sufficient to discharge such income tax liabilities.  Whether 
a distribution will be made pursuant to this Section and the amount distributable, if any, shall be 
determined by the Manager in its discretion, based on the amounts allocated to the Unitholders, and 
otherwise based on such reasonable assumptions as the Manager determines in good faith to be 
appropriate. 

SECTION 3.3 Tax Withholding.  In the event any federal, foreign, state or local 
jurisdiction requires the Company to withhold taxes or other amounts with respect to any Unitholder’s 
allocable share of Profits, taxable income or any portion thereof, or with respect to distributions, the 
Company shall withhold from distributions or other amounts then due to such Unitholder an amount 
necessary to satisfy the withholding responsibility.  In such a case, the Unitholder for whom the 
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Company has paid the withholding tax shall be deemed to have received the withheld distribution or 
other amount due and to have paid the withholding tax directly.  Consequently, distributions to be made 
to a Unitholder pursuant to Section 3.1 or Section 3.2 will be reduced by any withholding made 
pursuant to this Section 3.3. 

If it is anticipated that at the due date of the Company’s withholding obligation the Unitholder’s 
share of cash distributions or other amounts due is less than the amount of the withholding obligation 
(including, due to the fact that such Person is no longer a Unitholder), the Unitholder (or former 
Unitholder) with respect to which the withholding obligation applies shall pay to the Company the 
amount of such shortfall within ten (10) days after notice by the Company.  In the event a Unitholder 
(or former Unitholder) fails to make the required payment when due hereunder, and the Company 
nevertheless pays the withholding, in addition to the Company’s remedies for breach of this Agreement, 
the amount paid shall be deemed a recourse loan from the Company to such Unitholder (or former 
Unitholder) bearing interest at the Default Rate, and the Company shall apply all distributions (interim 
or liquidating) or payments that would otherwise be made to such Unitholder (or former Unitholder) 
toward payment of the loan and interest, which payments or distributions shall be applied first to 
interest and then to principal until the loan is repaid in full. 

SECTION 3.4 Noncash Interim and Liquidating Distributions.  The Company may 
make interim and liquidating distributions to the Unitholders other than in cash as determined by the 
prior written consent of the Manager.   

SECTION 3.5 Distributions Subject to Set-Off.  Except as otherwise provided in this 
Agreement, all distributions (interim or liquidating) are subject to set-off by the Company for any past-
due obligation of a Unitholder to the Company. 

ARTICLE 4 
ALLOCATIONS 

SECTION 4.1 Profits and Losses.  For each Fiscal Year of the Company, after adjusting 
each Unitholder’s Capital Account for all Capital Contributions and distributions during such Fiscal 
Year and all Regulatory Allocations pursuant to Exhibit D with respect to such Fiscal Year, all Profits 
and Losses (other than Profits and Losses specially allocated pursuant to Exhibit D) shall be allocated 
to the Unitholders’ Capital Accounts in a manner such that, as of the end of such Fiscal Year, the 
Capital Account of each Unitholder (which may be either a positive or negative balance) shall be equal 
to the following: (i) the amount which would be distributed to such Unitholder, determined as if the 
Company were to liquidate and sell all of its assets for cash equal to the Agreed Value thereof, all 
liabilities of the Company were satisfied (limited with respect to each nonrecourse liability to the 
Agreed Value of the assets securing such liability) and the proceeds thereof were distributed pursuant to 
Section 10.3 hereof, minus (ii) the sum of (A) such Unitholder’s share of Company Minimum Gain (as 
determined according to Treasury Regulation Section 1.704-2(d) and (g)(3)) and Member Nonrecourse 
Debt Minimum Gain (as determined according to Treasury Regulation Section 1.704 2(i)) and (B) the 
amount, if any, which such Unitholder is obligated to contribute to the capital of the Company as of the 
last day of such Fiscal Year. 

SECTION 4.2 Allocations Savings Provision.  The allocations set forth in this Article 4 
are intended to allocate Profits and Losses to the Unitholders in accordance with their economic 
interests in the Company while complying with the requirements of Subchapter K of Chapter 1 of 
Subtitle A of the Code (particularly Section 704 thereof) and the Treasury Regulations promulgated 
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thereunder.  It is the intent of the Members that if immediately after making the allocations set forth in 
this Article 4, the Company was dissolved, its affairs wound up and its assets were distributed to the 
Unitholders in accordance with their respective Capital Account balances, such distributions would, as 
nearly as possible, be equal to the distributions that would be made pursuant to Section 3.1.  If, in the 
opinion of the Manager, the allocations pursuant to the other provisions of this Article 4 are not 
consistent with the intent of the Members described in the previous sentence, then notwithstanding 
anything to the contrary contained in this Article 4, Profits and Losses shall be allocated in such manner 
as the Manager in the exercise of his good faith discretion determines to be required so as to reflect 
properly the foregoing premises and conditions of this Section, and this Agreement shall thereby be 
amended to reflect any such change in the method of allocating Profits and Losses; provided, however, 
that any change in the method of allocating Profits and Losses shall be made in good faith and shall not 
materially alter the economic arrangement of the Members or otherwise unfairly discriminate against 
any Member. 

SECTION 4.3 Code Section 704(c) Tax Allocations.  Income, gain, loss, and deduction 
with respect to any property contributed to the capital of the Company shall, solely for tax purposes, be 
allocated among the Unitholders so as to take account of any variation between the adjusted basis of 
such property to the Company for federal income tax purposes and its initial Agreed Value pursuant to 
any method allowable under Code § 704(c) and the Treasury Regulations promulgated thereunder. 

If the Agreed Value of any Company asset is adjusted after its contribution to the Company, 
subsequent allocations of income, gain, loss and deduction with respect to such asset shall take account 
of any variation between the adjusted basis of such asset for federal income tax purposes and its Agreed 
Value pursuant to any method allowable under Code § 704(c) and the Treasury Regulations 
promulgated thereunder. 

Any elections or other decisions relating to allocations under this Section shall be determined by 
the Manager.  Absent a determination by the Manager, the remedial allocation method under Treasury 
Regulation § 1.704-3(d) shall be used.  Allocations pursuant to this Section are solely for purposes of 
federal, state, and local taxes and shall not be taken into account in computing any Unitholder’s Capital 
Account or share of Profits, Losses, other items, or distributions pursuant to any provision of this 
Agreement. 

SECTION 4.4 Miscellaneous. 

(a) Allocations Attributable to Particular Periods.  For purposes of determining Profits, 
Losses or any other items allocable to any period, such items shall be determined on a daily, monthly, 
or other basis, as determined by the Manager using any permissible method under Code § 706 and the 
Treasury Regulations thereunder.  Absent such a determination, such items shall be determined on a 
daily basis. 

(b) Other Items.  Except as otherwise provided in this Agreement, all items of Company 
income, gain, loss, deduction, credit and any other allocations not otherwise provided for shall be 
divided among the Unitholders in the same proportion as they share Profits or Losses, as the case may 
be, for the year. 

(c) Tax Consequences; Consistent Reporting.  The Unitholders are aware of the income tax 
consequences of the allocations made by this Article and hereby agree to be bound by those allocations 
as reflected on the information returns of the Company in reporting their shares of Company income 
and loss for income tax purposes.  Each Unitholder agrees to report its distributive share of Company 



6

items of income, gain, loss, deduction and credit on its separate return in a manner consistent with the 
reporting of such items to it by the Company.   

ARTICLE 5 
MANAGEMENT 

SECTION 5.1 Management by the Manager; Delegation of Authority.   

(a) General Authority of the Manager.  Except as set forth in those provisions of this 
Agreement that specifically require the vote, consent, approval or ratification of the Members, the 
management, policies and control of the Company shall be vested exclusively in the Manager; 
provided, however, the Manager may delegate its authority and duties hereunder and engage third-
parties (including its Affiliates) in connection with the management of the Company as provided in this 
Agreement.  No Member (by sole virtue of such Person’s capacity as a Member) has the actual or 
apparent authority to cause the Company to become bound to any contract, agreement or obligation, 
and no Member shall take any action purporting to be on behalf of the Company. 

(b) Powers.  Except as otherwise explicitly provided herein, the Manager shall have the 
power on behalf and in the name of the Company to implement any and all of the objectives of the 
Company and to exercise any and all rights and powers the Company may possess including the power 
to cause the Company to make any elections available to the Company under applicable tax or other 
laws and the power to evaluate, make, monitor and liquidate the Company’s investments.  No Person 
that is not a Member, in dealing with the Manager, shall be required to determine the Manager’s 
authority to make any commitment or engage in any undertaking on behalf of the Company or to 
determine any fact or circumstance bearing upon the existence of the authority of the Manager. 

(c) Management Company.  The Manager may cause the Company to enter into a contract 
with an Affiliate of the Manager or its members for the provision of management services in connection 
with the business and affairs of the Company so long as such contract is terminable by the Company at 
any time.  For purposes hereof, the “Management Company” shall mean an Affiliate of the Manager 
or its members designated by the Manager as such in its sole discretion.  The Manager may elect, in its 
sole discretion, to revoke the designation of any entity designated as the Management Company 
hereunder at any time and to designate any other Affiliate of the Manager or its members as the 
Management Company. 

SECTION 5.2 Investment Opportunities; Affiliated Transactions.   

(a) General.  Except as expressly provided in this Section 5.2, this Agreement shall not: (i) 
require any Member or the Manager or any of their respective Affiliates or Related Parties to offer the 
Company any investment opportunity; (ii) otherwise limit or restrict any of such Persons from buying, 
selling, investing in or otherwise dealing with any other investments; or (iii) otherwise limit or restrict 
any of such Persons from engaging in business with, having investment responsibilities for, rendering 
investment banking, commercial banking or investment or other advisory services to, performing other 
services for or collecting fees from, any Person. 

(b) Activities of the Manager.  The Manager agrees to devote such time to the affairs of the 
Company as shall be required to effectively manage the business and affairs of the Company. 

(c) Transaction with Employee or Other Service Providers.  The fact that any Unitholder 
or any Affiliate of a Unitholder, or any employee, partner, member, officer, or director of either a 
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Unitholder or an Affiliate of a Unitholder, is employed by, or is directly or indirectly interested in or 
connected with, any Person employed by the Company or any Affiliate of the Company to render or 
perform a service, shall not prohibit the Company or any Affiliate of the Company from engaging in 
any transaction with such Person, and neither the Company nor any other Unitholder shall have any 
right in or to any income or profits derived from such transaction by such Unitholder or Person. 

(d) Transactions with Unitholders or Affiliates.  To the extent that any Unitholder or any 
Affiliate enters into any material transaction with the Company, the terms and conditions of such 
transaction shall be no less favorable to the Company than those that could have been obtained for 
comparable products or services from an unaffiliated third party with similar expertise and experience.  
Each Member agrees that the Manager, any Member, and their respective members, managers, 
officers, directors, employees and Affiliates and Related Parties may provide services to the Company 
pursuant to services agreements, including management services agreements, and may receive fees, 
commissions, remuneration or reimbursement of expenses in connection with these activities. 

(e) Other Permitted Activities.  Each Member agrees that the Manager, any Member, and 
their respective members, managers, officers, directors, employees and Affiliates and Related Parties 
may sponsor, establish, manage, invest, participate, or engage in (for their own accounts or for the 
accounts of others), or may possess an interest in, other ventures and investment and professional 
activities of every kind, nature and description, independently or with others, including:  sponsorship 
and management of other investment funds or entities (including those that may have an investment 
objective, strategy and geographic scope that is the same as or substantially similar to those of the 
Company); investment in, financing, acquisition or disposition of real estate; investment and 
management counseling; providing commercial real estate brokerage, leasing, management and 
advisory services; or serving as officers, directors, managers, consultants, advisors or agents of other 
companies, partners of any partnership, members of any limited liability company or trustees of any 
trust (and may receive fees, commissions, remuneration or reimbursement of expenses in connection 
with these activities).  Further, the parties expressly agree that neither the Company nor any Unitholder 
shall have any rights in or to activities permitted by this Subsection or to any fees, income, profits or 
goodwill derived therefrom.  For the avoidance of doubt, neither the Company nor any Unitholder 
shall, solely by virtue of this Agreement, have any right, title or interest in or to any other fund.   

(f) Representations, Warranties, Acknowledgments and Agreements of Members 
Regarding Certain Conflicts of Interest.  Each Member (i) represents and warrants that such Member 
has carefully reviewed and understood the information regarding actual and potential conflicts of 
interest described in the Form C and this Section 5.2 and (ii) acknowledges and agrees that the Manager 
and its Affiliates may engage, and may cause the Company to engage, without liability to the Company 
or the Unitholders, in any and all of the investment activities of the type or character described or 
contemplated in the Ford C and this Section 5.2, whether or not such activities have or could have an 
effect on the Company’s affairs or on the Property. 

(g) Conflicts of Interest Not Provided for in this Section 5.2 or Elsewhere in this 
Agreement.  On any matter involving a conflict of interest not provided for in this Section 5.2 or 
elsewhere in this Agreement, the Manager shall be guided by its good faith judgment as to the best 
interests of the Company and shall take such actions as are determined by the Manager to be necessary 
or appropriate to ameliorate such conflicts of interest. 

SECTION 5.3 Borrowing and Guarantees.   
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(a) Borrowing.  The Manager may cause the Company to borrow funds and guarantee 
obligations in connection with the Property and to borrow funds to pay Company expenses or to 
provide for interim financing in furtherance of the Company’s business, and in connection therewith 
may obtain one or more credit facilities which may be secured by the Company’s assets.   

(b) Guarantees.  A Member or the Manager and their Affiliates may be requested from 
time to time to guaranty debt of the Company.  If a Member, the Manager or their Affiliates elect to 
guarantee any such indebtedness, the Company may pay the Person guarantying such debt a market rate 
fee for providing such guaranty. 

SECTION 5.4 Removal of the Manager.   

(a) General.  A Supermajority in Interest of the Members (excluding any Affiliate of the 
Manager) may remove the Manager, at any time following a determination of Cause and a failure of the 
Manager to cure such Cause within 90 days after a determination that such event constitutes Cause, 
with such removal to be effective as of the date not less than 15 days from the date of notice to the 
Manager of such removal.  For purposes of applying this Section, the Manager shall be deemed to have 
cured any determination of Cause if it terminates or causes the termination of employment with the 
Manager and its Affiliates of all individuals who engaged in the conduct constituting such Cause and 
makes the Company whole for any actual financial loss which such conduct had caused the Company.  
For purposes of this Section 5.4, “Cause” means (A) a non-appealable, final determination by a court 
of competent jurisdiction that the Manager has committed an intentional and material breach of its 
duties under this Agreement which has a material adverse effect on the business of the Company or the 
ability of the Manager to perform its duties under this Agreement or (B) a nonappealable, final 
determination by a court of competent jurisdiction that the Manager has committed fraud or willful 
malfeasance in connection with the performance of its duties under the terms of this Agreement which 
has a material adverse effect on the business of the Company or the ability of the Manager to perform 
its duties under this Agreement. 

(b) Liability of a Removed Manager.  Upon the occurrence of the removal of the Manager, 
the Manager nonetheless shall remain liable for obligations and liabilities incurred by it as Manager 
prior to the time of such withdrawal or removal, but, from and after the time of such withdrawal or 
removal, it shall be free of any obligation or liability incurred on account of the activities of the 
Company.  

ARTICLE 6 
EXPENSES 

SECTION 6.1 Organizational Expenses.  The Company shall bear and pay all 
Organizational Expenses of the Company.  After the Initial Closing, the Company shall reimburse the 
Manager for any Organizational Expenses paid by the Manager through the Initial Closing.  The term 
“Organizational Expenses” shall refer to all costs and expenses pertaining to the organization and 
formation of the Company and/or the offering and sale of Units in the Company, including all legal, 
accounting, consulting, brokerage and filing fees and expenses, and other expenses incurred by the 
Company. 

SECTION 6.2 Enumerated Expenses Deducted from Distributable Cash. 
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(a) Fees Paid to Manager or Management Company. The Company shall pay to the 
Manager an Affiliate of the Manager, or, if a Management Company has been designated at the time of 
payment, the Management Company the following fees for the operation of the Company, which shall 
be included as deductible expenses in the calculation of Distributable Cash: 

(i) Construction Management Fee.  The Company shall pay the Manager 
or an Affiliate of the Manager a Construction Management Fee.  The “Construction 

Management Fee” will equal 3.5% of the total costs of construction for the rehabilitation of the 
Property. The Construction Management Fee will be paid monthly. 

(ii) Development Fee.  The Company shall pay the Manager or an Affiliate 
of the Manager a Development Fee.  The “Development Fee” will equal 3.5% of the total costs 
of construction for the rehabilitation of the Property. The Development Fee will be paid 
monthly. 

(iii) Property Management Fee.  The Company shall pay the Manager or an 
Affiliate of the Manager a Property Management Fee.  The “Property Management Fee” will 
equal 5% of the gross rent received by the Company.  The Property Management Fee will be 
paid monthly in arrears.   

SECTION 6.3 Operating and Company Expenses.  

(a) Operating Expenses.  The Company shall bear and be charged with all operating 
expenses of the Company.  After the Initial Closing, the Company shall reimburse the Manager (and 
the Management Company, if one has been designated) for any operating expenses of the Company 
paid by the Manager (or the Management Company, if one has been designated) through the Initial 
Closing. 

(b) Manager’s Expenses.  The Manager, as applicable, shall pay, without reimbursement 
by the Company, all of its own ordinary administrative and overhead expenses, including, but not 
limited to, all costs and expenses on account of rent, salaries, wages, bonuses and other employee 
benefits. 
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ARTICLE 7 
EXCULPATION; INDEMNIFICATION 

SECTION 7.1 Exculpation.  To the full extent permitted by law, no Covered Person shall 
be deemed to violate this Agreement or be liable, responsible or accountable in damages or otherwise to 
the Company or any Member or assignee for any action or failure to act, unless (and only to the extent 
that) such violation or liability is attributable to such Person’s gross negligence, willful misconduct or 
bad faith.  Without limiting the generality of the foregoing, each such Person shall, in the performance 
of its or his duties, be fully protected in relying in good faith upon the records of the Company and 
upon information, opinions, reports or statements presented to such Person by the Manager or any 
other Person as to matters such Person reasonably believes are within such other Person’s professional 
or expert competence and who has been selected by the Manager with reasonable care to perform 
services for the Company.  In the event the Manager or the Company is required to provide any 
information to regulatory authorities or take other actions as may be required to comply with anti-
money laundering laws and regulations, neither the Manager, the Company nor any of their Affiliates 
shall be liable for any loss or injury to a Member or assignee that may occur as a result of disclosing 
such information or taking such action.  In no event shall a Covered Person be liable to the Company or 
to any of the Members or their successors for special, incidental, punitive or consequential damages. 

SECTION 7.2 Indemnification. 

(a) General. Each Covered Person (each, an “Indemnitee”) shall be indemnified, subject to 
the other provisions of this Agreement, by the Company (only out of Company assets, including the 
proceeds of liability insurance) against any claim, demand, controversy, dispute, cost, loss, damage, 
expense (including reasonable attorneys’ fees), judgment and/or liability incurred by or imposed upon 
the Indemnitee in connection with any action, suit or proceeding (including any proceeding before any 
administrative or legislative body or agency), to which the Indemnitee may be made a party or 
otherwise involved or with which the Indemnitee shall be threatened, by reason of the Indemnitee’s 
being at the time the cause of action arose or thereafter, the Manager (including the Manager acting as 
the Partnership Representative or liquidator under Section 10.3), the Management Company, a 
shareholder, member, manager, director, officer, manager, employee, consultant or other agent 
thereof, a principal, a liquidating trustee (if any), or a director, officer, manager, member, employee, 
consultant or other agent of any organization of which the Company is or was a creditor, which other 
organization the Indemnitee serves or has served as director, officer, manager, member, employee, 
consultant or other agent at the request of the Company (whether or not the Indemnitee continues to 
serve in such capacity at the time such action, suit or proceeding is brought or threatened). 

(b) Effect of Judgment. An Indemnitee shall not be indemnified with respect to matters as 
to which the Indemnitee shall have been finally adjudicated to have been engaged in conduct which 
constitutes fraud, willful malfeasance, intentional and material breach of this Agreement or conduct that 
is the subject of a criminal proceeding (where such Indemnitee had reasonable cause to believe that such 
conduct was unlawful). 

(c) Effect of Settlement.  In the event of settlement of any action, suit or proceeding 
brought or threatened, such indemnification shall apply to all matters covered by the settlement except 
for matters as to which the Company is advised by counsel (who may be counsel regularly retained to 
represent the Company) that the Person seeking indemnification, in the opinion of counsel, acted 
fraudulently, with willful malfeasance, or with respect to an intentional and material breach of this 
Agreement, or, with respect to any criminal action or proceeding, with reasonable cause to believe such 
Person’s conduct was unlawful. 
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(d) Reimbursement of Expenses.  The Company shall promptly reimburse (or advance to 
the extent reasonably requested) each Indemnitee for reasonable legal or other expenses (as incurred) by 
such Indemnitee in defending a civil or criminal action, suit or proceeding, or in opposing any claim 
arising in connection with any potential or threatened civil or criminal action, suit or proceeding, in 
advance of the final disposition of such action, suit or proceeding, upon receipt of an enforceable 
undertaking by such Indemnitee to repay such payment if the Indemnitee shall be determined to be not 
entitled to indemnification for such expenses pursuant to this Article 7. 

(e) Insurance.  The Manager, on behalf of the Company, shall cause the Company to 
purchase and maintain insurance, at the expense of the Company and to the extent available, for the 
protection of a Covered Person against any liability incurred by such Person in any such capacity or 
arising out of his status as such, whether or not the Company has the power to indemnify such Person 
against such liability.  Notwithstanding the previous sentence, the Manager, in its discretion, from time 
to time may waive the requirement that the Company purchase such insurance. 

(f) Survival of Protection.  The provisions of this Section 7.2 shall continue to afford 
protection to each Covered Person regardless of whether such Covered Person remains in the position 
or capacity pursuant to which such Covered Person became entitled to indemnification under this 
Section 7.2 and regardless of any subsequent amendment to this Agreement; provided, that, no such 
amendment shall reduce or restrict the extent to which these indemnification provisions apply to actions 
taken or omissions made prior to the date of such amendment. 

(g) Successors.  The foregoing right of indemnification shall inure to the benefit of the 
executors, administrators, personal representatives, successors or assigns of each such Indemnitee. 

(h) Right to Indemnification from Other Sources.  The rights to indemnification and 
advancement of expenses conferred in this Section 7.2 shall not be exclusive of any other right which 
any Indemnitee may have or hereafter acquire under any law, statute, rule, regulation, charter 
document, by-law, contract or agreement. 

SECTION 7.3 Limitation by Law.  If any Covered Person or Indemnitee or the Company 
itself is subject to any law, rule or regulation which restricts the extent to which any Person may be 
exonerated or indemnified by the Company, then the exoneration provisions set forth in Section 7.1 and 
the indemnification provisions set forth in Section 7.2 shall be deemed to be amended, automatically 
and without further action by the Manager or the Members, to the minimum extent necessary to 
conform to such restrictions. 

SECTION 7.4 Effectuation of Section.  The Manager is authorized on behalf of the 
Company to enter into such agreements with all and any Persons indemnified under Section 7.2 as it 
may consider appropriate to give effect to the foregoing provisions and make them binding and 
enforceable against the Company by such Persons. 

ARTICLE 8 
MEMBERS; SPECIAL MEMBER PROVISIONS 

SECTION 8.1 Duties of Members.  Except as otherwise provided in this Agreement, a 
Member who is not also a Manager owes no duties to the Company or to the Unitholders solely by 
reason of being a Member. 
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SECTION 8.2 Limited Liability of Members.  Except for the amount of any distribution 
that a Member may be required to return to the Company pursuant to the Act, no Member (in such 
capacity) shall be liable to the Company or for any debts or losses of capital or profits of the Company. 

SECTION 8.3 No Agency Authority.  Except as expressly provided in this Agreement, 
no Member (by sole virtue of such Person’s capacity as a Member) has the actual or apparent authority 
to cause the Company to become bound to any contract, agreement or obligation, and no Member shall 
take any action purporting to be on behalf of the Company. 

SECTION 8.4 No Voluntary Withdrawal.  A Member is not entitled to withdraw 
voluntarily from the Company. 

SECTION 8.5 Deceased, Incompetent, Bankrupt or Dissolved Members.  Upon the 
death, incompetency, Event of Bankruptcy, termination, liquidation or dissolution of a Member, the 
rights and obligations of that Member under this Agreement shall be binding upon, and shall inure to 
the benefit of, that Member’s successor, estate or legal representative, and each such Person shall be 
treated as assignees with only the rights and subject to the restrictions, conditions and limitations 
described in Section 9.2 and the Act and shall become a Member only after complying with the 
provisions of Section 9.3.  

SECTION 8.6 No Required Meetings. The Members may but shall not be required to 
hold any annual, periodic or other formal meetings.  Whenever the vote or consent of Members is 
permitted or required under this Agreement, such vote or consent may be given at a meeting of 
Members called pursuant to the procedures in the following Section or may be given in accordance with 
the procedure prescribed in Section 8.8 for written consent to action in lieu of actual meetings. 

SECTION 8.7 Meetings of the Members 

(a) Call of Meetings. Meetings of the Members may be called by the Manager or 25% in  
Interest of the Members by notice to all the other Members. 

(b) Notice of Meetings. The Manager or Member(s), as the case may be, calling a meeting 
of  
the Members shall deliver notice thereof to all of the Members and, if called by a Member or 
Members, to the Manager.  Any notice regarding a meeting shall be in writing and shall set forth the 
date and time of the meeting, the nature of the business to be transacted, and, unless the meeting is a 
conference call meeting, the place of the meeting.  Notice of any meeting shall be given pursuant to 
Section 13.1 below to the Members not less than seven (7) days nor more than thirty (30) days prior to 
the meeting. 

(c) Waiver of Notice.  Any notice of a meeting of the Members required to be delivered to 
any Member or the Manager under this Agreement or the Act may be waived in writing by that 
Member or Manager (whether before, during or after that meeting).  Notice of any meeting of the 
Members shall be deemed to have been waived by attendance at the meeting, unless the Member 
attends the meeting solely for the purpose of objecting to holding the meeting or transacting particular 
business at the meeting and so objects at the beginning of the meeting.  Any action taken at a meeting 
of the Members at which proper notice was not delivered to, or waived by, all of the Members entitled 
to notice and the Manager will be null and void and of no effect whatsoever. 
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(d) Record Date.  For the purpose of determining the Members entitled to receive notice 
of, or to vote at, any meeting of the Members or any adjournment thereof or entitled to take any other 
action (including informal action authorized by the following Section), the Person(s) requesting such 
meeting or seeking such informal action may fix, in advance, a date as the record date for any such 
determination of Members.  Such date shall not be more than five (5) days prior to any such meeting or 
action. 

(e) Place of Meetings; costs.  The Manager or the Members calling the meeting may 
designate any place, either within or outside the State of South Carolina, as the place of meeting for any 
meeting of the Members.  The costs of holding meetings of the Members are to be paid by the 
Company. 

(f) Voting.  Except as otherwise expressly provided in this Agreement, the vote, consent, 
approval or ratification of a majority in Interest of the Members shall be required in order to constitute 
Member action.  Each Member shall have that number of votes equal to such Member’s number of 
Units. 

(g) Proxies.  At all meetings of Members, a Member may vote in person or by proxy 
executed in writing by the Member or by a duly authorized attorney in fact.  Such proxy shall be filed 
with the Manager before or at the time of the meeting.  No proxy shall be valid after eleven (11) 
months from the date of its execution, unless otherwise provided in the proxy. 

(h) Manner of Meetings.  Members may participate in a meeting by any communication by 
means of which all participating Members can hear and speak to each other during the meeting.  A 
Member participating in a meeting is deemed to be present in person at the meeting, except where a 
Member participates in the meeting for the express purpose of objecting to the transaction of any 
business on the ground that the meeting is not lawfully called or convened.  A meeting of the Members 
may be held via conference call with no physical location designated as the place of the meeting.  The 
Manager or the Member(s) calling a conference call meeting shall be responsible for arranging the 
conference call and shall specify in the notice of the conference call meeting the method by which the 
Members can participate in the conference call.  The Manager will designate the person who is to 
preside over the meeting.  If the Manager fails to designate someone to chair a meeting of the 
Members, the Members shall elect by a majority in Interest of those Members present a Member to 
preside over the meeting.  The presiding Person shall cause a record to be kept of the meeting, which 
shall be filed with the Company’s permanent records. 

SECTION 8.8 Written Consent to Action in Lieu of Actual Meetings 

a. Written Consent. Any action that is permitted or required to be taken by the Members, 
including any amendment to the Articles or to this Agreement, may be taken or ratified by written 
consent setting forth the specific action to be taken, which written consent is (a) delivered to all of the 
Members in the manner provided in Section 13.1, (b) signed within thirty (30) days of being sent by 
that number of Members holding the number of votes required in order to take the specified action, and 
(c) delivered to the Manager to be included in the Company’s permanent records.  The written consent 
may be signed in one or more counterparts. 

ARTICLE 9 
TRANSFER OF INTERESTS 
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SECTION 9.1 In General.  No Unitholder shall Transfer all or any portion of its Interest 
without the prior written consent of the Manager, which consent may be given or withheld in the sole 
discretion of the Manager.  Any Transfer which does not comply with the provisions of this Article 
shall be void. 

SECTION 9.2 Rights of Assignees.  Any Person (who is not already a Member) who 
takes or acquires, by whatever means, the Interest of any Unitholder in the Company but is not 
admitted as a Member pursuant to the following Section shall become an assignee with respect to such 
Interest. 

An assignee with respect to an Interest is entitled only to receive distributions and allocations 
with respect to such Interest as set forth in this Agreement, and shall have no other rights, benefits or 
authority of a Member under this Agreement or the Act, including without limitation no right to receive 
notices to which Members are entitled under this Agreement, no right to vote, no right to access to 
information concerning the Company’s transactions, no right to inspect or copy the books or records of 
the Company, no right to bring derivative actions on behalf of the Company, and no other rights of a 
Member under the Act or this Agreement.  Moreover, an assignee shall not have the right to seek a 
judicial determination that it is equitable to dissolve and wind up the Company’s business under Section 
33-44-801(5) of the Act; provided, however, the Interest of an assignee shall be subject to all of the 
restrictions, obligations and limitations under this Agreement and the Act, including without limitation 
the restrictions on Transfer of Interests contained in this Article and subject to any claims or offsets the 
Company has against the assignor of such Interest, regardless of whether those claims or offsets exist at 
the time the assignee takes or acquires such Interest or arise afterwards.  An amendment to this 
Agreement may change the rights of an assignee, even if the amendment is made after the assignee 
takes or acquires the Interest. 

Notwithstanding anything to the contrary in this Agreement, an assignee shall not be entitled to 
receive any distributions from the Company until such assignee delivers to the Manager written notice 
of the Transfer, proof of the Transfer deemed sufficient by the Manager, the assignee’s federal and 
state tax identification numbers, the assignee’s current legal address and telephone number, and such 
other information as the Manager may reasonably request. 

No Member shall be permitted to Transfer its Capital Account or rights to distributions and 
allocations with respect to an Interest and yet retain any of the other rights attendant to his Interest.  
Moreover, a Member shall not be permitted to Transfer the management participation and other 
noneconomic rights attendant to an Interest.  A Member who Transfers all of the Member’s Capital 
Account and rights to distributions and allocations with respect to the Member’s entire Interest ceases to 
be a Member pursuant to Section 9.1 above. 

SECTION 9.3 Admission of Assignees as Members.  Any Person (who is not already a 
Member) who takes or acquires, by whatever means, the Interest of any Unitholder in the Company 
shall be admitted as a Member only upon the written consent of the Manager. The giving or 
withholding of such consent shall be in the sole, absolute and arbitrary discretion of the Manager.  In 
addition, except as otherwise provided in this Agreement, no Person shall be admitted as a Member 
unless such Person: 

(a) Elects to become a Member by executing and delivering such Person’s written 
acceptance and adoption of the provisions of this Agreement; 
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(b) Executes, acknowledges and delivers to the Company such other instruments as the 
Company may deem necessary or advisable to effect the admission of such Person as a Member; and 

(c) Pays a transfer fee to the Company in an amount sufficient to cover all reasonable 
expenses of the Company connected with the admission of such Person as a Member. 

An assignee who becomes a Member is liable for the obligations of the transferor to make 
contributions but is not obligated for liabilities unknown to the assignee at the time the assignee became 
a Member and which could not be ascertained from this Agreement.  Whether or not an assignee 
becomes a Member, the transferor is not released from the transferor’s liability to the Company. 

The Manager shall amend the Information Exhibit from time to time to reflect the admission of 
Members or the assignment of Interests pursuant to this Article, any permitted issuance of additional 
Units, or changes to any information or matters set forth on the Information Exhibit. 

Notwithstanding anything herein to the contrary, if at any time the Company has only one 
Member, and if that Member’s entire Interest is Transferred, then the transferee(s) of such Member’s 
Interest shall automatically be admitted as a Member. 

SECTION 9.4 Distributions and Allocations With Respect to Transferred Interests.  If 
any Interest is sold, assigned or transferred during any Fiscal Year in compliance with the provisions of 
this Article, then (i) Profits, Losses and all other items attributable to the Interest for such period shall 
be divided and allocated between the transferor and the transferee by taking into account their varying 
interests during the period in accordance with Code § 706(d), using any conventions permitted by the 
Code and selected in accordance with Section 11.7; (ii) all distributions on or before the date of such 
sale, assignment or transfer shall be made to the transferor, and all distributions thereafter shall be 
made to the transferee; and (iii) the transferee shall succeed to and assume the Capital Account, 
Percentage Interest and Capital Contribution obligation amounts, and other similar items of the 
transferor to the extent related to the  transferred Interest.  Solely for purposes of making the 
allocations and distributions, the Company shall recognize such transfer not later than the end of the 
calendar month during which the Company receives notice of such transfer.  If the Company does not 
receive a notice stating the date the Interest was transferred and such other information as the Company 
may reasonably require within thirty (30) days after the end of the Fiscal Year during which the 
transfer occurs, then all of such items shall be allocated, and all distributions shall be made to the 
Person who, according to the books and records of the Company on the last day of the Fiscal Year 
during which the transfer occurs, was the owner of the Interest.  Neither the Company nor any 
Manager shall incur any liability for making allocations and distributions in accordance with the 
provisions of this Section, whether or not any Manager or the Company had knowledge of any transfer 
of ownership of any Interest. 

SECTION 9.5 Special Rules.   

(a) Fiduciary Capacity.  A Unitholder may own an Interest in a fiduciary capacity, such as 
acting as a trustee under a trust agreement, a personal representative, executor, or administrator of an 
estate, or as a custodian.  If so, the Unitholder will have no interest or obligation individually with 
respect to the Interest identified as held in a fiduciary capacity, but will be considered as acting solely 
in that fiduciary capacity. If a Unitholder acting in a fiduciary capacity ceases to act as such, the 
Unitholder’s duly appointed successor will be a Unitholder in the same fiduciary capacity. The parties 
contemplate that a person may be a Unitholder in an individual capacity as well as a Unitholder in one 
or more fiduciary capacities. 
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(b) Multiple Ownership.  In the event of any Transfer which shall result in multiple 
ownership of any Unitholder’s Interest, the Manager may require one or more trustees or nominees to 
be designated as representing a portion of or the entire Interest Transferred for the purpose of receiving 
all notices which may be given, and all payments which may be made, under this Agreement and for 
the purpose of exercising all rights which the transferor as a Unitholder has pursuant to the provisions 
of this Agreement. 

SECTION 9.6 Call Right.   

(a)  The Manager shall have the authority to cause the Company to purchase all, or less 
than all, of any Unitholder’s Units in the Company (“Call Right”).  A Call Right is exercisable by the 
Manager timely delivering written notice to the Unitholder and the Company.  If the Manager causes 
the Company to exercise its Call Right in this Section 9.6, then the Company shall purchase such 
Unitholder’s Units at the fair market value of the Units.  The fair market value shall be determined by 
the Manager, in good faith, based on the amount the Manager reasonably believes the Unitholder would 
receive if the Company sold the Property for fair market value, paid its debts, and liquidated.  The 
purchase price of any Call Right shall be delivered in cash at closing.  

(b) The exercise of a Call Right as provided in this Section shall create a legally binding 
obligation to buy and sell the Units in the Company and take all necessary actions as provided in this 
Section.  If the Company or the Manager exercises an option hereunder, but the Company fails to 
tender the required consideration at the closing, the transferring Unitholder shall have all rights and 
remedies against the Company available for breach of contract.  In addition, if a Unitholder becomes 
obligated hereunder to sell all or any Units to the Company and such Unitholder fails to comply with its 
obligations hereunder, the Manager or Company, as applicable, may at its option, in addition to all 
other remedies they may have, deliver to the Company the purchase price for such Units as herein 
calculated.  Thereupon, the Manager or Company, as applicable, upon written notice to the selling 
Unitholder, shall (i) make commercially reasonable efforts to deliver such purchase price to such selling 
Unitholder, and (ii) make appropriate notation on its books and records denoting ownership of such 
Units by the Company, and thereupon all of such selling Unitholder’s rights in and to such Units shall 
terminate. 

ARTICLE 10 
DISSOLUTION, WINDING UP AND LIQUIDATING DISTRIBUTIONS 

SECTION 10.1 Dissolution Events.  The Company shall dissolve only upon the first to 
occur of any of the following events: 

(a) The expiration of the term of the Company as set forth in its Articles. 

(b) The written consent of the Manager. 

(c) An event that makes it unlawful for all or substantially all of the business of the 
Company to be continued, but any cure of illegality within ninety (90) days after notice to the Company 
of the event is effective retroactively to the date of the event. 

(d) The entry of a decree of judicial dissolution of the Company under Section 33-44-
801(4) of the Act or the administrative dissolution of the Company under Section 33-44-809 of the Act. 
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SECTION 10.2 Winding Up.  Upon the dissolution of the Company, the Manager (or the 
Management Company, if so designated by the Manager), or, if there is no Manager, a liquidating 
trustee appointed by a majority in Interest of the Members, shall proceed to wind up the affairs of the 
Company as provided in this Agreement and the Act.  Upon the dissolution of the Company, an 
accounting shall be made by the Company’s independent accountants of the accounts of the Company 
and of the Company’s assets, liabilities and operations, from the date of the last previous accounting 
until the date of dissolution.  The Manager (or the liquidating trustee) shall dispose of and convey the 
Company’s assets (except to the extent the distribution of assets in kind has been approved in 
accordance with the consent requirements of Section 3.4) as promptly as reasonably possible following 
dissolution as is consistent with obtaining the fair market value for the Company’s assets.  Until final 
distribution, the Manager (or the liquidating trustee) shall continue to operate the Company’s assets 
with all of the power and authority of the Manager.  The costs of the liquidation shall be borne as an 
expense of the Company.  If the Manager (or the Management Company) serves in the role as the 
liquidator, then as long as it is receiving management fees from the Company, it shall not be entitled to 
compensation for providing services in such capacity. 

SECTION 10.3 Liquidating Distributions.  The Company’s assets and proceeds from the 
disposition of the Company’s assets shall be distributed in the following order: 

(a) First, to the Company’s creditors, including Unitholders who are creditors, to the 
extent otherwise permitted by law, other than liabilities to Unitholders for distributions, in satisfaction 
of liabilities of the Company, including establishing such reserves as may be reasonably necessary to 
provide for contingent and other liabilities of the Company (for purposes of determining the Capital 
Accounts of the Unitholders, the amounts of such reserves shall be deemed to be an expense of the 
Company); and 

(b) Next, to the Unitholders and the Manager in the order and priority set forth in Section 
3.1(b). 

The Manager (or the liquidating trustee) shall use its reasonable efforts to comply with the 
timing requirements of Treasury Regulations Section 1.704-1(b)(2)(ii)(g) and make the distributions 
pursuant to Subsection (b) by the end of the taxable year in which the Company liquidates (within the 
meaning of Treasury Regulations Section 1.704-1(b)(2)(ii)(g)) or, if later, within 90 days following 
such liquidation, but will not be bound to do so or liable in any way to any Person for failure to do so. 

Distributions pursuant to Subsection (b) may be made to a trust established by the Members or 
the Company for the benefit of the Unitholders for the purposes of liquidating Company assets, 
collecting amounts owed to the Company, and paying liabilities or obligations of the Company.  The 
assets of any such trust shall be distributed to the Unitholders from time to time, in the reasonable 
discretion of the trustee of the liquidating trust, in the same proportions as the amount distributed to 
such trust by the Company otherwise would have been distributed to the Unitholders pursuant to this 
Agreement. 

SECTION 10.4 No Deficit Restoration Obligation.  Notwithstanding anything to the 
contrary in this Agreement, upon liquidation, if any Unitholder has a deficit Capital Account (after 
giving effect to all contributions, distributions, allocations and other Capital Account adjustments for all 
taxable years, including the year during which such liquidation occurs), such Unitholder shall have no 
obligation to make any Capital Contribution to reduce or eliminate the negative balance of such 
Unitholder’s Capital Account, and the negative balance of such Unitholder’s Capital Account shall not 
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be considered a debt owed by such Unitholder to the Company or to any other Person for any purpose 
whatsoever. 

ARTICLE 11 
BOOKS AND RECORDS; TAX MATTERS 

SECTION 11.1 Books and Records.  The Company shall keep adequate books and records 
at its principal place of business, which shall set forth an accurate account of all transactions of the 
Company, including the Agreed Value of property contributed or to be contributed to the capital of the 
Company.  Any Member or its designated representative shall have the right, upon ten (10) days’ prior 
written notice to the Manager, during normal business hours and without undue disruption, pursuant to 
Section 33-44-408 of the Act to have access to and inspect and copy, at its expense, the contents of such 
books or records.  Notwithstanding the previous sentence, the Manager shall have the right to keep 
confidential from the Members for such period of time as the Manager deems reasonable, any 
information which the Manager reasonably believes to be in the nature of trade secrets or other 
information, the disclosure of which the Manager in good faith believes is not in the best interests of the 
Company or could damage the Company or its business or which the Company is required by law or by 
agreement with a third party to keep confidential. 

SECTION 11.2 Bank and Financial Accounts.  All funds of the Company are to be 
deposited in the Company’s name in such bank accounts or investment accounts as may be determined 
by the Manager and shall be withdrawn solely on the signature of the Manager, unless the Manager 
determines otherwise as evidenced by written resolution. 

SECTION 11.3 Financial Statements. 

(a) Quarterly.  Within ninety (90) days after the close of each quarter of the Fiscal Year 
(other than the last quarter), the Manager shall use commercially reasonable efforts to prepare and 
deliver to each Member a report comprised of unaudited quarterly financial statements of the Company 
for such quarter and a summary of all current Company operations, including all acquisitions and 
dispositions during such quarter. 

(b) Annually.  Within one hundred twenty (120) days after the close of each Fiscal Year, 
the Manager shall use commercially reasonable efforts to prepare or cause to be prepared, and deliver 
to each Member a report setting forth as of the end of such Fiscal Year unaudited annual financial 
statements, a report on the Company’s operations, including all acquisitions and dispositions during the 
year, and a copy of the Company’s tax return. 

SECTION 11.4 Taxable Year; Accounting Methods; Organizational Expenses.  The 
Company shall use the Fiscal Year as its taxable year.  The Company shall report its income for income 
tax purposes using the method of accounting as may be selected from time to time by the Manager and 
permitted by law.  The Organizational Expenses of the Company shall be expensed when incurred for 
financial accounting purposes and shall be amortized over a 180-month period to the extent permitted 
by Code § 709 for federal income tax purposes. 

SECTION 11.5 Tax Returns and Information.  The Manager shall use its commercially 
reasonable efforts to transmit to each Unitholder, within ninety (90) days of the close of each fiscal 
year, such Unitholder’s Schedule K-1 (Internal Revenue Service Form 1065) or an equivalent report 
indicating such Unitholder’s share of all items of income or gain, expense, loss or other deduction and 
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tax credit of the Company for such year, as well as the status of its Capital Account as of the end of 
such year, and such additional information as it reasonably may request to enable it to complete its tax 
returns or to fulfill any other reporting requirements prior to the due date for such returns (after giving 
effect to all available extensions of time with respect to filing such tax returns). 

SECTION 11.6 Tax Classification.  The parties acknowledge that pursuant to Treasury 
Regulation Section 301.7701-3, the Company shall be classified as a partnership for federal income tax 
purposes.  The Manager agrees that it (a) will not cause or permit the Company to elect (i) to be 
excluded from the provisions of Subchapter K of the Code or (ii) to be treated as a corporation for U.S. 
federal income tax purposes; (b) will cause the Company to make any election reasonably determined to 
be necessary or appropriate in order to ensure the treatment of the Company as a partnership for U.S. 
federal income tax purposes; (c) will cause the Company to file any required tax returns in a manner 
consistent with its treatment as a partnership for U.S. federal income tax purposes; and (d) has not 
taken, and will not take, any action that would be inconsistent with the treatment of the Company as a 
partnership for such purposes.  

SECTION 11.7 Tax Elections.  Except as otherwise provided in this Agreement, the 
Manager shall cause the Company to make any and all elections for federal, state and local tax purposes 
including, without limitation, any election to adjust the basis of Company assets pursuant to Code 
Sections 734(b), 743(b), 754 and 755 or comparable provisions of state or local law, in connection with 
transfers of Interests and Company distributions.  If an election under Code § 754 is made at the 
request of any Member, the Manager at its option may require such Member or its successor to bear the 
direct costs (for example, any additional accounting costs) that result from making such election, and 
such Member or any successor that becomes a party to this Agreement agrees to bear such costs.  
Similarly, if any Member makes an election pursuant to Code § 732(d), such Member agrees that it will 
bear the additional costs to the Company of any required accounting and reporting expenses resulting 
from such election. 

SECTION 11.8 Tax Audits.  The Manager shall be the “partnership representative” of the 
Company under Section 6223(a) of the Code (the “Partnership Representative”).  The Manager shall 
have the authority to designate a person to serve as the designated individual of the Manager. The 
Partnership Representative shall have all power and authority with respect to the Company and its 
Unitholders as a “partnership representative” would have with respect to a partnership and its partners 
under the Code and in any similar capacity under state or local law.  The Partnership Representative 
shall keep the Members reasonably informed as to the status of any tax investigations, audits, lawsuits 
or other judicial or administrative tax proceedings.  Each Unitholder will cooperate with the Partnership 
Representative and do or refrain from doing any or all things reasonably requested by the Partnership 
Representative with respect to the conduct of any examinations or proceedings.  The Company will 
indemnify and reimburse the Partnership Representative for all expenses (including legal and 
accounting fees) incurred as Partnership Representative pursuant to this Section, including (but not 
limited to) any expenses incurred in connection with any administrative or judicial proceeding with 
respect to the tax liability of the Company or the Members attributable to their Interests in the 
Company.  If the Company pays an imputed underpayment pursuant to Code Section 6223, to the 
extent possible, the portion thereof attributable to a Member may (within the discretion of the Manager) 
be treated as a withholding tax with respect to such Unitholder under Section 3.3.  To the extent such 
portion of an imputed underpayment cannot be withheld from a current distribution, the Unitholder (or 
former Unitholder) shall be liable to the Company for the amount that cannot be so offset. The 
Partnership Representative shall continue to serve as such until it is replaced by the Manager.   
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ARTICLE 12 
AMENDMENTS 

SECTION 12.1 General Rule.  The Manager may amend, modify, or waive any provision 
of this Agreement.  However, no amendment, modification or waiver shall materially and adversely 
affect the rights or obligations of any Member contained in this Agreement in a manner 
disproportionately and adversely different from all other similarly situated Members without the prior 
written consent of a majority in Interest of the Members.  No amendment or modification to, or 
deletion of this Section 12.1 shall be effective unless unanimously approved by a Supermajority in 
Interest of the Members.  Notwithstanding the foregoing, (a) the addition of parties to this Agreement 
in accordance with its terms, (b) the creation and issuance of additional classes of Units and any 
amendments to this Agreement necessary to implement the additional class of Units, and (c) any 
amendment to this Agreement to cure any ambiguity or to correct or supplement any provision in this 
Agreement which may be inconsistent with any other provision in this Agreement, shall not be deemed 
to be an amendment, modification or waiver requiring the consent of any Member.   

SECTION 12.2 Notice of Amendments.  The Manager shall furnish copies of any 
amendments to this Agreement to all Members, other than changes in the Information Exhibit 
(occurring pursuant to this Agreement), which shall not require the consent of or notice to any 
Member. 

ARTICLE 13 
MISCELLANEOUS 

SECTION 13.1 Notices.  Any notice, payment, demand or communication required or 
permitted to be given by any provision of this Agreement shall be in writing and shall be delivered 
personally to the Person or to an officer of the Person to whom the same is directed, or sent by regular, 
registered or certified United States mail, or by facsimile transmission or by electronic mail or by 
private mail or courier service, addressed as follows:  if to the Company, to its designated office 
address, or to such other address as may be specified from time to time by notice to the Members; if to 
a Unitholder or Manager, to the address set forth on the Information Exhibit attached hereto, or to such 
other address as the Unitholder or Manager may specify from time to time by notice to the Unitholders 
or Manager.  Any such notice shall be deemed to be delivered, given, and received for all purposes (i) 
as of the date of actual receipt if delivered personally or if sent by regular mail, facsimile transmission, 
electronic mail or by private mail or courier service, or (ii) two Business Days after the date on which 
the same was deposited in a regularly maintained receptacle for the deposit of United States mail, if 
sent by registered or certified United States mail, postage and charges prepaid, return receipt requested. 

SECTION 13.2 Binding Effect.  Except as otherwise provided in this Agreement, every 
covenant, term, and provision of this Agreement shall be binding upon and inure to the benefit of the 
parties and their respective heirs, legatees, legal representatives, successors, transferees, and assigns. 

SECTION 13.3 Construction.  Every covenant, term and provision of this Agreement shall 
be construed simply according to its fair meaning and not strictly for or against any party to this 
Agreement.  No provision of this Agreement is to be interpreted as a penalty upon, or a forfeiture by, 
any party to this Agreement.  The parties acknowledge that each party to this Agreement, together with 
such party's legal counsel, has shared equally in the drafting and construction of this Agreement and, 
accordingly, no court construing this Agreement shall construe it more strictly against one party hereto 
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than another.  References in this Agreement to the word “including” shall mean, unless otherwise 
indicated, “including without limitation.” 

SECTION 13.4 Entire Agreement; Side Letters. This Agreement, the Subscription 
Agreements, and any Side Letters entered into with each Member contain the entire agreement among 
the parties and supersede all prior agreements, arrangements or understandings with respect thereto.  
The Manager may enter into one or more “side letters” or similar agreements with any Member or 
proposed Member (“Side Letters” and each a “Side Letter”) pursuant to which the Manager grants to 
such Person specific rights, benefits, or privileges that are not made available to Members generally 
and such Side Letter shall constitute an amendment to this Agreement with respect to such Person.  No 
Member shall have the right to review any Side Letter or be informed about the existence of or the 
terms of any Side Letter unless the Member is a party to such Side Letter.  Notwithstanding the 
foregoing, the Manager shall not enter into any Side Letter that is substantially and materially 
detrimental to the Company or any Member.  Any rights granted in a Side Letter relating to consent to 
the Transfer of an Interest in the Company shall be applicable only to the Member to whom such Side 
Letter is addressed. The Manager may amend the terms of any Side Letter from time to time.   

SECTION 13.5 Creditors.  None of the provisions of this Agreement shall be for the 
benefit of or enforceable by any creditors of the Company. 

SECTION 13.6 Arbitration.  ANY DISPUTE, CONTROVERSY OR CLAIM, 
INCLUDING WITHOUT LIMITATION ANY DISPUTES FOR WHICH A DERIVATIVE SUIT 
COULD OTHERWISE BE BROUGHT PURSUANT TO THE ACT, ARISING OUT OF OR IN 
CONNECTION WITH, OR RELATING TO, THIS AGREEMENT OR ANY BREACH OR 
ALLEGED BREACH HEREOF SHALL, UPON THE REQUEST OF ANY PARTY INVOLVED, BE 
SUBMITTED TO, AND SETTLED BY, ARBITRATION IN THE CITY OF GREENVILLE, STATE 
OF SOUTH CAROLINA, PURSUANT TO THE COMMERCIAL ARBITRATION RULES THEN IN 
EFFECT OF THE AMERICAN ARBITRATION ASSOCIATION (OR AT ANY TIME OR AT ANY 
OTHER PLACE OR UNDER ANY OTHER FORM OF ARBITRATION MUTUALLY 
ACCEPTABLE TO THE PARTIES SO INVOLVED).  ANY AWARD RENDERED SHALL BE 
FINAL AND CONCLUSIVE UPON THE PARTIES AND A JUDGMENT THEREON MAY BE 
ENTERED IN THE HIGHEST COURT OF THE FORUM, STATE OR FEDERAL, HAVING 
JURISDICTION.  THE EXPENSES OF THE ARBITRATION SHALL BE BORNE EQUALLY BY 
THE PARTIES TO THE ARBITRATION, PROVIDED THAT EACH PARTY SHALL PAY FOR 
AND BEAR THE COST OF ITS OWN EXPERTS, EVIDENCE AND COUNSEL FEES, EXCEPT 
THAT IN THE DISCRETION OF THE ARBITRATOR, ANY AWARD MAY INCLUDE THE 
COST OF A PARTY’S COUNSEL IF THE ARBITRATOR EXPRESSLY DETERMINES THAT 
THE PARTY AGAINST WHOM SUCH AWARD IS ENTERED HAS CAUSED THE DISPUTE, 
CONTROVERSY, OR CLAIM TO BE SUBMITTED TO ARBITRATION AS A DILATORY 
TACTIC. 

SECTION 13.7 Headings.  Section and other headings contained in this Agreement are for 
reference purposes only and are not intended to describe, interpret, define, or limit the scope, extent, or 
intent of this Agreement or any provision hereof. 

SECTION 13.8 Severability.  Every provision of this Agreement is intended to be 
severable.  If any term or provision hereof is illegal or invalid for any reason whatsoever, such 
illegality or invalidity shall not affect the validity or legality of the remainder of this Agreement. 
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SECTION 13.9 Additional Documents.  Each Member, upon the request of the Company, 
agrees to perform all further acts and execute, acknowledge, and deliver any documents that may be 
reasonably necessary, appropriate, or desirable to carry out the provisions of this Agreement. 

SECTION 13.10 Variation of Pronouns.  All pronouns and any variations thereof shall be 
deemed to refer to masculine, feminine, or neuter, singular or plural, as the identity of the Person or 
Persons indicated thereby may require. 

SECTION 13.11 Governing Law; Consent to Jurisdiction.  The laws of the State of South 
Carolina shall govern the validity of this Agreement, the construction and interpretation of its terms, 
and organization and internal affairs of the Company and the limited liability of the Members.  Each 
party to this Agreement hereby irrevocably consents to the personal jurisdiction of the state and federal 
courts sitting in the State of South Carolina with respect to the enforcement of an arbitrator’s ruling 
under Section 13.6 or emergency judicial relief. 

SECTION 13.12 Waiver of Action for Partition.  Each of the Members irrevocably waives 
any right that it may have to maintain any action for partition with respect to any of the assets of the 
Company. 

SECTION 13.13 Counterpart Execution.  This Agreement may be executed in any number 
of counterparts with the same effect as if all of the parties had signed the same document.  Such 
executions may be transmitted to the parties by facsimile or electronic mail, and such facsimile or 
electronic mail execution shall have the full force and effect of an original signature.  All fully executed 
counterparts hereof, whether original executions or facsimile executions or electronic mail executions 
or a combination, shall be construed together and shall constitute one and the same agreement. 

SECTION 13.14 Power of Attorney.  Each Unitholder hereby irrevocably makes, 
constitutes and appoints the Manager, with full power of substitution, so long as such Manager is acting 
in such a capacity (and any successor Manager thereof so long as such Manager is acting in such 
capacity), its true and lawful attorney, in such Unitholder’s name, place and stead (it is expressly 
understood and intended that the grant of such power of attorney is coupled with an interest) to make, 
execute, sign, acknowledge, swear and file with respect to the Company: 

(a) all documents which the Manager deems necessary or desirable to effect the dissolution 
and termination of the Company which dissolution and termination shall have been authorized in 
accordance with the terms of this Agreement; 

(b) all such other instruments, documents and certificates which may from time to time be 
required by the laws of the State or any other jurisdiction in which the Company shall determine to do 
business, or any political subdivision or agency thereof, to effectuate, implement, continue and defend 
the valid existence of the Company; 

(c) all other amendments of this Agreement or the Articles, without limitation, amendments 
reflecting the withdrawal of the Manager, or the return, in whole or in part, of the Capital 
Contributions of any Unitholder or the addition, substitution or increased Capital Contributions Account 
of any Unitholder, or any action of the Members duly taken pursuant to this Agreement whether or not 
such Member voted in favor of or otherwise approved such action; and 
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(d) any other instrument, certificate or document required from time to time to admit a 
Member, to effect its substitution as a Member, to effect the substitution of the Member’s assignee as a 
Member, or to reflect any action of the Members provided for in this Agreement. 

No actions shall be taken by the Manager under the power of attorney granted pursuant to this 
Section that would have any adverse effect on the limited liability of any Member.  This power of 
attorney (i) is a special power of attorney coupled with an interest in favor of the Manager and as such 
shall be irrevocable and powers of attorney granted herein shall survive the death or disability of a 
Unitholder that is a natural person or the merger, dissolution or other termination of the existence of a 
Unitholder that is a corporation, association, partnership, limited liability company or trust, and (ii) 
shall survive the assignment by the Unitholder of the whole or any portion of its Interest, except that 
where the assignee of the whole thereof has furnished a power of attorney, this power of attorney shall 
survive such assignment for the sole purpose of enabling the Manager to execute, acknowledge and file 
any instrument necessary to effect any permitted substitution of the assignee for the assignor as a 
Member and shall thereafter terminate.  In the event that the appointment conferred in this Section 
would not constitute a legal and valid appointment by any Unitholder under the laws of the jurisdiction 
in which such Unitholder is incorporated, established or resident, upon the request of the Manager, 
such Unitholder shall deliver to the Manager a properly authenticated and duly executed document 
constituting a legal and valid power of attorney under the laws of the appropriate jurisdiction covering 
the matters set forth in this Section.  Each Unitholder hereby releases each Manager from any liability 
or claim in connection with the exercise of the authority granted pursuant to this power of attorney, and 
in connection with any other action taken by such Manager pursuant to which such Manager purports to 
act as the attorney-in-fact for one or more Unitholders, if the Manager believed in good faith that such 
action taken was consistent with the authority granted to it pursuant to this Section 13.14. 

SECTION 13.15 Securities Matters.  Each Unitholder understands that in addition to the 
restrictions on transfer contained in this Agreement, it must bear the economic risks of its investment 
for an indefinite period because the Units have not been registered under the Securities Act and, 
therefore, may not be sold or otherwise transferred unless they are registered under the Securities Act 
or an exemption from such registration is available.  Each Member agrees with all other Members that 
it will not sell or otherwise transfer its Interest in the Company unless such Interest has been so 
registered or in the opinion of counsel for the Company, or of other counsel reasonably satisfactory to 
the Company, such an exemption is available. 

SECTION 13.16 Company Property.  The title to all real or personal property (or interests 
therein) now or hereafter acquired by the Company shall be held by and vested in the Company, and 
not by or in any Member, individually. 

SECTION 13.17 Time of the Essence.  Time is of the essence with respect to each and 
every term and provision of this Agreement. 

SECTION 13.18 Waivers.  No consent or waiver, express or implied, by any party with 
respect to any breach or default in the performance by any other party of its obligations hereunder shall 
be deemed or construed to be a consent or waiver with respect to any other breach or default in the 
performance by such other party of the same or any other obligations of such party hereunder, and any 
failure on the part of any party to complain regarding any act of any other party which constitutes a 
breach of such other party’s obligations hereunder or to declare any such other party in default, 
irrespective of how long such failure continues, shall not constitute a waiver by such party of its rights 
hereunder. 
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SECTION 13.19 Rights and Remedies Cumulative.  The rights and remedies provided by 
this Agreement are cumulative and the use of any one right or remedy by any party shall not preclude 
or waive the right to use any or all other remedies.  Such rights and remedies are given in addition to 
any other rights the parties may have by law, statute, ordinance or otherwise. 

SECTION 13.20 Legal Representation.  Each of the parties acknowledges that this 
Agreement has been prepared by legal counsel to the initial Manager, The Franklin 107 East Park 
Manager, LLC, Nelson Mullins Riley & Scarborough, LLP (“Counsel”), solely on behalf of and in the 
course of Counsel's representation of the initial Manager and that: (a) the parties understand that a 
conflict may exist between their individual interests and the interests of the Company and the Manager; 
(b) the parties have had the opportunity to seek the advice of independent legal counsel who could 
represent their individual interests and have either sought such advice prior to the execution of this 
Agreement or have declined to do so; and (c) the parties have received no representations from Counsel 
regarding the tax consequences to them arising from this Agreement or their ownership of any Interest 
in the Company. 

SECTION 13.21 Exhibits.  The Exhibits to this Agreement, each of which is incorporated 
by reference, are: 

EXHIBIT A: Articles of Organization. 
EXHIBIT B: Information Exhibit. 
EXHIBIT C: Glossary of Terms. 
EXHIBIT D: Regulatory Allocations. 

IN WITNESS WHEREOF, the Members, the Manager, and the Company have executed this 
Agreement the day and year indicated on the following execution page, to be effective as of the 
Effective Date. 

[EXECUTIONS APPEAR ON FOLLOWING PAGE(S)] 
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EXHIBIT A 
TO THE 

OPERATING AGREEMENT 
OF 

THE FRANKLIN 107 EAST PARK, LLC 
a South Carolina limited liability company 

ARTICLES OF ORGANIZATION 

[SEE ATTACHED STAMPED COPY OF THE COMPANY’S ARTICLES OF 
ORGANIZATION.] 











B-1 

EXHIBIT B 
TO THE 

OPERATING AGREEMENT 
OF 

THE FRANKLIN 107 EAST PARK, LLC 
a South Carolina limited liability company 

INFORMATION EXHIBIT 

Initial Capital 
Contributions 

Member Name and 
Notice Address 

Cash  Property 
Agreed Value 

 Initial Capital 
Account 

Units  Percentage 
Interest 

Kurt Wallenborn 
107 E. Park Ave.  
Greenville, SC 29601 

 $_________ $_________ $_________ _________ _______%

$_________ $_________ $_________ _________ _______%

Totals   $_________ $_________ $_________ _________ 100.00%

Manager’s Name and 
Notice Address 

The Franklin 107 East Park Manager, LLC 
107 East Park Ave. 
Greenville, South Carolina 29601 
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EXHIBIT C 
TO THE 

OPERATING AGREEMENT 
OF 

THE FRANKLIN 107 EAST PARK, LLC 
a South Carolina limited liability company 

GLOSSARY OF TERMS 

Many of the capitalized words and phrases used in this Agreement are defined below.  Some 
defined terms used in this Agreement are applicable to only a particular Section of this Agreement or an 
Exhibit and are not listed below, but are defined in the Section or Exhibit in which they are used. 

“Act” shall mean the South Carolina Uniform Limited Liability Company Act of 1996, as in 
effect in South Carolina and set forth at S.C. Code Ann. § 33-44-101 et seq. (or any corresponding 
provisions of succeeding law). 

“Additional Interests” shall have the meaning set forth in Section 2.2(a). 

“Adjusted Capital Account” means, with respect to any Unitholder, such Person’s Capital 
Account (as defined below) as of the end of the relevant Fiscal Year increased by any amounts which 
such Person is obligated to restore, or is deemed to be obligated to restore pursuant to the next to last 
sentences of Treasury Regulations § 1.704-2(g)(1) (share of minimum gain) and 1.704-2(i)(5) (share of 
member nonrecourse debt minimum gain). 

“Affiliate” shall mean, with respect to any Person, (i) any Person directly or indirectly 
controlling, controlled by or under common control with such Person, (ii) any Person directly or 
indirectly owning or controlling 10 percent or more of any class of outstanding equity interests of such 
Person or of any Person which such Person directly or indirectly owns or controls 10 percent or more 
of any class of equity interests, (iii) any officer, director, general partner or trustee of such Person, or 
any Person of which such Person is an officer, director, general partner or trustee, or (iv) any Person 
who is an officer, director, general partner, trustee or holder of 10 percent or more of the equity 
interests of any Person described in clauses (i) through (iii) of this sentence. 

“Agreed Value” shall mean with respect to any noncash asset of the Company an amount 
determined and adjusted in accordance with the following provisions: 

(a) The initial Agreed Value of any noncash asset acquired by the Company other than by 
contribution by a Unitholder shall be its adjusted basis for federal income tax purposes. 

(b) The initial Agreed Value of any noncash asset contributed to the capital of the Company 
by any Member shall be its gross fair market value on the date of its contribution, as agreed to by the 
contributing Member and the Company. 

(c) The Agreed Value of any noncash asset distributed by the Company to any Unitholder 
shall be its gross fair market value, as determined by the Manager, as of the date the noncash asset is 
distributed. 
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(d) Unless the Manager determines that making the adjustments under this paragraph (d) 
are not necessary to preserve the Unitholders’ economic interests in the Company, the Agreed Values 
of all noncash assets of the Company, regardless of how those assets were acquired, shall be adjusted 
from time to time to equal their gross fair market values, as determined by the Manager, as of the 
following times: 

(i) the acquisition of an Interest or an additional Interest in the Company 
by any new or existing Member in exchange for more than a de minimis Capital Contribution; 

(ii) the distribution by the Company of more than a de minimis amount of 
money or other property as consideration for all or part of an Interest in the Company; 

(iii) the liquidation of the Company within the meaning of Treasury 
Regulations § 1.704-1(b)(2)(ii)(g);  

(iv) the grant of an Interest in the Company (other than a de minimis 
Interest) as consideration for the provision of services to or for the benefit of the Company by 
an existing Unitholder acting in a "partner capacity" within the meaning of Treasury 
Regulations § 1.704-1(b)(2)(iv)(f)(5)(IIIi) or by a new Unitholder acting in a partner capacity or 
in anticipation of being a Unitholder; and 

(v) the issuance by the Company of a noncompensatory option (other than 
an option for a de minimis Interest) within the meaning of Treasury Regulations § 1.704-
1(b)(2)(iv)(f)(5)(iv). 

(e) The Agreed Values of the Company's noncash assets shall be increased (or decreased) 
to reflect any adjustments to the adjusted basis of such assets pursuant to Code § 734(b) or Code § 
743(b), but only to the extent that such adjustments are taken into account in determining Capital 
Accounts pursuant to Treasury Regulations § 1.704-1(b)(2)(iv)(m), except that Agreed Values of the 
Company's noncash assets will not be adjusted under this paragraph (e) to the extent that an adjustment 
under paragraph (d) of this definition is made in connection with the transaction that would otherwise 
result in an adjustment under this definition. 

(f) If the Agreed Value of a noncash asset of the Company has been determined or adjusted 
pursuant to paragraph (b), (d) or (e) of this definition, such Agreed Value shall thereafter be adjusted 
by the Depreciation taken into account with respect to such asset, for purposes of computing Profits and 
Losses (or items, if any of income, gain, expense, deduction, or loss of the Company to be allocated 
hereunder that are not included in the computation of Profits and Losses). 

“Agreement” shall mean this Operating Agreement as amended from time to time. 

“Articles” shall mean the Articles of Organization required to be filed by the Company 
pursuant to the Act together with all amendments thereto, if any. 

“Business Days” shall mean each Monday, Tuesday, Wednesday, Thursday and Friday which 
is not a day on which banking institutions in the City of Greenville, South Carolina, are required by law 
to remain closed. 

“Capital Account” shall mean with respect to each Unitholder an account maintained and 
adjusted in accordance with the following provisions: 
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(a) Each Person’s Capital Account shall be increased by such Person’s Capital 
Contributions, such Person’s distributive share of Profits, any items in the nature of income or gain that 
are allocated pursuant to the Regulatory Allocations, any part of a Default Charge added to the Capital 
Account of such Person pursuant to Section 2.3(e), and the amount of any Company liabilities that are 
assumed by such Person or that are secured by Company property distributed to such Person. 

(b) Each Person’s Capital Account shall be decreased by the amount of cash and the 
Agreed Value of any Company property distributed to such Person pursuant to any provision of this 
Agreement, such Person’s distributive share of Losses, any items in the nature of loss or deduction that 
are allocated pursuant to the Regulatory Allocations, any part of a Default Charge subtracted from the 
Capital Account of such Person pursuant to Section 2.3(e), and the amount of any liabilities of such 
Person that are assumed by the Company or that are secured by any property contributed by such 
Person to the Company. 

If any Interest is transferred in accordance with the terms of this Agreement, the transferee 
shall succeed to the Capital Account of the transferor to the extent it relates to the transferred Interest. 

If the Agreed Values of the Company assets are adjusted pursuant to the definition of Agreed 
Value contained in this Agreement, the Capital Accounts of all Members shall be adjusted 
simultaneously to reflect the aggregate adjustments as if the Company recognized gain or loss equal to 
the amount of such aggregate adjustment. 

The foregoing provisions and the other provisions of this Agreement relating to the maintenance 
of Capital Accounts are intended to comply with Treasury Regulations § 1.704- 1(b), and shall be 
interpreted and applied in a manner consistent with such regulations. 

“Capital Commitment” shall mean with respect to any Member (other than the Manager), the 
amount that such Member has agreed to contribute to the Company as reflected, with respect to each 
Member, in the Member’s Subscription Agreement.

“Capital Contribution” shall mean with respect to any Member, the amount of money and the 
initial Agreed Value of any property (other than money) contributed to the Company with respect to the 
Interest of such Member. 

“Capital Event” shall mean any of the following events that do not result in the dissolution and 
liquidation of the Company: the sale or refinance of the Property or the receipt of net recoveries of 
damage awards and insurance proceeds (other than rental interruption insurance proceeds) which funds 
are not otherwise needed for repair or reconstruction of improvements of the Property. 

“Cause” shall have the meaning set forth in Section 5.4(a). 

“Code” shall mean the Internal Revenue Code of 1986, as amended from time to time, or any 
successor federal revenue law. 

“Company” shall mean The Franklin 107 East Park, LLC, a South Carolina limited liability 
company. 

“Construction Management Fee” shall have the meaning set forth in Section 6.2(a). 
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“Covered Person” shall mean the Manager (including the Manager acting as Partnership 
Representative or as liquidator under Section 10.4), the Management Company (if one has been 
designated), and each member, shareholder, officer, director, employee, manager, agent, consultant or 
Affiliate of any of the foregoing. 

“Default Rate” shall mean a per annum rate of return on a specified principal sum, 
compounded monthly, equal to the greater of (a) the Prime Rate plus 500 basis points, or (b) 18%, but 
in no event greater than the highest rate allowed by law. 

“Depreciation” shall mean for each Fiscal Year of the Company or other period with respect to 
a particular asset of the Company, an amount equal to the depreciation, amortization or other cost 
recovery deduction allowable for federal income tax purposes with respect to that asset for such Fiscal 
Year or other period, except that if, as of the beginning of such Fiscal Year or other period,  the 
Agreed Value of the asset differs from its adjusted basis for federal income tax purposes, Depreciation 
for that asset will be an amount that bears the same ratio to its Agreed Value at the beginning of such 
Fiscal Year or other period as the federal income tax depreciation, amortization or other cost recovery 
deduction with respect to such asset for such Fiscal Year or other period bears to its adjusted tax basis 
at the beginning of the Fiscal Year or other period; provided, however, that if the asset’s adjusted basis 
for federal income tax purposes at the beginning of such Fiscal Year or other period is zero, 
Depreciation for that asset shall be determined with reference to its Agreed Value using any reasonable 
method selected by the Manager. 

“Development Fee” shall have the meaning set forth in Section 6.2(b).   

“Effective Date” shall have the meaning set forth in Section 1.1. 

“Event of Bankruptcy” shall mean, with respect to any Person, the occurrence any of the 
events set forth in Section 33-44-601(7) of the Act. 

“Final Closing Date” shall mean the date of the final closing under which Members have 
acquired Interests pursuant to Subscription Agreements, such date to be determined by the Manager. 

“Fiscal Year” shall mean, as of the Effective Date, the calendar year, and, with respect to the 
last year of the Company, the portion of the calendar year ending with the date of the final liquidating 
distributions. 

“Indemnitee” shall have the meaning set forth in Section 7.2. 

“Initial Closing” shall mean initial issuance of any Units pursuant to a Subscription 
Agreement. 

“Interest” shall mean all of the rights of each Unitholder with respect to the Company created 
under this Agreement or under the Act.  With respect to any provision of this Agreement requiring the 
vote, approval, consent or similar action by the Members or a group of Members with respect to any 
matter, unless otherwise specified, reference to a majority (or a specified percentage) in Interest of the 
Members or group thereof means Members holding Units constituting a majority (or specified 
percentage) of the Units of the Members or group of Members, determined as the date of such vote, 
approval, consent or action unless an earlier record date has been established for determining the 
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Members entitled to participate in such action, in which case the determination shall be made as of the 
earlier record date. 

“Investor Unitholder” shall mean Unitholders who subscribed pursuant to the Subscription 
Agreement and excludes the Manager and Kurt Wallenborn.   

“Management Company” shall have the meaning set forth in Section 5.1(c) of this Agreement. 

“Manager” shall refer to The Franklin 107 East Park Manager, LLC and to any other Persons 
who becomes a Manager under the terms of this Agreement until such Person shall cease to be a 
Manager as provided herein. 

“Members” shall refer collectively to the Persons listed on the Information Exhibit as Members 
and to any other Persons who are admitted to the Company as Members or who become Members 
under the terms of this Agreement until such Persons have ceased to be Members under the terms of 
this Agreement.  “Member” means any one of the Members. 

“Net Cash from Capital Events” shall refer to net cash proceeds after closing costs and 
expenses from a Capital Event. 

“Net Cash from Operations” shall refer to the gross cash proceeds available to the Company 
from any source that is available for distribution to the Members other than Net Cash from Capital 
Events, less the portion thereof used to pay or establish reasonable reserves for Company expenses, 
payment of Manager fees, debt payments, capital improvements, replacements and contingencies, as 
determined by the Managers. 

“Organizational Expenses” shall have the meaning set forth in Section 6.1. 

“Percentage Interest” shall mean the percentage set forth opposite each Unitholder’s name on 
the Information Exhibit in the column labeled “Percentage Interest.” A Unitholder’s Percentage Interest 
shall be a percentage equal to a fraction the numerator of which shall be the number of Units held by 
such Unitholder and the denominator of which shall be the total number of Units held by all 
Unitholders. 

“Person” shall mean any natural person, partnership, trust, estate, association, limited liability 
company, corporation, custodian, nominee, governmental instrumentality or agency, body politic or 
any other entity in its own or any representative capacity. 

“Preferred Return” shall mean with respect to the Unitholders a sum equivalent to 8% per 
annum, compounded annually on December 31, for the actual number of days in the period for which 
the Preferred Return is being determined, multiplied by the average daily balance of the sum of (a) such 
Unitholder’s Unreturned Capital Contributions, if any, and (b) such Unitholder’s Unpaid Preferred 
Return, if any, for such period that the Preferred Return relates, commencing on the date of the 
Company obtains a certificate of occupancy on the Property after completing the renovation on the 
Property.  The Preferred Return shall be cumulative to the extent not distributed in any given year 
pursuant to Subsection 3.1(a). 

“Prime Rate” as of a particular date shall mean the prime rate of interest as published on that 
date in the Wall Street Journal, and generally defined therein as “the base rate on corporate loans 
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posted by at least 75% of the nation’s 30 largest banks.”  If the Wall Street Journal is not published on 
a date for which the Prime Rate must be determined, the Prime Rate shall be the prime rate published 
in the Wall Street Journal on the nearest-preceding date on which the Wall Street Journal was 
published. 

“Profits” and “Losses” shall mean, for each Fiscal Year or other period, an amount equal to 
the Company’s taxable income or loss for such year or period, determined in accordance with Code § 
703(a) (for this purpose, all items of income, gain, loss or deduction required to be stated separately 
pursuant to Code § 703(a)(l) shall be included in taxable income or loss), with the following 
adjustments (without duplication): 

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

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

(c) If the Agreed Value of any asset of the Company is adjusted under paragraphs (c) or (d) 
of the definition of “Agreed Value,” then for purposes of computing Profits and Losses for the Fiscal 
Year of such adjustment, the amount of that adjustment will be taken into account as income, gain, loss 
or deduction, as the case may be, as if the asset had been sold for an amount equal to its adjusted 
Agreed Value as provided by Treasury Regulations § 1.704-1(b)(2)(iv)(f)(2); 

Gain or loss recognized for federal income tax purposes from the disposition of Company assets shall 
be computed by reference to the Agreed Value of the property disposed of, notwithstanding that the 
adjusted tax basis of such property differs from its Agreed Value; 

(d) Depreciation shall be used in lieu of the depreciation, amortization and other cost 
recovery deductions taken into account in computing the Company’s taxable income or loss; 

(e) To the extent that Treasury Regulations § 1.704-1(b)(2)(iv)(m)(4) requires an 
adjustment made to the adjusted tax basis of any of the Company’s assets pursuant to Code § 734(b) to 
be taken into account in determining Capital Account balances as a result of a distribution made other 
than in liquidation of a Unitholder’s Interest, the amount of such adjustment shall be treated as a taxable 
gain (if the adjustment increases the basis of the asset) or loss (if the adjustment decreases the basis of 
the asset) from the disposition of the asset and shall be taken into account for the purposes of computing 
Profits and Losses; and 

(f) Notwithstanding any other provision of this definition, no items of income, gain, 
expense, deduction or loss that are specifically allocated under the Regulatory Allocations Exhibit are to 
be taken into account in computing Profits or Losses, but the amounts of those items are to be 
determined by applying rules comparable to those provided in paragraphs (a) through (f) of this 
definition. 

“Property” shall have the meaning set forth in Section 1.4. 

“Property Management Fee” shall have the meaning set forth in Section 6.2(c). 
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“Regulatory Allocations” shall mean those allocations of items of Company income, gain, loss 
or deduction set forth on the Regulatory Allocations Exhibit and designed to enable the Company to 
comply with the alternate test for economic effect prescribed in Treasury Regulations § 1.704-
1(b)(2)(ii)(d), and the safe harbor rules for allocations attributable to nonrecourse liabilities prescribed 
in Treasury Regulations § 1.704-2. 

“Securities Act” shall mean the Securities Act of 1933, as amended from time to time, or any 
successor statute thereto. 

“Side Letters” shall have the meaning set forth in Section 13.4. 

“Subscription Agreement” shall mean as to any Member, the subscription agreement between 
such Member and the Company in connection with its purchase of Interests. 

“Supermajority” shall mean sixty-six and two-thirds percent (66.67%) in Interest of the 
Members. 

“Transfer” shall mean any sale, assignment, transfer, conveyance, pledge, hypothecation or 
other disposition, voluntarily or involuntarily, by operation of law, with or without consideration or 
otherwise (including, without limitation, by way of intestacy, will, gift, bankruptcy, receivership, levy, 
execution, charging order or other similar sale or seizure by legal process) of all or any portion of any 
Interest. 

“Treasury Regulations” shall mean the final and temporary Income Tax Regulations 
promulgated under the Code, as such regulations may be amended from time to time (including 
corresponding provisions of succeeding regulations). 

“United States Person” shall have the meaning given to that term in Code § 7701(a)(30). 

“Unitholder” shall mean a Person holding Units. 

“Units” represent the basis on which Interests are denominated and the basis on which the 
relative rights, privileges, preferences and obligations are determined under this Agreement and the 
Act, and the total number and class of Units attributed to each Unitholder shall be the number recorded 
on the Information Exhibit as of the relevant time. 

“Unpaid Preferred Return” shall mean with respect to a Unitholder on any date the excess, if 
any, of (i) the Current Preferred Return of such Unitholder as of such date, over (ii) the cumulative 
distributions to such Person pursuant to Section 3.1(a)(i) or (b)(i) as of such date.  If any Interest is 
transferred in accordance with the terms of this Agreement, the transferee shall succeed to the Unpaid 
Preferred Return of the transferor to the extent it relates to the transferred Interest. 

“Unreturned Capital Contribution” shall mean with respect to a Unitholder on any date the 
excess, if any, of (i) the Capital Contributions made by such Unitholder as of such date, over (ii) the 
cumulative distributions to such Unitholder pursuant to Section 3.1(b)(ii) as of such date and the dollar 
value of any tax credits allocated to such Unitholder.  If after the Effective Date, a Unitholder transfers 
any portion of its Interest in accordance with the terms of this Agreement, the transferee shall succeed to 
the Unreturned Capital Contribution of the transferor to the extent it relates to the transferred Interest.   
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EXHIBIT D 
TO THE 

OPERATING AGREEMENT 
OF 

THE FRANKLIN 107 EAST PARK, LLC 
a South Carolina limited liability company 

REGULATORY ALLOCATIONS 

This Exhibit contains special rules for the allocation of items of Company income, gain, loss 
and deduction that override the basic allocations of Profits and Losses in Section 4.1 of the Agreement 
to the extent necessary to cause the overall allocations of items of Company income, gain, loss and 
deduction to have substantial economic effect pursuant to Treasury Regulations § 1.704-1(b) and shall 
be interpreted in light of that purpose.  Subsection (a) below contains special technical definitions.  
Subsections (b) through (h) contain the Regulatory Allocations themselves.  Subsections (i), (j) and (k) 
are special rules applicable in applying the Regulatory Allocations. 

(a) Definitions Applicable to Regulatory Allocations.  For purposes of the Agreement, the 
following terms shall have the meanings indicated: 

(i) “Company Minimum Gain” has the meaning of “partnership minimum gain” 
set forth in Treasury Regulations § 1.704-2(d), and is generally the aggregate gain the Company would 
realize if it disposed of its property subject to Nonrecourse Liabilities in full satisfaction of each such 
liability, with such other modifications as provided in Treasury Regulations § 1.704-2(d).  In the case 
of Nonrecourse Liabilities for which the creditor’s recourse is not limited to particular assets of the 
Company, until such time as there is regulatory guidance on the determination of minimum gain with 
respect to such liabilities, all such liabilities of the Company shall be treated as a single liability and 
allocated to the Company’s assets using any reasonable basis selected by the Manager. 

(ii) “Member Nonrecourse Deductions” shall mean losses, deductions or Code § 
705(a)(2)(B) expenditures attributable to Member Nonrecourse Debt under the general principles 
applicable to “partner nonrecourse deductions” set forth in Treasury Regulations § 1.704-2(i)(2). 

(iii) “Member Nonrecourse Debt” means any Company liability with respect to 
which one or more but not all of the Unitholders or related Persons to one or more but not all of the 
Unitholders bears the economic risk of loss within the meaning of Treasury Regulations § 1.752-2 as a 
guarantor, lender or otherwise. 

(iv) “Member Nonrecourse Debt Minimum Gain” shall mean the minimum gain 
attributable to Member Nonrecourse Debt as determined pursuant to Treasury Regulations § 1.704-
2(i)(3).  In the case of Member Nonrecourse Debt for which the creditor’s recourse against the 
Company is not limited to particular assets of the Company, until such time as there is regulatory 
guidance on the determination of minimum gain with respect to such liabilities, all such liabilities of 
the Company shall be treated as a single liability and allocated to the Company’s assets using any 
reasonable basis selected by the Manager. 

(v) “Nonrecourse Deductions” shall mean losses, deductions, or Code § 
705(a)(2)(B) expenditures attributable to Nonrecourse Liabilities (see Treasury Regulations § 1.704-
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2(b)(1)).  The amount of Nonrecourse Deductions for a Fiscal Year shall be determined pursuant to 
Treasury Regulations § 1.704-2(c), and shall generally equal the net increase, if any, in the amount of 
Company Minimum Gain for that taxable year, determined generally according to the provisions of 
Treasury Regulations § 1.704-2(d), reduced (but not below zero) by the aggregate distributions during 
the year of proceeds of Nonrecourse Liabilities that are allocable to an increase in Company Minimum 
Gain, with such other modifications as provided in Treasury Regulations § 1.704-2(c). 

(vi) “Nonrecourse Liability” means any Company liability (or portion thereof) for 
which no Unitholder bears the economic risk of loss under Treasury Regulations § 1.752-2. 

(vii) “Regulatory Allocations” shall mean allocations of Nonrecourse Deductions 
provided in Paragraph (b) below, allocations of Member Nonrecourse Deductions provided in 
Paragraph (c) below, the minimum gain chargeback provided in Paragraph (d) below, the member 
nonrecourse debt minimum gain chargeback provided in Paragraph (e) below, the qualified income 
offset provided in Paragraph (f) below, the gross income allocation provided in Paragraph (g) below, 
and the curative allocations provided in Paragraph (h) below. 

(b) Nonrecourse Deductions.  All Nonrecourse Deductions for any Fiscal Year shall be 
allocated to the Unitholders in accordance with their Percentage Interests. 

(c) Member Nonrecourse Deductions.  All Member Nonrecourse Deductions for any Fiscal 
Year shall be allocated to the Unitholder who bears the economic risk of loss under Treasury 
Regulations § 1.752-2 with respect to the Member Nonrecourse Debt to which such Member 
Nonrecourse Deductions are attributable. 

(d) Minimum Gain Chargeback.  If there is a net decrease in Company Minimum Gain for 
a Fiscal Year, each Unitholder shall be allocated items of Company income and gain for such year 
(and, if necessary, subsequent years) in an amount equal to such Unitholder’s share of such net 
decrease in Company Minimum Gain, determined in accordance with Treasury Regulations § 1.704-
2(g)(2) and the definition of Company Minimum Gain set forth above.  This provision is intended to 
comply with the minimum gain chargeback requirement in Treasury Regulations § 1.704-2(f) and shall 
be interpreted consistently therewith. 

(e) Member Nonrecourse Debt Minimum Gain Chargeback.  If there is a net decrease in 
Member Nonrecourse Debt Minimum Gain attributable to a Member Nonrecourse Debt for any Fiscal 
Year, each Unitholder who has a share of the Member Nonrecourse Debt Minimum Gain attributable to 
such Member Nonrecourse Debt as of the beginning of the Fiscal Year, determined in accordance with 
Treasury Regulations § 1.704-2(i)(5), shall be allocated items of Company income and gain for such 
year (and, if necessary, subsequent years) in an amount equal to such Unitholder’s share of the net 
decrease in Member Nonrecourse Debt Minimum Gain attributable to such Member Nonrecourse Debt, 
determined in accordance with Treasury Regulations §§ 1.704-2(i)(4) and (5) and the definition of 
Member Nonrecourse Debt Minimum Gain set forth above.  This Paragraph is intended to comply with 
the member nonrecourse debt minimum gain chargeback requirement in Treasury Regulations § 1.704-
2(i)(4) and shall be interpreted consistently therewith. 

(f) Reallocation of Losses.  Section 4.1 notwithstanding, if and to the extent that any 
allocation of Losses (and any items of expense, deduction, or loss to be allocated hereunder that are not 
included in the computation of Losses) to any Unitholder would cause a deficit in such Unitholder’s 
Adjusted Capital Account or would further reduce an existing balance that is already negative, then 
such Losses (and any items of expense, deduction, or loss to be allocated hereunder that are not 
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included in the computation of Losses) shall be allocated to the other Unitholders for whom the 
limitation described in this Paragraph does not apply in proportion to the amounts of Losses (or items 
of expense, deduction, or loss to be allocated hereunder that are not included in the computation of 
Losses) that otherwise would be allocated among them for that Fiscal Year.  In the event that any 
special allocations of Losses (and any items of expense, deduction, or loss to be allocated hereunder 
that are not included in the computation of Losses) are made pursuant to this paragraph, items of gross 
Company income and gain from subsequent periods shall be specially allocated to offset, to the extent 
feasible and as promptly as possible, such special allocations of Losses (and any items of expense, 
deduction, or loss to be allocated hereunder that are not included in the computation of Losses). 

(g) Qualified Income Offset.  In the event any Unitholder unexpectedly receives any 
adjustments, allocations, or distributions described in Treasury Regulations §§ 1.704-1(b)(2)(ii)(d)(4), 
(5), or (6), items of Company income and gain (consisting of a pro rata portion of each item of 
Company income, including gross income, and gain for such year) shall be allocated to such Unitholder 
in an amount and manner sufficient to eliminate, to the extent required by the Treasury Regulations, 
any deficit in such Unitholder’s Adjusted Capital Account created by such adjustments, allocations or 
distributions as quickly as possible. 

(h) Gross Income Allocation.  In the event any Unitholder has a deficit in its Adjusted 
Capital Account at the end of any Fiscal Year, each such Unitholder shall be allocated items of 
Company gross income and gain, in the amount of such Adjusted Capital Account deficit, as quickly as 
possible. 

(i) Curative Allocations.  When allocating Profits and Losses under Sections 4.1 and 4.2, 
such allocations shall be made so as to offset any prior allocations of gross income under Paragraph (h) 
above to the greatest extent possible so that overall allocations of Profits and Losses shall be made as if 
no such allocations of gross income occurred. 

(j) Ordering.  The allocations in this Exhibit to the extent they apply shall be made before 
the allocations of Profits and Losses under Section 4.1 and in the order in which they appear above. 

(k) Waiver of Minimum Gain Chargeback Provisions.  If the Manager determines that (i) 
either of the two minimum gain chargeback provisions contained in this Exhibit would cause a 
distortion in the economic arrangement among the Members, (ii) it is not expected that the Company 
will have sufficient other items of income and gain to correct that distortion, and (iii) the Members have 
made Capital Contributions or received net income allocations that have restored any previous 
Nonrecourse Deductions or Member Nonrecourse Deductions, the Manager shall have the authority, 
but not the obligation, after giving notice to the Members, to request on behalf of the Company the 
Internal Revenue Service to waive the minimum gain chargeback or member nonrecourse debt 
minimum gain chargeback requirements pursuant to Treasury Regulations §§ 1.704-2(f)(4) and 1.704-
2(i)(4).  The Company shall pay the expenses (including attorneys’ fees) incurred to apply for the 
waiver.  The Manager shall promptly copy all Members on all correspondence to and from the Internal 
Revenue Service concerning the requested waiver. 

(l) Code Section 754 Adjustments.  To the extent an adjustment to the adjusted tax basis of 
any Company asset pursuant to Code § 734(b) or Code § 743(b) is required, pursuant to Treasury 
Regulations § 1.704-1(b)(2)(iv)(m), to be taken into account in determining Capital Accounts, the 
amount of such adjustment to the Capital Accounts shall be treated as an item of gain (if the adjustment 
increases the basis of the asset) or loss (if the adjustment decreases such basis), and such gain or loss 
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shall be specially allocated to the Unitholders in a manner consistent with the manner in which their 
Capital Accounts are required to be adjusted pursuant to such Section of the Regulations. 

[THE REMAINDER OF THIS PAGE INTENTIONALLY HAS BEEN LEFT BLANK.] 
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SUBSCRIPTION AGREEMENT 

 

THE UNITS ARE BEING OFFERED PURSUANT TO SECTION 4(A)(6) AND REGULATION 

CROWDFUNDING OF THE SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”) 
AND HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OR THE SECURITIES 

LAWS OF ANY STATE. NO FEDERAL OR STATE SECURITIES ADMINISTRATOR HAS 

REVIEWED OR PASSED ON THE ACCURACY OR ADEQUACY OF THE OFFERING MATERIALS 
FOR THESE UNITS. THERE ARE SIGNIFICANT RESTRICTIONS ON THE TRANSFERABILITY OF 

THE SECURITIES DESCRIBED HEREIN AND NO RESALE MARKET MAY BE AVAILABLE 

AFTER RESTRICTIONS EXPIRE. THE PURCHASE OF THESE SECURITIES INVOLVES A HIGH 
DEGREE OF RISK AND SHOULD BE CONSIDERED ONLY BY PERSONS WHO CAN BEAR THE 

RISK OF THE LOSS OF THEIR ENTIRE INVESTMENT.  

 

The Franklin 107 East Park, LLC 
 

 Re: Purchase of Units in The Franklin 107 East Park, LLC 
 
Ladies and Gentlemen: 

 

 The undersigned subscriber (the “Subscriber”) understands that The Franklin 107 East Park, LLC, 
a South Carolina limited liability company (the “Company”) headquartered in Greenville, South Carolina, 

is offering 1,235,000 Units (the “Units” and each a “Unit”). All of the proceeds received by the Company 

in this offering will be exchanged for Units in the Company. The offering is made to both accredited and 

non-accredited investors pursuant to the Form C (the “Form C”) filed by the Company with the U.S. 
Securities and Exchange Commission (“SEC”). The Company is offering the Units to prospective investors 

through the Vicinity, LLC crowdfunding portal, which is registered with the SEC (the “Portal”).  

 
To the extent this Subscription Agreement or any documents attached hereto and/or 

incorporated by reference herein or that have otherwise been provided to the Subscriber contain any pro 
forma financial information or predictions regarding, among other things, future income projections, 
the Subscriber understands and acknowledges that such pro forma financial information and income 
projections are speculative in nature.  The Subscriber understands and acknowledges that the 
Subscriber’s purchase of Units is an inherently speculative and risky investment and that any amounts 
that the Subscriber chooses to invest in Units may be lost.  The Subscriber acknowledges that the 
Subscriber has carefully reviewed the Operating Agreement (the “Operating Agreement”) and the Form 
C. 
 

 This Subscription Agreement includes the following 

 

• Annex A  –  Federal Income Tax Backup Withholding Form 

 
 Based on these premises, the Subscriber hereby confirms its agreement with the Company as 

follows: 

 
 1. On the date hereof, subject to the terms of this Subscription Agreement and the Form C, 

the Subscriber agrees to purchase from the Company and, upon acceptance by the Company of the 

Subscriber’s subscription and in reliance on the Subscriber’s representations, warranties, and covenants 
contained herein, the Company agrees to issue and sell to the Subscriber the number of Units listed on the 

signature page to this Subscription Agreement at a per Unit price of $1.00. 



 

2 
 

 
 2. Upon acceptance of this Subscription Agreement by the Company, the Subscriber shall 

purchase the Units by following the directions of the Portal to transfer the amount equal to the aggregate 

purchase price indicated on the signature page to this Subscription Agreement.  

 
 3. The Subscriber represents, warrants, and agrees as follows: 

 

  (a) The Subscriber understands and accepts that the purchase of the Units involves 
various risks, including the risks outlined in the Form C and this Subscription Agreement. The Subscriber 

can bear the economic risk of this investment and can afford a complete loss thereof; the Subscriber has 

sufficient liquid assets to pay the full purchase price for the Units; and the Subscriber has adequate means 
of providing for its current needs and has no present need for liquidity of the Subscriber’s investment in the 

Company.  

 

  (b) The Subscriber: (i) either qualifies as an “accredited investor” as defined by Rule 
501(a) promulgated under the Securities Act or has not exceeded the investment limit as set forth in Rule 

100(a)(2) of Regulation Crowdfunding; and (ii) has such knowledge and experience in financial and 

business matters that the Subscriber is capable of evaluating the merits and risks of the prospective 
investment. 

 

  (c) The Subscriber has received and reviewed a copy of the Form C and had an 
opportunity to ask questions of and receive answers about the Company concerning the investment in the 

Units.  The Subscriber understands and agrees that the Company is solely responsible for providing risk 

factors, conflicts of interest, and other disclosures that investors should consider when investing in Units 

issued by the Company, and that the Portal has no ability to assure, and have not in any way assured, that 
any or all such risk factors, conflicts of interest and other disclosures have been presented fully and fairly, 

or have been presented at all.  The Subscriber also understands that the Company will, upon the Subscriber’s 

request, make available to the Subscriber or the Subscriber’s legal, tax, or financial advisors any 
information regarding the Company that the Company possesses or can obtain without unreasonable 

expense.  The Subscriber acknowledges that he has conducted his own due diligence (by means of 

consultation with Subscriber’s own legal, tax or financial advisors) with respect to the Company, the Units, 

and any other matter that the Subscriber believes to be material to the Subscriber’s decision to invest in the 
Company and further acknowledges that the Subscriber is making the investment decision based on this 

due diligence.   

 
  (d) The Subscriber understands that the Units in the Company to be issued pursuant to 

this Subscription Agreement have not been passed on as to fairness or recommended or endorsed by any 

federal or state agency or any other entity or person, and the issuance of the Units will not be registered 
under the Securities Act or the securities laws of any state, in reliance upon exemptions from registration 

contained in the Securities Act and such state securities laws.  The Company’s reliance upon such 

exemptions is based in part upon the representations, warranties, and agreements contained in this 

Subscription Agreement. 
 

  (e) The Subscriber is purchasing the Units for the Subscriber’s own account and not 

for distribution or resale to others.  The Subscriber agrees that the Subscriber will not sell or otherwise 
transfer the Units unless the Units have been registered under the Securities Act and applicable state 

securities laws or, in the opinion of counsel to the Company, an exemption therefrom is available. 

 
  (f) The Subscriber has had an opportunity to review the Operating Agreement with 

the Subscriber’s legal, tax, or financial advisors or has elected not to do so.  The Subscriber understands 

that upon acceptance of this Agreement by the Company the Subscriber will be bound by the terms and 
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conditions of the Operating Agreement.  The Subscriber has also had an opportunity to ask questions and 
receive answers about the Operating Agreement.  The Subscriber acknowledges that the relative features 

of the Units are described in the Operating Agreement and the Units are subject to restrictions as contained 

in the Operating Agreement.    

 
  (g) The Subscriber confirms that it is not relying and will not rely on any 

communication of the Company, the Portal, or any of their respective affiliates, as investment advice or as 

a recommendation to purchase the Units. The Subscriber understands that information and explanations 
related to the offering of Units provided by the Company, the Portal, or any of their affiliates shall not be 

considered investment advice or a recommendation to purchase the Units, and that neither the Company, 

the Portal nor any of their affiliates is acting or has acted as an advisor to the undersigned in deciding to 
invest in the Units. The Subscriber acknowledges that neither the Company, the Portal, nor any of their 

respective affiliates have made any representation regarding the proper characterization of the Units for 

purposes of determining the Subscriber’s authority or suitability to purchase the Units.  
 
  (h) The Subscriber has had an opportunity to ask questions of the Manager regarding 

the business plan of the Company. The Subscriber understands that the Company’s business plan is subject 

to change depending on a variety of circumstances, and the Company may need additional capital in 
connection with its business.  The Subscriber understands and acknowledges that, in the event that the 

Company sells additional units or membership interests, the Subscriber’s interest in the Company would 

then be diluted on a pro rata basis with other members of the Company. There can be no assurance that the 
Company will succeed in obtaining any such additional capital or, if it obtains such capital, that the terms 

and conditions tied to the capital will be favorable to the Company. 

 

  (i) The Subscriber understands that adverse market, financial, economic, and 
operational events could lead to a partial or total failure of the Company, resulting in a partial or total loss 

of the Subscriber’s investment in the Company.  The Subscriber confirms that no representations or 

warranties about Company success have been made to the Subscriber and that the Subscriber has not relied 
upon any representation or warranty in making or confirming the Subscriber’s investment in the Company. 

 

  (j) The Subscriber has all requisite power and authority to execute, deliver, and 

perform the Subscriber’s obligations under this Subscription Agreement and the Operating Agreement and 
to subscribe for and purchase or otherwise acquire the Units.  The Subscriber agrees and acknowledges that 

the Subscriber has been encouraged to and has had the opportunity to receive the advice and counsel of 

Subscriber’s own legal, tax, and financial advisors and that the Subscriber has not relied on the advice of 
anyone else in making a decision to invest in the Units.  Upon acceptance of this Subscription Agreement 

by the Company, this Subscription Agreement and the Operating Agreement will be valid, binding, and 

enforceable against the Subscriber in accordance with their terms.  If the Units are to be jointly owned, 
whether as joint tenants, tenants in common, or otherwise, the representations, warranties, and obligations 

set forth in this Subscription Agreement shall be joint and several representations, warranties, and 

obligations of each owner.   

 
  (k) The Subscriber understands that the Units are restricted from transfer for a period 

of time under the Securities Act and applicable state securities laws. The Subscriber understands that the 

Company has no obligation or intention to take any action to permit subsequent sales of the Units pursuant 
to the Securities Act or applicable state securities laws. The Subscriber agrees to not sell, assign, pledge, or 

otherwise transfer the Units, or any interest therein, except in compliance with Regulation Crowdfunding 

or the Operating Agreement.  
 

 4. The Subscriber acknowledges that the Company and its Managers, Members, founders, 

officers, employees, agents, and affiliates are relying on the truth and accuracy of the foregoing 



 

4 
 

representations and warranties in offering Units for sale to the Subscriber without having first registered 
the issuance of the Units under the Securities Act or the securities laws of any state.  The Subscriber also 

understands the meaning and legal consequences of the representations and warranties in this Subscription 

Agreement, and the Subscriber agrees to indemnify and hold harmless the Company and each of its 

Managers, Members, founders, officers, employees, agents, and affiliates from and against any and all loss, 
damage or liability, including costs and expenses (including reasonable attorneys’ fees), due to or arising 

out of a breach of any such representations or warranties or any failure to fulfill any covenants or agreements 

contained in this Subscription Agreement.  All representations, warranties, and covenants made by the 
Subscriber contained in this Subscription Agreement and the indemnification contained in this Paragraph 4 

shall survive the acceptance of this Subscription Agreement and the sale of the Units.   

 
 5. This Subscription Agreement constitutes the entire agreement between the parties hereto 

with respect to the subject matter hereof and may be amended or modified only by a writing executed by 

the party to be bound thereby.  This Subscription Agreement may be executed in multiple counterparts, 

each of which shall constitute an original, but all of which shall constitute but one and the same instrument.  
This Subscription Agreement may be executed and delivered by facsimile or email transmission, which 

will constitute the legal delivery hereof.  This Subscription Agreement shall be governed by and construed 

in accordance with the laws of the State of South Carolina. 
 

 6. If any provision of this Subscription Agreement or application thereof to anyone or under 

any circumstances is adjudicated to be invalid or unenforceable in any jurisdiction, such invalidity or 
unenforceability shall not affect any other provisions or applications of this Subscription Agreement that 

can be given effect without the invalid or unenforceable provision or application and shall not invalidate or 

render unenforceable the invalid or unenforceable provision in any other jurisdiction or under any other 

circumstance. 
 

 7. Correspondence addressed to the Subscriber should be sent to the address listed below until 

such time as the Subscriber shall notify the Company, in writing, of a different address to which such 
correspondence and notices are to be sent. 

 

 8. The Subscriber acknowledges that (i) this Subscription Agreement is a subscription to 

purchase Units in the aggregate amount set forth below and (ii) this Subscription Agreement will not be 
deemed to be accepted until it is signed by the Company and returned to the Subscriber. 

 

[Signature page follows]  
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SIGNATURE PAGE 
TO 

SUBSCRIPTION AGREEMENT WITH 
THE FRANKLIN 107 EAST PARK, LLC 

 
 IN WITNESS WHEREOF, the undersigned has executed this Subscription Agreement for the 

purchase of Units as of this _____ day of ___________, 20__. 

      
  

       

Name of Subscriber (Print or Type) 
 

 

       

Signature 
 

Number of Units: 

 
              

 

Aggregate Purchase Price: 
 

$       

 

Address:     
       

       

             
 

Phone Number:          

 

Email Address:           
     

 

 
AGREED TO AND ACCEPTED this ____ day of _______________, 20__ 
 
THE FRANKLIN 107 EAST PARK, LLC                            
                                                                                                                            

 

By: The Franklin 107 East Park Manager, LLC 

 
 

             

 By: Kurt Wallenborn 
 Its: Manager 

 



 

 
 

Annex A 
 

FEDERAL INCOME TAX BACKUP WITHHOLDING FORM 
 

 In order to prevent the application of federal income tax backup withholding, each subscriber must 
provide us with a correct Taxpayer Identification Number (“TIN”).  An individual’s social security number 

is his or her TIN.  The TIN should be provided in the space provided in the Substitute Form W-9 below.  

Under federal income tax law, any person who is required to furnish his or her correct TIN to another 
person, and who fails to comply with such requirements, may be subject to a $50.00 penalty imposed by 

the IRS. 

 
 Backup withholding is not an additional tax.  Rather, the tax liability of persons subject to backup 

withholding will be reduced by the amount of tax withheld.  If backup withholding results in an 

overpayment of taxes, a refund may be obtained from the IRS.  Certain taxpayers, including all corporations, 

are not subject to these backup withholding and reporting requirements.  If the shareholder has not been 
issued a TIN and has applied for a TIN or intends to apply for a TIN in the near future, “Applied For” 

should be written in the space provided for the TIN on the Substitute Form W-9. 

 
SUBSTITUTE FORM W-9 

 

 Under penalties of perjury, I certify that: (i) the number shown on this form is my correct Taxpayer 
Identification Number (or I am waiting for a Taxpayer Identification Number to be issued to me); and (ii) 

I am not subject to backup withholding because: (a) I am exempt from backup withholding; (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. 

 

 You must cross out item (ii) above if you have been notified by the IRS that you are subject to 
backup withholding because of underreporting interest or dividends on your tax return.  However, if, after 

being notified by the IRS that you were subject to backup withholding, you received another notification 

from the IRS that you are no longer subject to backup withholding, do not cross out item (ii). 

 
 Each subscriber should complete this section. 

 

SUBSCRIBER (If an individual):  
 

 

       
Signature of Individual Subscriber   

 

 

       
Print name of Subscriber    

 

 
SSN:          

 
 
 

PLEASE SIGN AND RETURN THIS PAGE 
 


