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CARTER MULTIFAMILY GROWTH & INCOME FUND III, LLC
$200,000,000 – Maximum Offering Amount of all Classes of Units

Carter Multifamily Growth & Income Fund III, LLC (“we,” “us,” “our,” the “Fund,” or the
“Company”) is a recently formed Delaware limited liability company aggregating a diversified
portfolio of middle-market multifamily properties by acquiring existing conventional multifamily
properties located primarily in high growth markets in the southern United States that offer value-add
enhancement opportunities through operational improvements, renovations and repositioning. In
addition, we may selectively invest in real estate investments related to the multifamily industry. We
expect to acquire and own substantially all of our investments through subsidiary entities, each of
which we intend to qualify and elect to be taxed as a real estate investment trust (a “REIT”) for federal
income tax purposes for each of the years ended after December 31, 2021 (either “REIT Subsidiaries”
and each, a “REIT Subsidiary” or “Fund Subsidiary REITs” and each, a “Fund Subsidiary REIT”).

We are a manager-managed limited liability company governed by a board of directors, a majority
of whose members are independent (as defined in our limited liability company agreement). Carter
Multifamily Growth & Income Advisors III, LLC, a Delaware limited liability company, is our
advisor, which we refer to as our “advisor.” Our advisor is a wholly owned subsidiary of our sponsor,
Carter Multifamily Fund Management Company, LLC, a Florida limited liability company, which we
refer to as our “sponsor.” While our board of directors retains overall responsibility for major decisions
such as acquisitions and dispositions, we are externally managed by our advisor; therefore, our advisor
will be responsible for our day-to-day management. Principals of our advisor, sponsor and their
affiliates have over 250 years of combined experience in the commercial real estate industry, including
transaction experience of over $77 billion in multifamily properties and portfolios totaling more than
954,000 units, have $3 billion in multifamily assets merger experience and have developed over
$1.3 billion in multifamily properties. Further, members of our sponsor and our advisor’s management
team have over 50 years combined experience in executive management roles at nationally ranked
multifamily firms located in the United States. More specifically, our advisor’s management team has
significant experience in the areas of strategy, acquisitions, asset management, property management,
leasing, development/value-add redevelopment, marketing, operations, dispositions and capital
markets related to a variety of multifamily asset types.

Through this memorandum, and a separate memorandum for our Class I Units, we are offering a
maximum of $200,000,000 of our limited liability company interests, in any combination of Class A
Units and Class I Units, which we refer to together as “units” on a “best efforts” basis through our
dealer manager. Skyway Capital Markets, LLC (“Skyway”), an unaffiliated registered broker-dealer
and member firm of the Financial Industry Regulatory Authority, Inc., or “FINRA,” serves as the
dealer manager of our offering with respect to the units. The purchase price of a Class A Unit is
$1,000.00. We are offering our units for sale in this offering only to persons that are “accredited
investors,” as that term is defined under the Securities Act of 1933, as amended, or the “Securities
Act,” and Regulation D promulgated thereunder or “qualified purchasers”, as that term is defined under
the Investment Company Act of 1940, as amended. We intend to offer our units in this offering until
the earlier of (1) the date that $200,000,000 of our units have been sold, or (2) November 16, 2022
(unless our board of directors elects to extend the offering for up to 6 months or elects to change the
maximum offering amount); provided, however, our board of directors may terminate this offering at
any time in its sole discretion. We expect to admit members into the Fund on at least a twice-monthly
basis. We do not intend to register our units with the United States Securities and Exchange
Commission, or the “SEC,” nor do we expect a public trading market to exist for our units.
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Neither the SEC nor any other federal, state or foreign securities commission or similar authority
has approved or disapproved these securities, endorsed the merits of this offering or passed upon the
accuracy or completeness of this memorandum. Any representation to the contrary is a criminal
offense. An investment in our units is speculative and involves substantial risks. You should carefully
read and consider the risks described in the “Risk Factors” section of this memorandum before you
invest in our units. Our units are subject to certain restrictions on transferability, resale and ownership
and may not be transferred or resold except as permitted by our limited liability company agreement
and as permitted under the Securities Act and applicable state securities laws, pursuant to registration
or exemption therefrom. See the “Description of Our Securities — Restrictions on Transfer” section of
this memorandum for more information. Investors should be aware that they will bear the financial
risks of this investment for an indefinite period of time.
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THIS MEMORANDUM MAY NOT BE REPRODUCED

Notice to Investors

This memorandum has been prepared in connection with the private placement of our units and
does not constitute an offer or solicitation by anyone in any jurisdiction in which such an offer or
solicitation is not authorized or in which the making of such offer or solicitation would be unlawful.
Our units offered hereby may be offered and sold only to investors who meet the investor suitability
requirements set forth in the “Suitability Standards” section of this memorandum.

This memorandum has been prepared solely for the benefit of persons interested in purchasing our
units, and any reproduction or distribution of this memorandum, in whole or in part, or the disclosure
of any of its contents, is prohibited without our prior written consent. By accepting delivery of this
memorandum, you agree to return this memorandum and all documents furnished with it to us or our
representatives upon request if you do not purchase any of our units or if we withdraw or terminate the
offering of our units.

This offering is being made on a “best efforts” basis through Skyway, our dealer manager, who is a
member firm of FINRA. However, because this offering is being conducted pursuant to Section 4(a)(2)
of the Securities Act and Rule 506(b) of Regulation D promulgated thereunder by the SEC, for
transactions not involving a public offering, this offering is not subject to review by the SEC or
FINRA. We reserve the unconditional right to cancel or modify this offering, to reject subscriptions for
our units in whole or in part and to waive conditions pertaining to the purchase of our units.

We are offering our Class A Units exclusively through this memorandum and any appendices and
supplements we provide. This memorandum contains a summary of material provisions of certain
documents. We believe these summaries are accurate, but you should refer to the actual documents for
complete information concerning the rights and obligations of the parties thereto. Such information
necessarily incorporates significant assumptions, as well as factual matters. All documents relating to
this investment and related documents and agreements will be made available to you or your advisors
upon request to us.

During the course of this offering and before you purchase any of our units, you are invited to ask
questions of and obtain additional information from us concerning the terms and conditions of this
offering, our company, our sponsor, our advisor, our units and any other relevant matters, including,
but not limited to, additional information to verify the accuracy of the information in this
memorandum. We will provide such information to the extent we possess it or can acquire it without
unreasonable effort or expense. Your purchase of our units is subject to our receipt and acceptance of
the subscription agreement, our right to reject any subscription agreement for units in whole or in part,
and our right to withdraw, cancel, or modify this offering without notice to investors, as well as certain
other conditions. We may reject a prospective investor’s subscription agreement for any reason or no
reason. We will reject subscription agreements if you fail to conform to the requirements of this
offering or for such other reasons as we may determine to be in our best interests. You may not revoke,
cancel, or terminate your subscription agreement, except in accordance with the terms of your
subscription agreement.
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In making an investment decision, you must rely on your own examination of us and the terms of
this offering, including the merits and risks involved. The units we are offering have not been
recommended by any federal or state securities commission or regulatory authority. No person has
been authorized to give any information or make any representations other than those contained in this
memorandum, and, if given or made, whether in writing or orally, such information or representations
must not be relied upon as having been given by us, our sponsor, our advisor or their affiliates. Neither
we, our sponsor, our advisor, nor their affiliates can guarantee that the estimates, opinions or
assumptions made in this memorandum will prove to be accurate.

You should not consider the information contained in this memorandum, nor any prior,
contemporaneous or subsequent communication related to this offering, as legal or tax advice.
You should consult your own legal and tax advisors to ascertain the merits and risks of an
investment in our units before investing.
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Cautionary Note Regarding Forward-Looking Statements

Statements included in this memorandum that are not historical facts (including any statements
concerning investment objectives, other plans and objectives of management for future operations or
economic performance or assumptions or forecasts related thereto) are forward-looking statements, as
defined under Section 21E of the Securities Exchange Act of 1934, as amended. These statements are
only targets, projections or predictions. We caution that “forward-looking” statements are not
guarantees. Actual events or our investments and results of operations could differ materially from
those expressed or implied in any forward-looking statements. Forward-looking statements are
typically identified by the use of terms such as “may,” “should,” “expect,” “could,” “intend,” “plan,”
“anticipate,” “estimate,” “believe,” “continue,” “predict,” “potential” or the negative of such terms and
other comparable terminology.

The forward-looking statements included in this memorandum are based upon our current
expectations, plans, estimates, assumptions and beliefs that involve numerous risks and uncertainties.
Factors that could have a material adverse effect on our operations and future prospects include, but are
not limited to:

• our ability to effectively deploy the proceeds raised in this offering and any other sources
of debt and equity financing;

• changes in economic conditions generally and the real estate and debt markets specifically;

• legislative or regulatory changes (including changes to the laws governing the taxation of
REITs);

• the availability of capital;

• interest rates;

• the effects of COVID-19 on the global economy (including but not limited to the real
estate industry), on the global financial markets and on our ability to source, diligence and
consummate desirable transactions; or

• our financial performance following this offering.

Any of the assumptions underlying forward-looking statements could be inaccurate. You are
cautioned not to place undue reliance on any forward-looking statements included in this
memorandum. Except as otherwise required by the federal securities laws, we undertake no obligation
to update or revise any forward-looking statements after the date of this memorandum, whether as a
result of new information, future events, changed circumstances or any other reason. In light of the
significant uncertainties inherent in the forward-looking statements included in this memorandum,
including, without limitation, the risks described in the “Risk Factors” section of this memorandum,
the inclusion of such forward-looking statements should not be regarded as a representation by us or
any other person that we will achieve the objectives and plans set forth in this memorandum.
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Executive Summary

This summary highlights selected information contained elsewhere in this memorandum and may
not contain all of the information that is important to you. To fully understand this offering before
making an investment decision, you should carefully read the entire memorandum, including the “Risk
Factors” section.

Fund: Carter Multifamily Growth & Income Fund III, LLC

Advisor: Carter Multifamily Growth & Income Advisors III, LLC

Sponsor: Carter Multifamily Fund Management Company, LLC

Offering: Up to a maximum of $200,000,000 of equity in any combination of
all classes of units (our board of directors, in its sole discretion, may
elect to change the maximum offering amount).

Offering Period: We intend to offer our units in this offering until the earlier of
(1) the time when we have sold $200,000,000 of our units (or such
other amount if our board of directors elects to extend the offering
for up to 6 months or otherwise elects to change the maximum
offering amount), or (2) November 16, 2022. We may extend the
offering for up to 180 days or terminate this offering at any time in
our board of directors’ sole discretion.

Use of Proceeds: We intend to use substantially all of the net proceeds from this
offering to acquire and renovate existing conventional multifamily
properties located primarily in high growth markets in the southern
United States that offer value-add enhancement opportunities, and to
selectively invest in real estate and other opportunistic investments
related to the multifamily industry.

Target Leverage: We intend to finance our portfolio at a target leverage level of
between 65% and 75% loan-to-value; however, individual REIT
Subsidiaries’ assets may be financed at a higher or lower leverage
level than the portfolio target leverage level.

Term: We intend to begin the process of achieving a liquidity event within
two to four years after we complete this offering; however, we may
cause our REIT Subsidiaries to sell any of our assets at any time.

Unit Price: $1,000.00 per Class A Unit

Minimum Investment: $50,000 (although we reserve the right to permit, in our sole
discretion, investments in lesser amounts).

Fund Investment
Objectives:

(1) Preserve and protect capital; (2) provide attractive and stable
cash distributions; (3) increase the value of assets in order to
generate capital appreciation; and (4) stage the assets for a timely
exit to maximize the return on unitholder capital.
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Distributions to
Unitholders and the
Advisor’s Carried
Interest:

The following summarizes our distribution priority (i.e., waterfalls)
to unitholders and our advisor:

(i) 6% target annual cumulative non-compounded return to
unitholders, as and when declared by our board of
directors.

(ii) Return of all amounts credited to a unitholder’s capital
account based upon number of units acquired x $1,000.

(iii) A total of 8% annualized cumulative non-compounded
return to unitholders, including the 6% target distribution
in (i) above, i.e., an additional 2%-the targeted preferred
return.

(iv) 80% to our unitholders (pro rata based on number of units)
and 20% to our advisor after unitholders receive 100% of
their original capital account balance and their target
preferred return.

Note: Distributions are based upon a unitholder’s capital account
balance, which is initially the number of units acquired multiplied
by $1,000. For a more complete description see “Description of Our
Securities – Distribution Policies and Distributions.”

Reports to Unitholders: We expect to provide you with periodic business updates from
management, including quarterly unaudited financial statements and
annual audited financial statements. We will prepare our financial
statements using U.S. Generally Accepted Accounting Principles.

Tax Reporting: Unitholders will receive a Schedule K-1 (Form 1065) from us,
which identifies and reports to such unitholder its respective items
of income, gain, loss, and deduction with respect to their investment
in the Fund. We will use the accrual method of accounting to report
income and deductions for income tax purposes and intend to mail
your Schedule K-1 tax information for each year, if required, by
March 31st of the following year.

Due to such structure of the Fund and its subsidiaries whereby the
Fund intends to own and operate the properties it acquires through
one or more REIT Subsidiaries,

(i) an investor’s Schedule K-1 will generally only show REIT
investment income,

(ii) an investor will generally only file a U.S. Federal income
tax return and a state income tax return for state of
residency, and
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(iii) it is anticipated that the Fund’s structure will not result in
Unrelated Business Taxable Income (UBTI) to unitholders
that are tax-exempt under the Internal Revenue Code.

For more information, please see the “Material U.S. Federal Income
Tax Considerations” set forth below in this memorandum.

Board of Directors: We are a manager-managed limited liability company and operate
under the direction of our board of directors. Our board of directors
shall consist of three directors or such other number as our sponsor
shall designate, provided that there will always be at least one
director. At all times, a majority of our board of directors must be
“independent” directors (as defined in our limited liability company
agreement), except for a period of up to 60 days after the death,
removal or resignation of an independent director pending the
appointment of such independent director’s successor. Directors
shall otherwise serve for five-year terms. A director may be
removed for “cause” (as defined in the limited liability company
agreement) upon the affirmative vote of a majority of the
outstanding units and a replacement director elected. In all other
cases, our sponsor has the right to appoint each director and may
also remove and replace each director at any time and for any reason
with or without cause and with or without notice to any other
person, and without the vote of unitholders.
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Fund and Business Plan Overview

Carter Multifamily Growth & Income Fund III, LLC

We are a Delaware limited liability company formed in August 2021, and we are managed by our
board of directors. We intend to use substantially all of the net proceeds from this offering to acquire
and renovate existing conventional multifamily properties that offer value-add enhancement
opportunities, and to selectively invest in real estate and other opportunistic investments related to the
multifamily industry. Value-add investments generally consist of properties that provide an opportunity
for the improvement of the physical asset, occupancy, financial, operational or management
characteristics of the property in order to increase cash flow and value, with a high proportion of the
total return attributable to appreciation in value. These investments generally have a higher risk and
return profile than properties that do not have a value-add component.

We believe that, with the operating experience and skill set of our advisor, attractive risk-adjusted
total investment returns can be achieved through targeted value-added investments. We expect to
acquire and own substantially all of our investments through subsidiary entities, each of which is
expected to be treated as a REIT for federal tax purposes. Our REIT Subsidiaries may acquire and
operate properties alone or jointly with one or more other parties.

Summary of Target Acquisitions

We focus on the acquisition of value-add, conventional multifamily properties located primarily in
high growth markets in the southern United States with a value-add component. We seek under-
managed, established, stable, income-producing properties that offer value-add enhancement
opportunities achievable through operational improvements, renovations and repositioning which we
believe will enhance investment returns for unitholders. We expect the average cost of our properties to
be between $25 million and $75 million, although individual properties may cost less or more than the
anticipated average cost.

Demographic Drivers

Demand for affordable apartments is primarily being driven by the largest demographic segments
of the U.S. population which include:

• Baby Boomers – As the second largest demographic group in the U.S. (totaling
77 million), this segment is downsizing in record numbers due to their age, fixed incomes,
and desire to simplify their lifestyle and this is not a minor trend. The percentage increase
in renters aged 55 and older since 2010 is more than 10 times greater than the changes for
other groups, and in raw renters of any other age.1

• Generation X – This segment comprises approximately 65 million people and currently
represents approximately 1 out of every 3 renters in the U.S. This segment either needs to
rent because they lost their home in the Great Recession through foreclosure or they no
longer desire to own a home due to the lingering negative impact of the recession.

1 https://www.newspressnow.com/news/local_news/business/baby-boomers-becoming-larger-part-of-rental-market/article_c4a68dce-65a4-
11eb-836d-67afdf7acd0d.html

4

CMF III-A 11/21-2

Downloaded on April 21, 2022 - This PPM is authorized only for the use by Quinn Morimoto with his/her representative(s).
Stax Capital has not authorized the distribution of this PPM to any other person.



• Millennials – Millennials represent approximately 78 million people and have the highest
propensity to rent based on the high value they place on mobility, flexibility, and lifestyle
choices. They represent the bulk of the current American workforce filling the demand for
jobs in traditionally lower paying service sector industries such as retail, hospitality and
tourism and thus are priced out of both the Class A rental market and the single-family
housing market. Additionally, millennials are carrying the highest historical level of
student loan debt in U.S. history. The share of millennials that expect to rent forever has
nearly doubled in two years, to nearly one-fifth, according to an annual report from
Apartment List.2 The rental listing site’s 2021 Millennial Homeownership Report found
that, in 2020, 18.2 percent of millennials who don’t currently own homes expected to
always rent, up from 12.3 percent in 2019 and 10.7 percent in 2018. Despite stereotypes of
millennials not wanting to be tied down, of those who plan to never purchase a home,
74 percent said affordability was the main reason–more than double the share who said
they prefer the lifestyle benefits of renting such as increased flexibility and avoiding
maintenance expenses, Apartment List said.3

• Generation Z – This segment comprises 73 million people making up 25.9% of the U.S.
population. The number of Gen Z renters jumped by 36% in 2020 compared to the prior
year making this group of renters the second-largest share of renters and also the fastest-
growing segment of renters in the multifamily space.4

We believe the following market factors demonstrate the strong demand for affordable rental
housing:

• Decline in Home Ownership – The home ownership rate has fallen from 67.9% a year ago
to 65.4% in the second quarter of 2021.5

• Rising Demand for Rental Properties – It is predicted that the majority (59%) of the
22 million new households that will form between 2010 and 2030 will rent, while just
41 percent will buy their homes.

• Disconnect Between Multifamily Housing Supply and Demand – In order to meet the
demand for multifamily housing, 4.6 million new multifamily units must be built between
now and 2030, according to the Vision 2030 study by the National Multifamily Housing
Council, (“NMHC”) and the National Apartment Association (“NAA”). At this pace, more
than 300,000 units, on average, would need to be built annually; however, only 225,000
units have been delivered annually, on average, between 2012 to 2016.

Corporate Information

Our office is located at 4890 W. Kennedy Blvd., Suite 200, Tampa, Florida 33609. Our sponsor’s
website is www.cartermultifamily.com.

2 https://www.inman.com/2021/02/09/nearly-1-in-5-millennials-have-given-up-on-homeownership/
3 https://www.inman.com/2021/02/09/nearly-1-in-5-millennials-have-given-up-on-homeownership/
4 https://dsnews.com/daily-dose/02-23-2021/the-most-desirable-locations-for-gen-z-renters
5 https://www.wsj.com/articles/u-s-home-price-growth-rose-to-record-in-may-11627390862?mod=searchresults_pos3&page=1
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Investment Objectives

Our primary investment objectives are to: (1) preserve and protect capital; (2) provide attractive
and stable cash distributions; (3) increase the value of assets in order to generate capital appreciation;
and (4) stage the assets for a timely exit to return unitholder capital and maximize profits. We intend to
pay monthly cash distributions to our unitholders; provided, however, that cash distributions will be
authorized by our board of directors based on our investment results and we are not required to
maintain a specified level of cash distributions.

Investment Strategy

• Multifamily Assets — We will pursue an investment strategy focused on aggregating a
diversified portfolio of multifamily properties by acquiring existing conventional
multifamily properties that are under-managed, established, stable, income-producing
properties and offer value-add enhancement opportunities through operational
improvements, renovations and repositioning. We expect the average cost of these
properties to range between $25 million and $75 million, although individual properties
may cost less or more than the anticipated average cost. We may also acquire or invest
equity into other value-add or opportunistic multifamily projects.

• Potential for Appreciation — We intend to purchase properties with significant potential
for appreciation.

• Value-Add — We expect to invest in properties that our advisor identifies as having
significant value-add potential. Value-add investments generally consist of properties that
provide an opportunity for the improvement of the physical asset, tenancy, financial,
operational or management characteristics of the property in order to increase cash flow
and value, with a high proportion of the total return attributable to appreciation in value.
These investments generally have a higher risk and return profile than properties that do
not have a value-add component. It is anticipated that approximately 70% or more of the
assets we acquire will require some level of renovation.

• Strategic Leverage — We intend to finance our portfolio at a target leverage level of
between 65% and 75% loan-to-value, which ratio will be determined after the close of this
offering and once we have invested substantially all the net proceeds of this offering. Our
REIT Subsidiaries may incur higher levels of leverage. Accordingly, we, through these
investments, may be exposed to higher levels of leverage than we intend to, including a
greater risk of loss with respect to such investments as a result of higher leverage
employed by such REIT Subsidiaries. In addition, individual REIT Subsidiaries’ assets
may be financed at a higher or lower leverage than the portfolio target leverage level.

• Geographic Diversification — We expect to invest in various markets located primarily in
high growth markets within the southern United States. We focus on markets where
demand is highest for our target assets with demonstrated historical high occupancies and
consistently strong population and job growth.
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Our Advisor

Carter Multifamily Growth & Income Advisors III, LLC, a recently formed Delaware limited
liability company, is our external advisor and is wholly owned by our sponsor. We will rely on our
advisor to manage our affairs on a day-to-day basis and also to manage, operate, direct and supervise
the operation and administration of our assets, including presenting our board of directors with
potential investment opportunities, operational and capital budget recommendations, and asset
disposition advice consistent with our investment policies as set forth in this memorandum and our
advisory agreement with our advisor, or the advisory agreement. Our advisor will receive
compensation and reimbursement for services relating to this offering and the advisor and its affiliates
will receive compensation for acquisition and management services. In addition, our advisor may also
receive a carried interest as described in our limited liability company agreement.

Our Sponsor

Our sponsor, Carter Multifamily Fund Management Company, LLC, is a Florida limited liability
company, was formed in 2017. Our sponsor also sponsors Carter Multifamily Growth & Income Fund,
LLC (“Fund I”) and Carter Multifamily Growth & Income Fund II, LLC (“Fund II” and collectively
with Fund I, the “Prior Funds”). Fund I’s offering raised approximately $152.4 million and closed on
March 1, 2020. As of October 28, 2021, Fund II’s offering had raised approximately $143 million and
closed on November 15, 2021. As of the effective date of this memorandum, the Prior Funds offerings
have closed to new investors.

Our Board of Directors

We are a manager-managed limited liability company and operate under the direction of our board
of directors, a majority of whose members are “independent” (as defined in our limited liability
company agreement). Our board of directors has delegated certain of its management functions to our
advisor, but our board of directors retains ultimate control and responsibility for our management.
Pursuant to our limited liability company agreement, our board of directors shall consist of three
directors or such other number as our sponsor shall designate, provided that in no event may there be
less than one director. In addition, at all times, a majority of our board of directors must be independent
directors, except for a period of up to 60 days after the death, removal or resignation of an independent
director pending the appointment of such independent director’s successor. Subject to any earlier
death, resignation or removal by our sponsor for any reason, directors shall serve for five-year terms.
Upon the affirmative vote of a majority of the units, a director may be removed for “cause” (as defined
in the limited liability company agreement) and a replacement director elected. In all other cases, our
sponsor has the right to appoint each director may also remove and replace each director and to remove
and replace each director at any time and for any reason with or without cause and with or without
notice to any other person, and without the vote of unitholders.

Executive Unit Purchase Plan

John Carter, the Chairman of our board of directors, Executive Chairman and a member of the
investment committee of our advisor, has entered into an executive unit purchase plan (the “Executive
Unit Purchase Plan”). Pursuant to the Executive Unit Purchase Plan, Mr. Carter has agreed to acquire
$1,000,000 of our Class I Units. The Executive Unit Purchase Plan will terminate at the termination of
the offering or earlier, unless extended beyond the termination date of the offering.
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Property Management Services

Property level services for the properties we acquire, including rental, leasing, operation and
management services, will be provided by our affiliated property manager, Allegiant-Carter
Management, LLC, a Florida limited liability company, which we refer to as our “property manager.”
Our property manager will enter into a separate property management and leasing agreement with each
wholly owned subsidiary or joint venture that owns one or more properties. It is expected that
substantially the same form of property management and leasing agreement will be used in each
instance.

We will pay our property manager aggregate fees equal to 3.5% of gross revenues from the
properties managed; provided, however, that, in the sole discretion of our board of directors, we may
pay the property manager more or less than 3.5% of collected gross revenues from the properties
managed. We will also reimburse the property manager for property-level expenses that it pays or
incurs on our behalf, including salaries, bonuses, and benefits of persons employed by our property
manager, except for the salaries, bonuses and benefits of persons who also serve as one of our
executive officers.

Construction Manager

The oversight and management of the improvements to our investment properties will be provided
by our affiliate, CMF Real Estate Management Services, LLC, a Florida limited liability company,
which we refer to as our “construction manager.” The construction manager will act as general
contractor and/or construction manager to supervise or coordinate projects or to provide major repairs
or rehabilitation. We may pay our construction manager or an affiliate an amount equal to 5.0% of the
cost of the projects, repairs and/or rehabilitation, as applicable.

Management Experience

Principals of our advisor, sponsor and their affiliates have over 250 years of combined experience
in the commercial real estate industry, including transaction experience of over $77 billion in
multifamily properties and portfolios totaling more than 954,000 units, have $3 billion in multifamily
assets merger experience and have developed over $1.3 billion in multifamily properties. Further,
members of our sponsor and our advisor’s management team have over 50 years combined experience
in executive management roles at nationally ranked multifamily firms located in the U.S. More
specifically, our advisor’s management team has significant experience in the areas of strategy,
acquisitions, asset management, property management, leasing, development/value-add
redevelopment, marketing, operations, dispositions and capital markets related to a variety of
multifamily asset types.
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Our Structure

The chart below shows the relationships among our company and various affiliates, the beneficial
ownership of our advisor’s executive officers, and certain entities that provide services to us. We
expect to continue to acquire and own substantially all of our investments through subsidiary entities of
our REIT Subsidiaries.

Organizational Structure

Carter Multifamily Fund 
Management Company, LLC

a Florida LLC
(Sponsor) 

Accredited Investors
(Unitholders) CMF Owners, LLC (1) 

a Florida LLC

Carter Multifamily Growth
& Income Advisors III, LLC

a Delaware LLC
(Advisor)

 CMF Equity Partners, LLC (1)
a Florida LLC

Carter Multifamily Growth & 
Income Fund III, LLC

a Delaware LLC
(Fund)

40% 60%

100%

CMF Eastern US III, LLC
a Delaware LLC

(REIT Subsidiary)

100%

CMF West & Central US III, LLC
a Delaware LLC

(REIT Subsidiary)

Preferred Investors (2) 

100% 
Common

100% 
Preferred

Properties

Property ownership entities
Delaware LLCs

100%100%

Advisor

Sponsor

100%

Allegiant-Carter Management, LLC
a Florida LLC

(Property Manager)

CMF Real Estate 
Management Services, LLC (1) 

a Florida LLC
(Construction Manager)

Construction
Manager

Property 
Manager

(1) CMF Equity Partners, LLC, CMF Owners, LLC and CMF Real Estate Management Services, LLC are primarily owned by principals of
our advisor, sponsor, property manager, construction manager and their affiliates. John Carter, the Chairman of our board of directors,
holds a voting control position in these entities.

(2) Our REIT Subsidiaries each expect to issue no more than $125,000 of 12.0% preferred stock to 125 third-party investors.
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Market Overview

Market Overview

As a real estate asset class, multifamily weathered the pandemic-induced recession of 2020 better
than most other property sectors – especially as compared to retail, office, and lodging. According to
CBRE’s 2021 Multifamily U.S. Real Estate Market Outlook, the economic rebound will lead to
increased demand for multifamily as renters “un-bundle” from living with their parents and friends.

We believe that our middle-market America investment strategy to acquire value-add,
conventional multifamily assets will fill the continued strong demand for affordable rental housing by
middle-market Americans who earn a median $35,977 annually (according to the Bureau of Labor
Statistics) and have been priced out of the costlier Class A multifamily market as well as the single -
family housing market.

Additionally, job opportunities are providing more flexibility for workers to live where they want
rather than having to live where they work. According to data from the American Time Use Survey
released by the Labor Department, the percentage of employed people working from home nearly
doubled in 2020, to 42% from 22% in 2019.6

Even before the COVID-19 pandemic, renters in the United States were facing a housing
affordability crisis. Nearly a quarter of renter households were spending more than half of their
incomes on rent each month, leaving little income to cover other basic necessities such as food and
clothing.7

During the Great Recession, renter incomes fell in real terms while rents continued to increase. The
share of cost-burdened renter households spending more than 30% of their incomes on housing rose
from 40.6% in 2001 to a peak of 50.7% in 2011.7

Following the Great Recession, renter incomes recovered slowly while rents continued to increase
at a faster pace. Even after ten years of economic expansion and the lowest unemployment rate in
decades, the share of renter households with cost burdens in 2019 was down just four percentage points
from the 2011 high. Some 20.4 million renters (46 percent) paid more than 30 percent of their incomes
for housing that year, including 10.5 million (24 percent) severely burdened households that paid more
than half of their incomes for rent.9

Recovery

Unlike the more affordable multifamily Class A-, B and C+ sectors of the market, the costlier
Class A multifamily sector was impacted the most by Covid-19 according to CBRE’s 2021
Multifamily U.S. Real Estate Market Outlook due to:

• Higher turnover from young adults moving out of costly Class A apartments and returning
back home to live with parents

6 https://www.bls.gov/news.release/atus.nr0.htm
7 The Rent Eats First, Harvard Joint Centers for Housing Studies, January 2021
9 The State of The Nation’s Housing 2021, Joint Center for Housing Studies, Harvard University
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• A steady stream of new Class A multifamily deliveries

• Renters continuing to seek less expensive housing

Therefore, the Class A multifamily sector is predicted to recover at a slower pace while the Class B
multifamily sector should continue to outperform in 2021, and fully recover by early 2022.

Renters Choosing Suburban Markets Over Urban Markets

Suburban markets are projected to lead the multifamily sector’s recovery in 2021 while urban
markets will have a slower recovery due to:

• Remote working requirements

• The closing of a portion of urban amenities

• The reluctance of workers to use public transit

• A desire for more living space

• A desire for greater access to the outdoors

Additionally, the high cost associated with urban apartments and shifting demographics are also
impacting the urban market’s recovery. Because Millennials are now aging into marriage and starting
families, they are trading the urban living environment for larger housing options in less densely
developed suburban markets. According to CBRE, suburban multifamily located in the Midwest and
the Southeast regions will provide the best opportunities for solid market performance and revenues in
2021. The leading Southeast metros in 2020 were:

• Greensboro

• Jacksonville

• Richmond

• Virginia Beach

Gateway cities such as San Francisco, San Jose, Los Angeles, Miami and New York experienced
the greatest market deterioration in 2021 and may not stabilize until after 2021. Lower density and less
expensive suburban markets performed well in 2020 and are positioned to weather overall market
performance in 2021.
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Rents Rising as Demand Continues Upward Trajectory

Demand for suburban apartments in the first quarter of 2021 was strong and search data from
apartments.com showed that a record number of Americans continued to search for a new apartment.10

Apartment rents are rising for all multifamily sectors with Costar reporting 160 basis point increase as
of April 2021 which put rents growth for 2021 on pace to exceed 9% and making it the fastest rent
growth recorded this century.11 Both downtown and suburban markets recorded unseasonably strong
demand in the first quarter of 2021 with vacancies in suburban markets falling below 6% while
downtown markets are still experiencing higher vacancy rates of 10% for the same period.12

10 Multi-Family National Report, US, Costar, 5/21/21
11 Multi-Family National Report, US, Costar, 5/21/21
12 Multi-Family National Report, US, Costar, 5/21/21
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Lack of Supply Pushes Housing Costs Higher

The median price of an existing home had risen to $334,500 according to a Marcus & Millichap
April 2021 research brief. This is a 16.2% year-over-year increase while new home prices rose 5.5% to
a median price of $347,200. These market conditions point to continued strong demand for multifamily
as more and more Americans struggle to meet home financing hurdles for a down payment, private
mortgage insurance, taxes, etc.

Rising labor costs combined with rising materials costs including lumber are contributing to higher
home prices, which in turn, are keeping potential homeowners priced out of the market. This is
particularly true for multifamily renters seeking affordable homes in the $250,000 price point or lower.

* Through February
Sources: Marcus & Millichap Research Services, National Association of Realtors, U.S. Census Bureau
(https://www.multihousingnews.com/post/lack-of-home-supply-rising-costs-keeps-renters-in-place)
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Rent Growth

Multifamily rent growth for 2021 is on pace to exceed 9% – the fastest rent growth recorded this
century, according to Costar. While both urban and suburban multifamily markets are posting strong
rent momentum, the suburban markets continue to post the strongest gains according to Costar.13

Absorption of 135,000 units in the first quarter of 2021 was record-breaking according to Costar
and vacancies in suburban markets fell below 6% for the first time this century. Vacant space in
stabilized, suburban multifamily is at a record low and demand over the past 12 months has flowed to
the affordable Sunbelt markets. These markets feature strong demand profiles, attracting in-migration
by corporations and employees due to their fast-growing economies and affordable living costs.

13 Multi-Family National Report, US, Costar, 5/21/21
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New Construction

The impact of the pandemic on new multifamily construction was significant. According to Costar,
only 330,000 units were started in 2020 — the lowest figure reported since 2013. This pace of
development will likely contribute to a continued unbalanced overall market where demand continues
to outpace supply. In response, developers are targeting the Sunbelt markets in particular as a result of
the growing rent gains and record demand in markets such as Nashville, Charleston, Charlotte and
Orlando.14

Strong Demand Profiles

Demand for affordable apartments is primarily being driven by the largest demographic segments
of the U.S. population which include:

• Baby Boomers – As the second largest demographic group in the U.S. (totaling 77
million), this segment is downsizing in record numbers due to their age, fixed incomes,
and desire to simplify their lifestyle and this is not a minor trend. The percentage increase
in renters aged 55 and older since 2010 is more than 10 times greater than the changes for
other groups, and in raw renters of any other age.15

• Generation X – This segment comprises approximately 65 million people and currently
represents approximately 1 out of every 3 renters in the U.S. This segment either needs to
rent because they lost their home in the recession through foreclosure or they no longer
desire to own a home due to the lingering negative impact of the recession.

14 Multi-Family National Report, US, Costar, 5/21/21
15 https://www.newspressnow.com/news/local_news/business/baby-boomers-becoming-larger-part-of-rental-market/article_c4a68dce-65a4-

11eb-836d-67afdf7acd0d.html
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• Millennials – Millennials represent approximately 78 million people and have the highest
propensity to rent based on the high value they place on mobility, flexibility, and lifestyle
choices. They represent the bulk of the current American workforce filling the demand for
jobs in traditionally lower paying service sector industries such as retail, hospitality and
tourism and thus are priced out of both the Class A rental market and the single-family
housing market. Additionally, millennials are carrying the highest historical level of
student loan debt in U.S. history. The share of millennials that expect to rent forever has
nearly doubled in two years, to nearly one-fifth, according to an annual report from
Apartment List.16 The rental listing site’s 2021 Millennial Homeownership Report found
that, in 2020, 18.2 percent of millennials who don’t currently own homes expected to
always rent, up from 12.3 percent in 2019 and 10.7 percent in 2018. Despite stereotypes of
millennials not wanting to be tied down, of those who plan to never purchase a home,
74 percent said affordability was the main reason — more than double the share who said
they prefer the lifestyle benefits of renting such as increased flexibility and avoiding
maintenance expenses, Apartment List said.17

• Generation Z – This segment comprises 73 million people making up 25.9% of the U.S.
population. The number of Gen Z renters jumped by 36% in 2020 compared to the prior
year making this group of renters the second-largest share of renters and also the fastest-
growing segment of renters in the multifamily space.18

In Summary

We believe the following market factors demonstrate the strong demand for affordable rental
housing:

• Decline in Home Ownership – The home ownership rate has fallen from 67.9% a year ago
to 65.4% in the second quarter of 2021.19

• Rising Demand for Rental Properties – It is predicted that the majority (59%) of the
22 million new households that will form between 2010 and 2030 will rent, while just
41 percent will buy their homes.

• Disconnect Between Multifamily Housing Supply and Demand – In order to meet the
demand for multifamily housing, 4.6 million new multifamily units must be built between
now and 2030, according to the Vision 2030 study by the National Multifamily Housing
Council, (“NMHC”) and the National Apartment Association (“NAA”). At this pace, more
than 300,000 units would, on average, need to be built annually; however, only 225,000
units have been delivered annually, on average, between 2012 to 2016.

16 https://www.inman.com/2021/02/09/nearly-1-in-5-millennials-have-given-up-on-homeownership/
17 https://www.inman.com/2021/02/09/nearly-1-in-5-millennials-have-given-up-on-homeownership/
18 https://dsnews.com/daily-dose/02-23-2021/the-most-desirable-locations-for-gen-z-renters
19 https://www.wsj.com/articles/u-s-home-price-growth-rose-to-record-in-may-11627390862?mod=searchresults_pos3&page=1
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Estimated Use of Proceeds

We expect to raise up to $200,000,000 in any combination of all classes of units, the amount of
which may be changed at our board’s sole discretion. The offering proceeds will be used to (i) acquire
real estate related assets, including acquisition fees and expenses (ii) pay selling commissions, broker-
dealer reallowance fees, wholesaling fees, and dealer manager fees, if any, (iii) pay organizational and
offering costs, and (iv) cover general operating expenses. Until we invest the net proceeds of this
offering in real estate related assets, we may invest in other qualifying short-term, highly liquid or
other authorized investments, such as money market mutual funds, certificates of deposit, commercial
paper, interest-bearing government securities and other short-term investments. Such short-term
investments will not earn as high of a return as we expect to earn on our real estate investments.

The following table presents information regarding the estimated use of proceeds raised in this
offering with respect to Class A Units, assumes $200,000,000 of Class A Units is raised and does not
give effect to special sales that could reduce selling commissions:

Amount
% of

Proceeds

Gross offering proceeds: $200,000,000 100.00%

Less offering expenses:

Selling commissions (1) 14,000,000 7.00%

Broker-dealer reallowance fees (2) 2,000,000 1.00%

Wholesaling fees (3) 1,500,000 0.75%

Dealer manager fees (4) 1,500,000 0.75%

Net proceeds before other organization and offering expenses $181,000,000 90.50%

(1) Skyway will receive selling commissions equal to 7.0% of the gross offering proceeds from the
sale of Class A Units, less any reductions or waivers of selling commissions agreed upon by
Skyway and the selling group members, which Skyway will reallow in its entirety to selling group
members.

(2) Skyway will receive broker-dealer reallowance fees equal to 1.0% of the gross offering proceeds
from the sale of Class A Units, which Skyway will reallow in its entirety to selling group members.

(3) Skyway will receive wholesaling fees equal to 0.75% of gross offering proceeds from the sale of
Class A Units.

(4) Skyway will receive dealer manager fees equal to 0.75% of the gross offering proceeds from the
sale of Class A Units.

Other organization and offering expenses include such organization and offering expenses (other
than selling commissions, broker-dealer reallowance fees, wholesaling fees, dealer manager fees and
any other form of underwriting compensation, including any amounts paid to the dealer manager in
order to fund certain of the dealer manager’s costs and expenses relating to the distribution of the
offering) we will pay in connection with the offering. We will reimburse our advisor and its affiliates
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for organization and offering expenses it incurs on our behalf to the extent that the aggregate amount of
other organization and offering expenses do not exceed 1.5% of the total gross proceeds of this
offering as of the termination of this offering.

Acquisition fees are defined generally as fees and commissions paid by any party to any person in
connection with identifying, reviewing, evaluating, investing in and purchasing of properties.
Acquisition fees exclude acquisition expenses and any construction management fee paid to a person
who is not our affiliate in connection with renovation costs after our acquisition of a property. We will
pay to our advisor acquisition fees of 2.0% of the contract purchase price of each property or other
permitted investment, inclusive of any debt associated with, or used to fund the investment in, such
property or other permitted investment. Actual amounts depend upon the amount of proceeds available
for investment and the leverage we incur.

Acquisition expenses include, without limitation, legal fees and expenses, travel and
communications expenses, costs of appraisals, commissions to non-affiliated third parties, accounting
fees and expenses, title insurance premiums and expenses and other miscellaneous expenses relating to
the selection, evaluation and acquisition of real estate properties, including closing costs and
non-refundable option payments, whether or not the property is acquired. We expect for acquisition
expenses to equal approximately 1.5% of the purchase price of each property (including our pro rata
share of debt attributable to such property) or other real estate-related investments; however, expenses
on a particular acquisition or investment may be lower or higher. The actual amount of acquisition
expenses depend on the amount of assets acquired, the assets pursued and not acquired, and the
leverage we incur, and, therefore, cannot be determined at this time.
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Investment Policies

Overview

Our primary investment objectives are as follows: preserve and protect capital; provide attractive
and stable cash distributions; increase the value of assets in order to generate capital appreciation; and
stage the assets for a timely exit to return unitholder capital and maximize profits. We intend to pay
monthly cash distributions to our unitholders; provided, however, that cash distributions will be
authorized by our board of directors based on our investment results and we are not required to
maintain a specified level of cash distributions. For the key elements of our investment strategy, see
the section entitled “Investment Strategy” for detailed information.

Primary Investment Focus

We intend to focus our investment activities on acquiring primarily existing value-add,
conventional multifamily properties located primarily in high growth markets in the southern United
States. There is no limitation on the number, size or type of properties that we may acquire or on the
percentage of net proceeds of this offering that may be invested in a single property. The number and
mix of properties will depend on real estate market conditions and other circumstances existing at the
time of acquisition of properties and the amount of proceeds raised in this offering.

Targeted assets may include under-managed, established, stable, income-producing multifamily
properties that offer value-add enhancement opportunities through operational improvements,
renovations and repositioning. These assets are typically located in markets offering some combination
of robust population growth; above average job growth; growing rental household formations; and
stable or declining vacancy rates.

We anticipate that 70% or more of the assets will require property-level enhancements. We will
leverage our advisor’s construction expertise to deploy capital for the improvements in a tiered fashion.
Operating values will be enhanced by way of: interior and exterior unit renovations; amenity
enhancements and additions; security enhancements; implementation of improved property
management practices; and targeted marketing to specific renter segments. We believe such
enhancements will decrease vacancies, enhance the credit quality of the tenant base and increase
effective rental rates.

Evaluating Investments

When evaluating prospective investments, our advisor will consider relevant real estate and
financial factors, including the location of the property; macroeconomic and microeconomic
employment and demographic data and trends of the submarket where the investment is located;
regional, market and property specific supply and demand dynamics; transaction size and projected
property-level leverage; physical condition of the property and the need for capital expenditures;
property location and positioning within its sub-market; design characteristics of the property; types
and duration of the leases related to the property; adequacy of parking and access to public
transportation; income-producing capability of the property; opportunities for capital appreciation
based on property repositioning, operating expense reductions and other factors; potential to otherwise
add value to the property; risk characteristics of the investment compared to the potential returns and
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availability of alternative investments; REIT Subsidiaries’ REIT qualification requirements; liquidity
and tax considerations; and other factors considered important to meet our investment objectives. All
properties acquired by our advisor on our account will be approved by the board of directors.

We seek to acquire properties that we identify as value-add opportunities. These investments allow
us to enhance good properties to create better ones by initiating strategic value-enhancement
repositioning and capital improvement projects. The frequency and extent of these opportunities will
be determined by our advisor. In determining whether to purchase a particular property, we may obtain
an option on such property. The amount paid for an option, if any, is normally surrendered if the
property is not purchased within a certain time period and sometimes may not be credited against the
purchase price if the property is purchased.

Our obligation to close on the purchase of any investment generally will be conditioned upon the
review and verification of certain documents, including, where available and appropriate: plans and
specifications; surveys; environmental reports and environmental matters relating to federal, state and
local laws and regulations relating to environmental protection and human health and safety; physical
condition reports; service and vendor contracts, parking management agreements, ground lease and
property management agreements; a list of the current residents at the property and the terms of their
respective leases; historical occupancy rates; a schedule of historical, current year and projected future
resident improvements, leasing commissions and capital expenditures; leases; evidence of marketable
title, subject to such liens and encumbrances as are acceptable to our advisor; title, casualty and
liability insurance policies; and financial information relating to the property, including the recent
operating history.

We generally will not purchase any property unless and until we obtain what is referred to as a
“Phase I” environmental site assessment and are reasonably satisfied with the environmental status of
the property. A Phase I environmental site assessment basically consists of a visual survey of the
building and the property in an attempt to identify areas of potential environmental concerns. In
addition, a visual survey of neighboring properties is conducted to assess surface conditions or
activities that may have an adverse environmental impact on the property. Furthermore, local
governmental agency personnel are contacted who perform a regulatory agency file search in an
attempt to determine any known environmental concerns in the immediate vicinity of the property. A
Phase I environmental site assessment may also include interviewing people with knowledge about the
property’s history, reviewing municipal or county planning files to check prior land usage and permits
graded, and examining historic aerial photography of the vicinity. A Phase I environmental site
assessment does not generally include any sampling or testing of soil, ground water or building
materials from the property, and may not reveal all environmental hazards on a property.

Acquisition Structure

We expect to acquire and own substantially all of our investments through our REIT Subsidiaries.
We anticipate acquiring fee interests in properties (a “fee interest” is the absolute, legal possession and
ownership of land, property or rights), although other methods of acquiring a property, including
acquiring leasehold interests (a “leasehold interest” is a right to enjoy the exclusive possession and use
of an asset or property for a stated definite period as created by a written lease), may be utilized if we
deem it to be advantageous. For example, we may acquire properties through a joint venture or the
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acquisition of substantially all of the interests of an entity which in turn owns the real property. We
may also make preferred equity investments in an entity that owns real property.

Lease Terms

Consistent with the multifamily property focus, we anticipate that the leases we enter into for
multifamily units will be for a term of one year or less. These terms provide us with maximum
flexibility to implement rental increases when the market will bear such increases and may provide us
with a hedge against inflation.

International Investments

We will not invest in real estate outside of the United States or make other real estate investments
related to assets located outside of the United States.

Joint Ventures

We may enter into joint ventures, partnerships and other co-ownership arrangements for the
purpose of making investments. Some of the potential reasons to enter into a joint venture would be to
acquire assets we could not otherwise acquire, to reduce our capital commitment to a particular asset or
to benefit from certain expertise that a partner might have. In determining whether to invest in a
particular joint venture, we will evaluate the assets of the joint venture under the same criteria
described elsewhere in this memorandum for the selection of our investments. In the case of a joint
venture, we also will evaluate the terms of the joint venture as well as the financial condition, operating
capabilities and integrity of our partner or partners. It is possible that we could enter into a joint
venture arrangement that would result in a joint venturer receiving a promoted interest based on our
capital if we believed that such arrangement was in our overall best interests.

Our general policy is to invest in joint ventures only when we have the right to cause the joint
venture to sell the asset and when we will have a right of first refusal to purchase the co-venturer’s
interest in the joint venture if the co- venturer elects to sell such interest. If the co-venturer elects to sell
its interest in such joint venture, however, we may not have sufficient funds to exercise our right of
first refusal to buy the other co-venturer’s interest in the joint venture, which could result in our being
in a joint venture with a party that has objectives different from ours. See “Risk Factors — General
Risks Related to Investments in Real Estate — Joint venture investments may increase our risk
profile.”

Exit Strategy

We intend to begin the process of achieving a liquidity event within two to four years after we
complete this offering. A liquidity event could include a sale of our assets, a sale or merger of our
company or other similar transaction. We refer to the fourth anniversary of the termination of this
offering as the “liquidity event target date.” If we have not achieved a liquidity event on or before the
liquidity event target date, our board of directors may, in its sole discretion, extend the liquidity event
target date for up to two one-year periods without unitholder approval. If a liquidity event has not
occurred by the liquidity event target date (as may be extended), our board of directors shall either:
(i) request unitholder approval by the holders of a majority of the units cast at a meeting held to vote on
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an amendment to the limited liability company agreement to extend or eliminate the liquidity event
target date, or (ii) request unitholder approval by the holders of a majority of the units cast at a meeting
held to vote on the dissolution of the Fund. If the board of directors first seeks and does not obtain
unitholder approval to amend the limited liability company agreement to extend or eliminate the
liquidity event target date, the board of directors shall request unitholder approval to dissolve the Fund.
If the board of directors first seeks and does not obtain unitholder approval to dissolve the Fund, the
board of directors shall request unitholder approval to amend the limited liability company agreement
to extend or eliminate the liquidity event target date. If the unitholders do not approve an amendment
to the limited liability company agreement or vote to dissolve the Fund, the board of directors may
continue to operate the Fund.

Market conditions and other factors could cause us to delay our liquidity event beyond the liquidity
event target date. Even after we decide to pursue a liquidity event, we are under no obligation to
conclude our liquidity event within a set time frame because the timing of our liquidity event will
depend on real estate market conditions, financial market conditions, U.S. federal income tax
consequences to unitholders and other conditions that may exist in the future. We also cannot assure
you that we will be able to achieve a liquidity event.

Financing Strategies and Policies

Financing for acquisitions and investments may be obtained at the time an asset is acquired or an
investment is made, or at a later time. In addition, debt financing may be used, from time to time, for
property improvements and other working capital needs (including making distributions to our
unitholders). The form of our indebtedness will vary and could be long-term or short-term, secured or
unsecured, and fixed-rate or floating rate. We will not enter into interest rate swaps or caps, or similar
hedging transactions or derivative arrangements for speculative purposes, but we may do so in order to
manage or mitigate our interest rate risks on variable rate debt.

After we have invested all of the net offering proceeds from this offering, we expect our
borrowings (net of any amortization) will be approximately 65% to 75% of the value of our properties
(before deducting depreciation and amortization, including renovation expenditures) and other real
estate-related assets. For valuation purposes, the value of a property will equal its cost until such
property is valued by an independent third-party appraiser or qualified independent valuation expert. In
order to facilitate investments in the early stages of our operations, we expect to temporarily employ
greater leverage to quickly build a diversified portfolio of assets. Our REIT Subsidiaries may incur
higher levels of leverage. Accordingly, we, through these investments, may be exposed to higher levels
of leverage than we intend to, including a greater risk of loss with respect to such investments as a
result of higher leverage employed by such REIT Subsidiaries. By operating on a leveraged basis, we
expect that we will have more funds available for investments. We intend to limit our aggregate
borrowings to 75% of the aggregate fair market value of our assets (calculated after the close of this
offering and once we have invested substantially all the proceeds of this offering). This limitation,
however, will not apply to individual real estate assets or REIT Subsidiaries. Individual REIT
Subsidiaries’ assets may be financed at a higher or lower leverage than the portfolio target leverage
level. At the date of acquisition of each asset, we anticipate that the cost of investment for such asset
will be substantially similar to its fair market value. However, subsequent events, including changes in
the fair market value of our assets, could result in our exceeding these limits.
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We will not borrow from our sponsor, our advisor, our directors or any of their respective affiliates
unless our board of directors approves the transaction as being fair, competitive and commercially
reasonable and no less favorable to us than comparable loans between unaffiliated parties.

We may reevaluate and change our financing policies without a unitholder vote. Factors that we
would consider when reevaluating or changing our financing policy include: then-current economic
conditions, the relative cost and availability of debt and equity capital, our expected investment
opportunities, the ability of our investments to generate sufficient cash flow to cover debt service
requirements and other similar factors.

Insurance Policies

We expect to purchase comprehensive liability, rental loss and all-risk property casualty insurance
covering our real property investments provided by reputable companies, with commercially
reasonable deductibles, limits and policy specifications customarily carried for similar properties.
There are, however, certain types of losses that may be either uninsurable or not economically
insurable, such as losses due to floods, riots, terrorism or acts of war. If an uninsured loss occurs, we
could lose our invested capital in, and anticipated profits from, the property. See “Risk Factors —
General Risks Related to Investments in Real Estate — We could suffer losses that are not covered by
insurance or that are in excess of insurance coverage” for an additional discussion regarding
insurance.

Disposition Policies

We intend to hold each asset we acquire for an extended period of time, generally two to four
years. However, circumstances may arise that could result in the earlier sale of some assets. The
determination of whether an asset will be sold or otherwise disposed of will be made by our board of
directors upon the recommendation of our advisor after consideration of relevant factors, including
prevailing economic conditions, specific real estate market conditions, tax implications for our
unitholders, and other factors. The requirements for qualification as a REIT will also put some limits
on our REIT Subsidiaries’ ability to sell assets after short holding periods. See the “Material U.S.
Federal Income Tax Considerations” section of this memorandum for more information.

The determination of whether a particular property should be sold or otherwise disposed of will be
made after consideration of relevant factors, including prevailing economic conditions, with a view
toward achieving maximum total return for the investment. We cannot assure you that this objective
will be realized. In connection with our sales of properties, we may lend the purchaser all or a portion
of the purchase price. In these instances, our taxable income may exceed the cash received from the
sale. The terms of payment will be affected by custom in the area in which the real property being sold
is located and by the then-prevailing economic conditions. We may sell properties to affiliates. While
there is no minimum on the price we must receive in such transactions, a majority of our directors,
including a majority of our independent directors, not otherwise interested in such transactions must
approve such transactions as being fair and reasonable to us, and on terms and conditions not less
favorable to us than those available from unaffiliated third parties.
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Other Policies

Additional Unit Issuances

Subject to applicable law, our board of directors has the authority, without unitholder approval, to
issue additional authorized units and preferred units or otherwise raise capital in any manner and on
terms and for the consideration it deems appropriate, including in exchange for property and/or as
consideration for acquisitions. Existing unitholders will have no preemptive right to additional units
issued in any future offering or other issuance of our units, and any offering or issuance may cause
dilution of your investment. In addition, preferred units could have distribution, voting, liquidation and
other rights and preferences that are senior to those of our units. See the “Description of Our
Securities” section of this memorandum for more information. We may in the future issue units or
preferred units in connection with acquisitions, including issuing units or preferred units in exchange
for property, other assets or entities.

Investments in Money Market Funds and Liquid Marketable Securities

We may temporarily invest in one or more unaffiliated money market mutual funds or directly in
certificates of deposit, commercial paper, interest-bearing government securities and other short-term
instruments. These investments will be liquid and provide for appropriate safety of principal, such as
cash, cash items and government securities. Cash items include cash on hand, cash deposited in time
and demand accounts with financial institutions, receivables which arise in our ordinary course of
operation, commercial paper and certificates of deposit. Government securities are generally any
securities issued or guaranteed as to principal or interest by the U.S. federal government.

Change in Investment Objectives, Policies and Limitations

Our investment policies and objectives as set forth in this memorandum and the methods of
implementing our investment objectives and policies may be altered by our board of directors without
approval of our unitholders. Should any such investment policies or objectives change, we will
disclose such changes to investors through subsequent memorandum supplements.
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Management

General

We are a manager-managed limited liability company and are controlled and managed by an
independent board of directors. Our advisor will manage our day-to-day affairs and the acquisition and
disposition of our investments on our behalf, subject to our board of directors’ approval. Our advisor’s
responsibilities include, but are not limited to, real estate-related services such as identifying and
making investments in real estate properties on our behalf, subject to our board of directors’ approval,
providing asset management services, and day-to-day administrative services such as managing
communications with unitholders and providing financial and regulatory reporting services. Our
advisor does not have any employees and will utilize the employees and principals of our sponsor. Our
advisor has a contractual responsibility to us pursuant to the advisory agreement by and between us
and our advisor.

Directors

The following is biographical information for each of our directors:

John E. Carter, age 61, founded and serves as the Chairman of the board of directors of the Fund and
of the Prior Funds. He also serves as Executive Chairman and as a member of the investment
committee of our advisor, Carter Multifamily Growth & Income Advisors III, LLC and as Executive
Chairman of our sponsor, Carter Multifamily Fund Management Company, LLC. In March 2019,
Mr. Carter founded and serves as Executive Chairman and member of the Investment Committee of
Carter Exchange Fund Management Company, LLC. From 2009 through 2020, Mr. Carter served in
various executive, management, advisory and board capacities for the Carter Validus Mission Critical
REIT entities and their affiliates. Mr. Carter has more than 35 years of real estate experience in all
aspects of leasing, asset management, acquisitions, finance, investment and corporate advisory
services. Mr. Carter was previously the Vice Chairman and a principal of Carter & Associates, LLC
from January 2000 to June 2016. He also is a founding board member of GulfShore Bank, a
community bank located in Tampa, Florida, serving on the board from August 2007 until the bank was
sold in April 2017. Mr. Carter is a licensed real estate broker, a retired member of the IPA Board and
Executive Committee, a member of IPA’s PAC Board, and is a member of NAREIT’s Public
Non-Listed REIT Council Executive Committee. Mr. Carter obtained a bachelor’s degree in
Economics from St. Lawrence University and a master’s degree in Business Administration from
Harvard University.

Joseph Caballero, age 53, serves as an independent director of the Fund and Prior Funds. He was
previously the Tampa Bay Market President and Executive Vice President for Seacoast National Bank.
Prior to this role, he was the Chief Executive Officer, President, and Director of GulfShore Bank and
GulfShore Bancshares, Inc. During his eight-year tenure in these positions, he led the recapitalization
and turn-around of the bank and its ultimate sale to Seacoast National Bank with an enterprise value in
excess of $70 million. He holds a Bachelor of Science in Finance from Florida State University, a
Master of Accountancy from the University of South Florida, and is a Certified Public Accountant
licensed in the State of Florida. He previously held his Series 7, Series 66 and Series 31 securities
licenses. Mr. Caballero was born in Tampa and attended Jesuit High School. He remains active in the
support of Jesuit High School and the Jesuit Foundation, and continues to serve in various capacities.
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He is a director of the H. Lee Moffitt Cancer Center Hospital, the H. Lee Moffitt Cancer Center
Foundation, a member of the Executive Committee, Chair of the Joint Finance and Planning
Committee for the Center, a member of the Executive Benefits and Compensation Committee, a
member and past chair of the Joint Investment Committee, and past chair of the Audit Committee. He
is also a member of the Roche Surety and Roche Surety and Casualty Boards, the Eastern U.S. Board
of the Salesian Sisters. He is a member of the National Association of Corporate Directors, the Florida
Institute of Certified Public Accountants, or FICPA, and the American Institute of Certified Public
Accountants, or AICPA.

Randall Greene, age 72, serves as an independent director of the Fund and Prior Funds. Mr. Greene
also serves as a director of Sila Realty Trust since April 2014 and previously served as a director of
Carter Validus Mission Critical REIT, Inc. He has 40 years of experience in real estate management,
mortgage banking, construction and property development. Mr. Greene currently serves as the
Managing Partner and a director for Greene Capital Partners, LLC, an investment and advisory firm,
and has been in this position since 1999, as well as President and a Director of ITR Capital
Management, LLC, an investment management firm, since September 2009. Mr. Greene served as the
Chief Operating Officer of the Florida Department of Environmental Protection from September 2011
through March 2015. Mr. Greene obtained a bachelor’s degree, with distinction, from Eckerd College
and a Master of Business Administration degree from The Wharton School, University of
Pennsylvania.

Compensation of Our Directors

We pay each of our independent directors an annual retainer of $15,000, pro-rated for a partial
term, and each independent director will receive $25,000 in Class I Units annually. Each independent
director will receive $1,000 for each board meeting the director attends in person and $500 for each
telephonic board meeting. All directors will receive reimbursement of reasonable out-of-pocket travel
expenses incurred in connection with attendance at meetings of the board of directors. If a director is
not independent, we will not pay separate compensation for services rendered as a director.

Principals

The following is biographical information for our executives and the principals of our advisor,
sponsor and their affiliates:

Cynthia M. Pfeifer, age 62, serves as Chief Executive Officer for the Fund and for the Prior Funds.
She also serves as Chief Executive Officer and is a member of the investment committee of our
advisor, Carter Multifamily Growth & Income Advisors III, LLC, and as Chief Executive Officer of
our sponsor, Carter Multifamily Fund Management Company, LLC. Ms. Pfeifer brings more than 30
years of experience in the commercial and multifamily sectors to the Carter Multifamily Growth &
Income Fund III, LLC. She most recently served as the USA Advisor and joint venture partner for
Pancho Real Estate Holdings, a privately held global real estate holding and finance company based in
Israel, from October 2011 to August 2017. She has held the positions of President, Chief Investment
Officer, Chief Operating Officer and Chief Financial Officer of a variety of real estate organizations,
including Place Properties, Lane Co., and Carter & Associates, LLC. Ms. Pfeifer served as President
and Chief Operating Officer at Lane Co. from October 2009 to October 2011 where she stabilized and
repositioned the company during a recession while debt and equity renegotiations were occurring on a
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$1+ billion portfolio. Ms. Pfeifer was an owner, Executive Vice President and Chief Financial Officer
at Carter & Associates, LLC, a full service commercial real estate development, brokerage and
management company. Ms. Pfeifer obtained a bachelor’s degree in Business Administration in
Accounting from The College of William and Mary.

Raymond L. Hutchinson, age 52, serves as Chief Investment Officer for the Fund and for the Prior
Funds. He also serves as Chief Investment Officer and is a member of the investment committee of our
advisor, Carter Multifamily Growth & Income Advisors III, LLC. Mr. Hutchinson is a multifamily
expert with over 25 years of executive leadership, development, investment and operational experience
in institutionally owned real estate and brings a vast array of acquisition, construction, and disposition
experience to our advisor. He has been involved in well over $5.0 billion of investment activity
including acquisitions, dispositions and development of garden, mid-rise and high-rise apartment
homes. He is a founder and principal of Allegiant Multifamily Capital Advisors, a Birmingham,
Alabama-based multifamily advisory firm, that has provided multifamily operations and development
consulting services to prominent owners and operators, including platforms such as Lincoln Military
Housing, Lennar Multifamily and Grosvenor Fund Management and, to date, has provided advisory
services on a portfolio of over 50,000 multifamily units. He also was a Partner and Chief Operating
Officer of Chicago, Illinois-based Providence Management Company, LLC. Mr. Hutchinson held key
executive level positions from 2004 to 2010 with Birmingham, Alabama-based Colonial Properties
Trust REIT, a sunbelt REIT with over 45,000 units and $3.5 billion in value. He has also held senior
leadership roles in local and state industry-specific associations and also served as a member of the
National Multi-Housing Council’s Executive Committee, as well as serving as the former President of
Big Brothers, Big Sisters of Birmingham. Mr. Hutchinson received a bachelor’s degree in Business
Administration in Human Resources from the University of Central Florida.

Lisa A. Drummond, age 57, serves as Chief Operating Officer and Secretary for the Fund and for the
Prior Funds. She also serves as Chief Operating Officer and Secretary and is a member of the investment
committee of our advisor, Carter Multifamily Growth & Income Advisors III, LLC, and as Chief
Operating Officer and Secretary of our sponsor, Carter Multifamily Fund Management Company, LLC.
She served as the Chief Operating Officer and Secretary of Carter Validus Mission Critical REIT II, Inc.
and of Carter Validus Advisors II, LLC from January 2013 to September 2018. She also served as
Secretary of Carter Validus Mission Critical REIT, Inc. and Chief Operating Officer and Secretary of
Carter/Validus Advisors, LLC from December 2009 to September 2018. She also served as Chief
Operating Office and Secretary of Carter Validus REIT Investment Management Company, LLC, Carter
Validus REIT Management Company II, LLC and CV REIT Management Company, LLC through
September 2018. Ms. Drummond has more than 30 years of real estate experience involving real estate
accounting, asset management, property management and financial analysis. Ms. Drummond joined
Carter & Associates, LLC in January 2000 as a Vice President in its Transaction Services Group, as part
of the merger of Newport Partners LLC and Carter & Associates. Ms. Drummond obtained a bachelor’s
degree in Accountancy from the University of Missouri in Columbia.

Thomas W. Guard, age 57, serves as Chief Financial Officer for the Fund and for the Prior Funds. He
also serves as the Chief Financial Officer and is a member of the investment committee of our advisor,
Carter Multifamily Growth & Income Advisors III, LLC, and as Chief Financial Officer of our
sponsor, Carter Multifamily Fund Management Company, LLC. Mr. Guard has over 30 years of
experience in accounting and financial reporting, corporate finance, capital markets, and capital
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planning. Prior to joining our advisor, Mr. Guard was Senior Vice President Finance of Uniti Fiber
LLC from September 2016 through November 2017 where he led the accounting, finance and contracts
administration teams. From September 2007 through August 2016, Mr. Guard was Chief Financial
Officer with Tower Cloud, Inc. prior to its merger with Uniti Fiber. Prior to Joining Tower Cloud, from
April 2002 through April 2007, Mr. Guard was Senior Vice President and Treasurer with Global
Signal, Inc., a publicly traded REIT, owner and operator of approximately 11,000 wireless
communication towers with a $3.9 billion market value. Mr. Guard started his career with Price
Waterhouse in St. Louis spending four years there, then spent five years in banking and consulting
positions. Mr. Guard is a Certified Public Accountant licensed in the state of Missouri and obtained a
Master of Business Administration from the University of Florida and a Bachelor of Science in
Business Administration in Accounting from the University of Missouri in St. Louis.

Lisa A. Robinson, age 59, serves as President, and is a member of the investment committee, of our
advisor, Carter Multifamily Growth & Income Advisors III, LLC. She also serves as Vice President of
our sponsor. Ms. Robinson is a seasoned commercial/multifamily professional with over 30 years of
experience working for a range of recognized national and regional real estate firms. She has a diverse
and extensive background in all aspects of commercial and multifamily corporate operations,
marketing, branding, budgeting, recruiting, training, and teambuilding. Prior to joining our advisor,
Ms. Robinson served as Chief Operations Officer of ARA, a Newmark Company (f/k/a Apartment
Realty Advisors which was acquired by BGC Partners, an affiliate of Cantor Fitzgerald, in 2014) from
September 2005 to January 2017 where she was instrumental in growing the platform from 8 to 27
offices in 10 years and was part of the executive team that launched a JV debt platform along with four
national multifamily specialty practice groups focused on Student, Seniors, Affordable and
Manufactured housing. Ms. Robinson received a bachelor’s degree in Real Estate and Urban
Development from Georgia State University.

James S. Sauls, age 53, serves as Executive Vice President, and is a member of the investment
committee, of our advisor, Carter Multifamily Growth & Income Advisors III, LLC, and is a member
of the investment committee of our advisor. Mr. Sauls is a 29-year veteran of the real estate industry,
having built and managed several successful real estate firms all within the multifamily space. He is
the founder and has served as Chief Executive Officer of Benchmark Asset Management, LLC, or
Benchmark, since November 1998. Benchmark is a multi-platform company, specializing in
conventional, student and scattered site housing since 1998. Benchmark and its affiliates have
participated in the acquisition, disposition and management of over 12,000 units representing over
$750 million in value stretching from the Carolinas to Texas. Mr. Sauls participated in the startup of a
community bank, Probank, where he was a 5-year board member from 2007 to 2011, and has been a
licensed real estate broker in Florida since 1998. Mr. Sauls received a bachelor’s degree in Accounting
from Florida State University.

Dallas Whitaker, age 60, serves as Chief Executive Officer of Carter Exchange. He is a co-founder
and shareholder of Carter Multifamily. Mr. Whitaker has a 35-year career in commercial real estate,
predominantly working with, and advising, public and private institutional real estate owners,
developers and investors. During his career, Mr. Whitaker has participated in approximately
$5.8 billion worth of acquisitions, development, leasing transactions, asset management and capital
raising activities. His expertise encompasses multiple real estate sectors including office, industrial,
retail, healthcare, multifamily and data centers. Previously, from April 2018 through November 2018,
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Mr. Whitaker served as Chief Investment Officer and as a member of the investment committee for CV
Data Center Growth & Income Fund, LLC. He also served as Chief Portfolio Manager of Carter
Validus Advisors II, LLC from May 2017 to November 2018 where he oversaw acquisitions and
leasing activities for collective real estate portfolios totaling more than $4 billion in aggregate
investment price. In this role, Mr. Whitaker worked closely with Product Development on new product
strategies and capital raising activities for Carter Validus Mission Critical REIT II, Inc. Prior to this
role, Mr. Whitaker served as Senior Vice President for Carter Validus Advisors II, LLC from February
2015 to May 2017 leading the Product Development Group. In 2007, Mr. Whitaker founded Greystone
Equity LLC., a commercial real estate investment and advisory firm with collective assets under
management totaling over $200 million where he served as President and CEO from July 2007 to
February 2015. Previously, from January 2000 to June 2007, he served as a Senior Vice President with
Colonial Properties Trust, a publicly traded real estate investment trust, where he was integral in
assembling and operating a 20 million square foot portfolio of office properties located throughout the
southeast and Texas. Additionally, Mr. Whitaker has been very active in several local and national real
estate industry associations and organizations, having served on the boards and as chapter president of
NAIOP, CCIM and the Real Estate Investment Council of Tampa Bay. He is a licensed real estate
broker in Florida and Alabama, holds the Certified Commercial Investment Member designation and
obtained a bachelor’s degree in Political Science from Furman University in 1984.

Gael Ragone, age 32, serves as President of Carter Exchange. She is a shareholder of Carter
Multifamily. Throughout her career, she has been involved in over $4 billion in alternative investment
offerings and real estate transactions. Prior to founding Carter Exchange, Ms. Ragone was the Vice
President of Product Management at Carter Validus Advisors II, LLC from May 2017 to June 2018.
During this time, she was responsible for supporting the company’s $3.5 billion+ equity raise,
coordination of third-party due diligence reports, and development of future products. From January
2016 to May 2017, Ms. Ragone served as the Carter Validus Mission Critical REIT II National Product
Manager for SC Distributors, LLC where she represented Carter Validus on a national level. In this
role, she served as the fund’s expert consultant to the national sales force. She traveled the country,
cultivating numerous relationships within the industry, while speaking at broker-dealer conferences,
industry events, client seminars, and advisor meetings. In this role, Ms. Ragone raised over
$400 million for Carter Validus Mission Critical REIT II in 2016 and 2017. From February 2012 to
January 2016, she served four years at Carter Validus REIT Management Company II, LLC and CV
REIT Management Company, LLC working with the Acquisitions and Credit Underwriting teams for
the Carter Validus portfolios. Ms. Ragone was part of the team that executed over $2 billion of
Healthcare and Data Center transactions for the Carter Validus Mission Critical REIT Carter Validus
Mission Critical REIT II portfolios. Prior to working with Carter Validus, she worked with Penn-
Florida Companies, LLC, a full service commercial real estate development brokerage, and
management company. Ms. Ragone received a bachelor’s degree in Economics and a bachelor’s
degree in Mathematics from the College of the Holy Cross in Worcester, Massachusetts in 2011, and a
master’s in Business Administration in Finance from the Huizenga College of Business at Nova
Southeastern University in Davie, Florida in 2013.

Executive Unit Purchase Plan

John Carter, the Chairman of our board of directors, Executive Chairman and a member of the
investment committee of our advisor, has entered into an executive unit purchase plan (the “Executive
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Unit Purchase Plan”). Pursuant to the Executive Unit Purchase Plan, Mr. Carter has agreed to acquire
$1,000,000 of our Class I Units. The Executive Unit Purchase Plan will terminate at the termination of
the offering or earlier, unless extended beyond the termination date of the offering.

The Advisory Agreement

Our advisor is responsible for managing, operating, directing and supervising our operations and
the administration of our company and our assets. Pursuant to our advisory agreement, our advisor will
use commercially reasonable efforts to present to us potential investment opportunities, subject to the
limitations of our investment policies as set forth in this memorandum, and to provide us with a
continuing suitable investment program consistent with our investment objectives and policies. Many
of the services performed by our advisor in managing our day-to-day activities are summarized below.
This summary is provided to illustrate the material functions that our advisor will perform for us, and it
is not intended to include all of the services that may be provided to us. Our advisor will provide the
following services pursuant to the advisory agreement, which the advisor may fulfill either directly or
indirectly by engaging another affiliate or third party: organization and offering services; acquisition
and disposition services; asset management and financing services; and unitholder services. Our
advisor may provide other services we reasonably request. In the event of the termination of our
advisory agreement, our advisor is required to cooperate with us to provide an orderly management
transition.

We will pay our advisor fees and reimburse it for certain expenses incurred on our behalf. To the
extent fees are paid to our advisor by a REIT Subsidiary, such fees will be offset against fees otherwise
payable by us to our advisor, such that our unitholders will only be subject to one layer of fees to our
advisor. Notwithstanding this arrangement, we and our unitholders will indirectly bear the expenses
associated with forming a REIT Subsidiary, non-advisory fees paid by a REIT Subsidiary (if any) and
operating expenses, including maintaining a REIT Subsidiary’s REIT qualification. To the extent that
we form other REIT subsidiaries, it is expected that our advisor will provide investment advisory
services that have substantially similar terms to each REIT Subsidiary. For a detailed description of the
fees and expense reimbursements payable to our advisor, see the “Management Compensation” section
of this memorandum.

Affiliates of our advisor may have sponsored, co-sponsored or provided services for, and may
sponsor, co-sponsor or provide services for, one or more other real estate investment programs in the
future. Our advisor and its affiliates will have to allocate their time between us and other real estate
programs and activities in which they may be involved. Our advisor and its affiliates will seek to
allocate investment opportunities to us in a manner that is fair and equitable. However, we can offer no
assurance that such opportunities will be allocated to us fairly or equitably in the short-term or over
time. For a description of some of the risks related to these conflicts of interest, see “Risk Factors —
Risks Related to Conflicts of Interest” — in this memorandum.

Investment Committee of the Advisor

Our advisor utilizes the investment committee to oversee the implementation of our investment
strategy. The primary responsibility for the identification of and negotiation for our investments resides
with the investment committee of our advisor, which is currently comprised of John Carter, Cynthia
Pfeifer, Raymond Hutchinson, Lisa Drummond, Thomas Guard, Lisa Robinson and James Sauls. More
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specifically, the investment committee is responsible for: (i) monitoring liquidity for compliance with
our investment guidelines, (ii) reviewing our investment guidelines that will be implemented by our
advisor, and (iii) developing, monitoring and implementing financing strategies and material capital
expenditures. The investment committee monitors our investment strategy and portfolio performance
and provides guidance to our advisor in order to assist our advisor with meeting our investment
objectives. The investment committee reviews and approves each potential real estate investment
before our advisor presents such opportunities to our board of directors for approval.

Property Management and Leasing Agreements

Our properties will be managed by our affiliated property manager, Allegiant-Carter Management,
LLC. Our property manager or one of its affiliates will enter into a separate property management and
leasing agreement with each wholly owned subsidiary that owns one or more properties. It is expected
that substantially the same form of property management and leasing agreement will be used in each
instance. The following summary is provided to illustrate the material functions that our property
manager or its affiliates, as applicable, will perform for our subsidiaries, and it is not intended to
include all of the services that such entities may provide. Under the terms of the form of property
management and leasing agreement, our property manager will undertake to perform its duties in a
diligent, careful and professional manner to maximize all potential revenues to us and to minimize
expenses and losses to us. The services of our property manager are to be of a scope and quality not
less than those generally performed by first class, professional managers of properties similar in type
and quality to our properties that will be managed by our property manager and located in the same
market as such properties. Our property manager will at all times act in good faith and in a
commercially reasonable manner with respect to the proper protection of and accounting for our assets.
In its performance of the property management responsibilities pursuant to the terms of the property
management and leasing agreements, our property manager, either directly, or indirectly through an
affiliate, will, among other duties: enter into leases with tenants, collect all rent and other payments
due; pay all sums to comply with the obligations under any mortgages, deed of trust, leases, easements,
restrictions, service contracts and other agreements affecting a property; maintain and repair our
properties as required; and take such action as may be necessary to comply with local laws and
ordinances affecting such property.

In accordance with the property management and leasing agreements, our affiliated property
management company manages, operates, leases and supervises the overall maintenance of all of our
properties, and we pay them a fee equal to 3.5% of collected gross revenues from the properties. The
property management and leasing agreements generally will have an initial term of one year, and will
generally automatically renew for an unlimited number of successive one year periods, subject to
earlier termination as described in the form property management and leasing agreement. The property
management fees we expect to pay to our property manager are described in the “Management
Compensation” section of this memorandum.

Construction Manager

Our affiliated construction manager, CMF Real Estate Management Services, LLC, will manage
improvements to investment properties of the Fund. The construction manager will act as general
contractor and/or construction manager to supervise or coordinate projects or to provide major repairs
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or rehabilitation. We may pay our construction manager or an affiliate an amount equal to 5.0% of the
cost of the projects, repairs and/or rehabilitation, as applicable.

Dealer Manager

Our dealer manager is a member firm of FINRA. Skyway was formed in March 2003 as a Florida
limited liability company. Pursuant to the dealer manager agreement with Skyway, our dealer manager
provides certain wholesaling, sales, promotional and marketing assistance services to us in connection
with the distribution of the units offered pursuant to this memorandum. The compensation we will pay
to our dealer manager in connection with this offering is described in the “Management
Compensation” section and “Plan of Distribution” section of this memorandum.

Transfer Agent

Our transfer agent is Phoenix American Financial Services, Inc. which will conduct transfer
agency, registrar and supervisory services for us.

Limited Liability and Indemnification of Directors, Sponsor, Advisor, Property Manager, Dealer
Manager, and their Affiliates

Subject to certain limitations, our limited liability company agreement, advisory agreement, dealer
manager agreement, and property management and leasing agreements, as applicable, limit the liability
of our directors, sponsor, advisor, property manager, dealer manager, and their affiliates for monetary
damages and provide that we will indemnify and pay or reimburse reasonable expenses in advance of
final disposition of a proceeding to our directors, sponsor, advisor, property manager, dealer manager,
and their affiliates.

The SEC takes the position that indemnification against liabilities arising under the Securities Act
is against public policy and unenforceable. Indemnification of our directors, sponsor, advisor, property
manager, dealer manager, and their affiliates will not be allowed for liabilities arising from or out of a
violation of state or federal securities laws, unless one or more of the following conditions are met:
there has been a successful adjudication on the merits of each count involving alleged securities law
violations; such claims have been dismissed with prejudice on the merits by a court of competent
jurisdiction; or a court of competent jurisdiction approves a settlement of the claims against the
indemnitee and finds that indemnification of the settlement and the related costs should be made and
the court considering the request for indemnification has been advised of the position of the SEC and
of the published position of any state securities regulatory authority in which the securities were
offered as to indemnification for violations of securities laws.
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Management Compensation

Our board of directors has delegated certain of its management functions to our advisor and our
advisor manages our day-to-day affairs. The following table summarizes all of the compensation and
fees we pay to our dealer manager, advisor and their affiliates, including amounts to reimburse their
costs in providing services. Our advisor may, in its sole discretion, elect to have certain fees paid, in
whole or in part, in cash or units. The selling commissions may vary for different categories of
purchasers. Unless otherwise indicated, this table assumes that, (i) we sell the maximum of
$200,000,000 of Class A Units, (ii) there are no special sales which could reduce selling commissions
and all units are sold through distribution channels associated with the highest possible selling
commissions and dealer manager fee, and (iii) all of said proceeds are used for acquiring assets
including renovating properties, and paying acquisition expenses, debt acquisition costs and our fees.
Many of the figures represent management’s best estimate because they cannot be precisely calculated
at this time.

Type of Compensation Determination of Amount and Recipient
Estimated Amount of

Maximum Sold

Organizational and Offering Stage

Selling Commissions We will pay Skyway up-front selling
commissions in the amount of up to 7.0% of
the gross offering proceeds from the sale of
Class A Units, less any reductions or waivers
of selling commissions agreed upon by
Skyway and the selling group members.

$14.0 million

Broker-dealer Reallowance
Fees

We will pay Skyway broker-dealer
reallowance fees in the amount of up to 1.0%
of the gross offering proceeds from the sale of
Class A Units.

$2.0 million

Wholesaler Fees We will pay Skyway wholesaling fees in
varying amounts not to exceed 0.75% of the
total gross offering proceeds from the sale of
Class A Units through the efforts of such
wholesalers.

$1.5 million

Dealer Manager Fee We will pay Skyway a dealer manager fee
equal to 0.75% of the gross offering proceeds
from the sale of Class A Units.

$1.5 million

Offering Expenses We reimburse our advisor and its affiliates
not to exceed 1.5% of the total gross proceeds
of this offering as of the termination of this
offering.

$3.0 million
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Type of Compensation Determination of Amount and Recipient
Estimated Amount of

Maximum Sold

Operational Stage

Acquisition Fees We will pay to our advisor or its assignees
2.0% of the contract purchase price of each
property or other permitted investment,
inclusive of any debt.

Actual amounts
depend upon the
amount of
investment and the
leverage we incur.

Acquisition Expenses We will reimburse our advisor for acquisition
expenses, excluding the acquisition fee
payable to our advisor, incurred by us, our
advisor or any affiliate, in connection with the
selection, acquisition or development of any
property.

Actual amounts
depend on the
amount of assets
acquired.

Asset Management Fees We will pay our advisor a quarterly asset
management fee in connection with the
management of our assets in an amount equal
to 1⁄4 of 0.75% of our average invested assets,
which is payable quarterly in arrears.

Actual amounts
depend on the
amount of assets
acquired.

Other Operating Expenses We may reimburse our advisor’s costs of
providing administrative services.

Not determinable at
this time.

Property Management Fees We will pay our property manager aggregate
fees equal to 3.5% of collected gross revenues
from the properties managed; however, we
may pay our property manager higher or
lower fees in the sole discretion of our board
of directors. We will also reimburse the
property manager for property-level
expenses.

Not determinable at
this time.

Construction Management
Fees

For acting as general contractor and/or
construction manager to supervise or
coordinate projects or to provide major
repairs or rehabilitation on our properties, we
may pay our construction manager or an
affiliate an amount equal to 5.0% of the cost
of the projects, repairs and/or rehabilitation,
as applicable.

Actual amounts
depend upon the
properties acquired
and our renovation
plans.

Development Fee Although we do not expect our advisor to
provide any development-related services at
this time, in the event our advisor or affiliates
provide development-related services, we
may pay the respective party a development
fee in an amount that is usual and customary
for comparable services.

Not determinable at
this time.
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Type of Compensation Determination of Amount and Recipient
Estimated Amount of

Maximum Sold

Financing Coordination Fee We may pay our advisor or its assignees a
financing coordination fee equal to 0.5% of
the amount available or outstanding under
that financing or assumed debt.

Actual amounts
depend upon our
leverage levels,
refinancings.

Liquidity Stage

Disposition Fee We will pay to our advisor a disposition fee
equal to 1.0% of the total consideration we
receive for the sale of a property or other
permitted investment.

Not determinable at
this time.

Carried Interest Our advisor will receive a carried interest
pursuant to our limited liability company
agreement equal to 20% of the excess amount
remaining after unitholders have received a
return of their aggregate capital contributions
in accordance with each unitholder’s Capital
Contribution Account (as defined in our
limited liability company agreement) balance
and an 8.0% non-compounding cumulative
common return based on each unitholder’s
Capital Contribution Account balance.

Not determinable at
this time.
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Risk Factors

An investment in our units involves various risks and uncertainties. You should carefully consider
the following risk factors in conjunction with the other information contained in this memorandum
before purchasing our units. The risks discussed in this memorandum can adversely affect our
business, operating results, prospects and financial condition. These risks could cause the value of our
units to decline and could cause you to lose all or part of your investment. The risks and uncertainties
described below represent those risks and uncertainties that we believe are material to our business,
operating results, prospects and financial condition as of the date of this memorandum, but they do not
include all possible risks and uncertainties we may face.

Risks Related to COVID-19

The current outbreak of COVID-19, or the future outbreak or pandemic of any other highly
infectious or contagious diseases, could have a material and adverse effect on or cause disruption to
the Company’s business or financial condition.

The COVID-19 pandemic has caused, and is likely to continue to cause, severe economic, market
and other disruptions worldwide. We cannot assure you that conditions in the bank lending, capital and
other financial markets will not further deteriorate because of the pandemic. In addition, the
deterioration of global economic conditions because of the pandemic may ultimately decrease
occupancy levels and pricing across our target real estate. In addition, governmental authorities may
extend or enact additional laws that will prevent us from taking action against tenants who do not pay
rent. The extent of the COVID-19 pandemic’s effect on our operational and financial performance will
depend on future developments, including the duration, spread and intensity of the outbreak,
acceptance and effectiveness of recently announced vaccines, all of which are uncertain and difficult to
predict. Due to the speed with which the situation is developing, we are not able at this time to estimate
the effect of these factors on our business, but the adverse impact on our business, results of
operations, financial condition and cash flows could be material.

Our operating results depend, in large part, on revenues derived from leasing multifamily
apartment homes in our communities to residential tenants, the ability of our residents to earn sufficient
income to pay their rents in a timely manner, the extent to which we waive late and other customary
fees associated with the apartment rental process, and our ability to limit bad debt and maintain
operating results by evicting and re-leasing apartment homes when residents remain delinquent in their
payment of rent. Additionally, a prolonged imposition of mandated closures or other social-distancing
guidelines may adversely impact our tenants and could force tenants to default on their leases, or result
in the tenant’s bankruptcy or insolvency, which would diminish our ability to receive rental revenue
under their leases. The rapid development and fluidity of the pandemic precludes any prediction as to
the ultimate adverse impact on us. The COVID-19 pandemic has caused, and is likely to continue to
cause, a global economic slowdown and we cannot assure that conditions will not continue to
deteriorate despite some locations attempting to reopen and recover from the pandemic. COVID-19 (or
a future pandemic) could have a material and adverse effect on or cause disruption to our business or
financial condition, results from operations and cash flows:

• A complete or partial closure of, or other operational issues at the Company’s properties as
a result of government or tenant action;
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• In the event of resident nonpayment, default or bankruptcy, the uncollectibility of rent
could increase and we may not be able to re-lease at current or projected rents;

• Our occupancy levels and pricing across our portfolio may decline due to changes in
demand or logistical challenges in showing or leasing apartment homes to prospective
residents, including restrictions inhibiting our employees’ ability to meet with existing or
potential residents;

• Our properties may also incur significant costs or losses related to shelter-in-place orders,
quarantines, infection, clean-up costs or other related factors;

• The declines in or instability of the economy or financial markets may result in a recession
or negatively impact consumer discretionary spending, which could adversely affect
retailers and consumers;

• A general decline in business activity and demand for real estate transactions would
adversely affect the Company’s ability to successfully execute investment strategies or
expand its portfolio; and

• The potential negative impact on the health of the Company’s associates, officers or Board
of Directors, particularly if a significant number are impacted, or the impact of government
actions or restrictions, including stay-at-home orders.

The COVID-19 Relief Package set aside $25 billion in rental assistance and extended the national
eviction moratorium imposed by the CDC for one month, to January 31, 2021 and further extended
through March 31, 2021 under an executive order signed by the President on January 20, 2021. The
inability to promptly evict defaulting tenants due to the rapidly changing regulatory and administrative
climate, including the suspension of foreclosures and evictions as mandated by governmental bodies,
will continue. The rapid development and fluidity of this situation precludes any prediction as to the
ultimate adverse impact of COVID-19. Nevertheless, COVID-19 presents material uncertainty and
may also exacerbate the other risks described herein, which may negatively impact our business,
liquidity, financial condition and results of operations.

The Centers for Disease Control and Prevention has issued eviction moratoriums multiple times
due to the changing public health landscape and in August 2021, the U.S. Supreme Court ruled any
new extension would have to come through an act of congress. The orders had prohibited landlords
from evicting tenants who have lost a significant source of income, are taking actions to get
government housing assistance, have no suitable place to move, and are making efforts with the
landlord to pay some of the rent. While all federal eviction moratoriums have ended, it is unclear what
the impact further governmental moratorium on tenant evictions will have on the sector and how rent
collections will be impacted.

Risks Related to an Investment in Carter Multifamily Growth & Income Fund III, LLC

Because this is a blind pool offering an investment is more speculative.

We have not identified the properties we may acquire with the net proceeds from this offering. Our
ability to identify properties meeting our investment criteria and to achieve our investment objectives
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depends upon the performance of our advisor in finding suitable investments to present to our board of
directors and determining any financing arrangements. You will have no opportunity to evaluate the
terms of transactions or other economic or financial data concerning our investments before we invest
in them.

There is limited track record as to Fund’s or advisor’s past performance.

Although the members of the advisor’s investment committee and other principals of the advisor
and sponsor have extensive experience investing in and structuring real estate properties and real estate
related businesses and entities, the Fund and the advisor are newly formed entities and, consequently,
have no operating history upon which potential investors may evaluate their performance. While the
sponsor’s Prior Funds, raised and deployed investor capital in similar projects, there is limited track
record yet with respect to the Prior Funds investment performance. Furthermore, sponsor’s past
performance with Prior Funds is not necessarily indicative of actual future results of the Fund.

We may suffer from delays in locating suitable investments.

We could suffer from delays in locating suitable investments, particularly as a result of our reliance
on our advisor at times when management of our advisor may be simultaneously seeking to locate
suitable investments for other programs. Our ability to make distributions and the value of an
investment in our units likely would be adversely affected by any delays we encounter in the selection,
acquisition and expansion of income-producing properties.

We may change our targeted investments and investment objectives without unitholder consent.

We expect to use substantially all the net proceeds of this offering primarily to acquire middle-
market Class A-, Class B and Class C multifamily properties with a value-add component. However,
we may change our investment objectives and the methods of implementing our investment policies.
This could include changing our target portfolio investments. For example, we may change our
objectives, policies, or targeted investments based on real estate market conditions and investment
opportunities. All of this could be changed without unitholder approval. This could result in our
making investments that are different from, and possibly riskier than, those anticipated and described
in this memorandum at the time you invest in our units.

We may be unable to pay or maintain cash distributions or increase distributions over time.

There is no guarantee that we will pay any particular amount of distributions, if at all. There are
many factors that can affect the availability and timing of cash distributions to unitholders, including
the amount of cash flow from our REIT Subsidiaries. Initially, we expect distributions to be based on a
combination of offering proceeds and cash available from our REIT Subsidiaries, and we cannot assure
that our REIT Subsidiaries will generate cash from operations to sustain distributions to us. REIT
Subsidiaries’ amount of cash available for distributions is affected by many factors, such as ability to
buy properties as offering proceeds become available, rental income from such properties and
operating expense levels, as well as many other variables. Distributions paid from sources other than
our cash flows from operations, particularly from proceeds of this offering, will result in us having
fewer funds available to acquire properties, which may adversely affect our ability to fund future
distributions with cash flows from operations, may dilute your interest in us, and may adversely affect
the value of an investment in our units.
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If we are unable to raise substantial funds, we will be limited in the number and type of investments
we may make.

This offering is being made on a best efforts basis, and it does not have a minimum subscriptions
requirement. Accordingly, we may hold an initial closing of the offering at any time after accepting a
subscription. As a result, the amount of proceeds we raise in this offering may be substantially less
than the amount we would need to achieve a broadly diversified property portfolio. If we are unable to
raise substantial proceeds from this offering, we will make fewer investments resulting in less
diversification in terms of the number of investments owned, the geographic regions in which our
investments are located and the types of investments that we make. Your investment in our units will
be subject to greater risk to the extent that we lack a diversified portfolio of investments.

If our advisor and its affiliates are unable to retain principals, our ability to implement our
investment strategies could be delayed or hindered.

Our success depends to a significant degree upon the contributions of certain of the executive
officers and other principals of our advisor, sponsor and their affiliates, including John Carter, who
would be difficult to replace. Our advisor does not have an employment agreement with any of these
principals and we cannot guarantee that all, or any particular one, will remain affiliated with us and/or
our advisor. If any of the principals were to cease their affiliation with our advisor, our operating
results could suffer. Further, we do not intend to separately maintain key person life insurance on
Mr. Carter or any other person. We believe that our future success depends, in large part, upon our
advisor’s ability to hire and retain highly skilled managerial, acquisitions, and asset management
personnel. Competition for such personnel is intense, and we cannot assure you that our advisor will be
successful in attracting and retaining such skilled personnel. If our advisor loses or is unable to obtain
the services of principals, our ability to implement our investment strategies could be delayed or
hindered, and the value of your investment may decline.

We have agreed to limit remedies available to us and our unitholders for actions by our key service
providers and to indemnify them against certain liabilities.

In our limited liability company agreement, advisory agreement, and dealer manager agreement,
we have agreed to limit the liability of our directors, sponsor, advisor, and dealer manager, and to
indemnify our directors, sponsor, advisor, dealer manager, and their affiliates against certain liabilities.
These provisions may be detrimental to unitholders because they restrict the remedies available to
them for actions or omissions and could reduce unitholder returns. By purchasing our units, you will be
treated as having consented to the provisions set forth in our limited liability company agreement,
advisory agreement and dealer manager agreements. In addition, we may choose not to enforce, or to
enforce less vigorously, our rights under our limited liability company agreement, advisory agreement,
and dealer manager agreement because of our desire to maintain our ongoing relationship with our
directors, advisor, dealer manager, and their affiliates.

Risks Related to Conflicts of Interest

Our sponsor is involved in other real estate activities, which may cause conflicts of interest.

The sponsor and their respective affiliates engage in a broad spectrum of real estate investment
activities that are independent from and may from time to time conflict with those of the Fund. In the
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future, instances may arise in which the interests of the sponsor or their affiliates conflict with the
interests of the limited partners or the Fund, and there can be no guaranty that such conflicts will be
resolved in favor of or to the satisfaction of the investors in this Fund. In resolving any such conflicts, a
number of factors will be considered, including which vehicle has funds available to invest for the
longest period of time since making an investment, and each vehicle’s investment restrictions and
diversification goals. However, there can be no assurance that an investment opportunity which comes
to the attention of the sponsor or its affiliates will be appropriate for the Fund or, even if appropriate,
will be referred to or pursued by the Fund in all circumstances. By acquiring units, each investor will
be deemed to have acknowledged the existence of the actual and potential conflicts of interest
described in this Memorandum and to have waived any claim arising from the existence of any such
conflict of interest.

The advisory agreement with our advisor was not negotiated on an arm’s-length basis.

The advisory agreement was negotiated between related parties. Consequently, its terms, including
fees payable to our advisor, may not be as favorable to us as if it had been negotiated with an
unaffiliated third party. In addition, we are not subject to the same rules and regulations that various
states impose upon publicly registered companies. Thus, for example, we have limited rights to remove
our advisor, and we cannot remove our advisor if we fail to achieve our investment objectives.
Furthermore, we may choose not to enforce, or to enforce less vigorously, our rights and remedies
under the agreement because of our desire to maintain our ongoing relationship with our advisor and its
affiliates. Our advisor does not owe us a fiduciary obligation. In addition, any recovery that could be
obtained against our advisor would be limited by the terms of our limited liability company agreement.

Our advisor’s right to acquisition and disposition fees, as well as its share in distributions, may
result in investment decisions that do not fully reflect our unitholders’ best interests.

A substantial portion of the economic benefit that our advisor expects to derive from us is
dependent upon our achievement of certain cash return requirements. This compensation structure,
while rewarding our advisor only after our unitholders have received a common return with respect to
their investment in us, may create an incentive for our advisor to make investments on our behalf with
greater income or gain potential, but which are also riskier or more speculative than investments that
our advisor might otherwise recommend if its compensation did not include a carried interest
component. Riskier or more speculative investments may adversely affect our financial condition and
results of operations, which may consequently reduce the value of a unitholder’s investment in us. In
addition, our advisor also receives a fee upon the acquisition and disposition of each property that we
acquire, whether or not we are able to generate adequate returns from such property. As such, our
advisor could be motivated to sell and reinvest assets into new properties as it receives those fees,
regardless of the quality of the investment.

Our advisor and its affiliates and some of their principals face competing demands relating to their
time.

Our advisor and its affiliates and their officers and employees and certain of our principals and
their respective affiliates are principals of general partners, sponsors, directors, managers, owners and
advisors of other real estate investment programs, including, with respect to our advisor, certain of our
principals and their respective affiliates, which may currently or may in the future have investment
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objectives and legal and financial obligations similar to ours, such as the Prior Funds, and may own
real properties or provide services with respect to other real properties, some of which may compete
with us, as well as owning other business interests. Because these persons have competing demands on
their time and resources, they may have conflicts of interest in allocating their time between our
business and these other activities. If this occurs, the returns on our investments may suffer.

Because our advisor is wholly owned by our sponsor, the interests of the advisor and the sponsor are
not separate.

Our sponsor owns 100% of the interests in our advisor. Therefore, the interests of our advisor and
our sponsor are not separate, and the advisor’s decisions may not be independent from, or may be
heavily influenced by, the sponsor, which may result in the advisor making decisions to act in ways
that are not in the investors’ interests.

There is no separate counsel for us and our advisor, which could result in conflicts of interest.

Johnson Pope Bokor Ruppel & Burns, LLP acts as legal counsel to us and also represents our
advisor. There is a possibility in the future that the interests of the various parties may become adverse
and, under the Code of Professional Responsibility of the legal profession, Johnson Pope Bokor
Ruppel & Burns, LLP may be precluded from representing any one or all such parties. If any situation
arises in which our interests appear to be in conflict with our advisor or its affiliates, additional counsel
may be retained by one or more of the parties to assure that their interests are adequately protected.
Moreover, should a conflict of interest not be readily apparent, Johnson Pope Bokor Ruppel & Burns,
LLP may inadvertently act in derogation of the interest of the parties, which could affect our ability to
meet our investment objectives.

Risks Related to This Offering and Our Structure

The units we are offering have not been registered under the Securities Act or state securities laws
and are subject to restrictions upon transfer, and there is no public market for our units.

The units we are offering with this memorandum have not been registered under the Securities Act
or the securities laws of any state, are being offered and sold in reliance upon exemptions from the
registration requirements of the Securities Act and such state securities laws and may not be transferred
or resold except as permitted under the Securities Act and applicable state securities laws pursuant to
registration or exemption therefrom. There is no public market for our units, and our limited liability
company agreement does not require that we list our units on any public securities market. It will,
therefore, be difficult for you to sell your units. Even if you are able to sell your units, the absence of a
public market may cause the price you receive to be less than what you paid or less than your
proportionate value of the assets we own. As a result, you should purchase our units only as a long-
term investment, and you must be prepared to hold your units for an indefinite period of time.

Our advisor can resign from its role as advisor on limited notice.

Our advisor has the right, under the advisory agreement, to resign at any time upon not less than 60
days’ written notice, whether we have found a replacement or not. If our advisor resigns, we may not
be able to find suitable replacements or hire internal management with similar expertise and ability to
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provide the same or equivalent services on acceptable terms within 60 days, or at all. If we are unable
to do so quickly, our operations are likely to experience a disruption, and our financial condition,
business and results of operations, as well as our ability to pay dividends, are likely to be adversely
affected.

If we consummate a public offering, or if we exceed certain unitholder thresholds, we will incur
significant costs.

If we consummate a public offering, which we have no current plans to do, or if we exceed 2,000
unitholders (or 500 unitholders who are not accredited investors), we will be required to register one or
more classes of our securities under the Exchange Act, and we will incur legal, accounting and other
expenses, including costs associated with the periodic reporting requirements under the Exchange Act.

Our ability to conduct our offering successfully depends, in part, on the ability of the dealer
manager to successfully establish, operate and maintain a network of broker-dealers and registered
investment advisers.

The success of this offering, and correspondingly our ability to implement our business strategy,
depends on the ability of our dealer manager to establish and maintain a network of licensed securities
broker-dealers and other agents to sell our securities. The past success of the dealer manager cannot be
relied upon as predictive of their performance in this offering. There is therefore no assurance that the
dealer manager will be able to sell a sufficient number of units to allow us to have adequate funds to
make our investments. If the dealer manager fails to perform, we may not be able to raise adequate
proceeds through this offering to implement our investment strategy.

Our limited liability company agreement permits our board of directors to issue units with terms that
may subordinate the rights of common unitholders.

Our board of directors may create new classes or series of units and establish their preferences,
conversion or other rights, voting powers, restrictions, limitations as to dividends or other distributions,
qualifications and terms or conditions of redemption. Thus, our board of directors could authorize the
issuance of preferred units with terms and conditions that could have a priority as to distributions and
amounts payable upon liquidation over the rights of the holders of our units. Preferred units could also
have the effect of delaying, deferring or preventing a change in control of us, including an
extraordinary transaction (such as a merger, tender offer or sale of all or substantially all our assets)
that might provide a premium price for holders of our units.

Our board of directors’ ability to amend our limited liability company agreement limits your rights.

Our limited liability company agreement provides that a majority of our board of directors has the
exclusive power to adopt, alter or repeal any provision of our limited liability company agreement,
unless such amendment would adversely change the rights of the units (and provides that the creation
of a new class or series of units does not constitute such an adverse change). Thus, our unitholders
generally may not effect changes to our limited liability company agreement, which limits your ability
to participate in the direction of the management of our company.
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We could be required to register as an investment company under the Investment Company Act.

We are not registered, and do not intend to register ourselves or any of our subsidiaries, as an
investment company under the Investment Company Act. In particular, the Fund intends to conduct its
operations so that it will not be considered, or will be excluded from regulation as, an “investment
company” under the Investment Company Act because we are primarily engaged in the business of
acquiring real estate. Otherwise, we intend to rely on the exemption set forth Section 3(c)(5)(C) of the
Investment Company Act, which is an exemption for entities primarily engaged in the business of
“purchasing or otherwise acquiring mortgages and other liens on and interests in real estate.” If we
become obligated to register ourselves or any of our subsidiaries as an investment company, the
registered entity would have to comply with a variety of substantive requirements under the Investment
Company Act, including regulations as to our capital structure (including our ability to use debt),
management, operations, transactions with affiliated persons (as defined in the Investment Company
Act) and portfolio composition, including restrictions with respect to diversification and industry
concentration and other matters. Compliance with the Investment Company Act would, accordingly,
limit our ability to make certain investments and require us to significantly restructure our business
plan. We intend to conduct our operations, directly and indirectly, so that we and each of our
subsidiaries are exempt from registration as an investment company under the Investment Company. If
we were required to register as an investment company but failed to do so, we would be prohibited
from engaging in business, and civil actions could be brought against the violating entity. In addition,
the investment company’s contracts would be unenforceable unless a court required enforcement, and
a court could appoint a receiver to take control of the investment company and liquidate its business.

Neither our board of directors nor our advisor owe a fiduciary duty to our unitholders or to us.

Our limited liability company agreement provides that our board of directors does not have a
fiduciary duty to us or our unitholders, and our advisory agreement establishes only a contractual duty
but not a fiduciary duty to us or our unitholders. Accordingly, both our board of directors and advisor
only have the duty to act in accordance with the implied contractual covenant of good faith and fair
dealing. This standard is significantly less than a fiduciary duty standard, a standard that is typically
imposed on persons having such roles in publicly registered companies. As a result, they may not
perform their duties as expected, may take riskier courses of action than if they were acting in their
own interests, or may not undertake actions solely in our best interests, which may adversely affect our
ability to meet our investment objectives.

You are bound by the majority vote on matters on which you are entitled to vote.

Except as expressly provided in our limited liability company agreement, applicable law, or the
requirements of applicable regulatory agencies, if any, our common unitholders do not have any voting
rights with respect to any decision or matter of the Company or our REIT Subsidiaries other than the
right to remove and replace a director for cause. It is possible that an action requiring unitholder
approval could be approved by less than a majority of outstanding units. You will be bound by the
majority vote on matters requiring approval of a majority of the unitholders present at a unitholder
meeting at which there is a quorum, even if such approval is granted by less than a majority of
outstanding units, and even if you do not vote with the majority on any such matter.
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We established the offering prices on an arbitrary basis.

Our board of directors has arbitrarily determined the selling price of the units and did not base the
offering price on any relationship to our book or asset values, or to any other established criteria for
valuing issued or outstanding units. The offering price may not accurately represent the current value
of the Fund’s assets at any particular time and may be higher or lower than the actual value of the
Fund’s assets. Because the offering price is not based upon any independent valuation, the offering
price is not indicative of the proceeds that you would receive upon liquidation.

Payments of fees to our advisor, our property manager, our construction manager and their
affiliates will reduce cash available for investment.

Our advisor, property manager and construction manager and their affiliates will perform services
for us in connection with conducting our operations and managing the portfolio of real estate
investments we expect to acquire. We will pay significant fees to our advisor, property manager,
construction manager and their affiliates during our operational stage. Those fees include asset
management fees, acquisition fees, financing fees, property management fees, construction
management fees and development fees, and obligations to reimburse our advisor, property manager,
construction manager and their affiliates for expenses they incur in connection with their providing
services to us, including certain personnel services. We may also pay significant fees during our
liquidity stage, including disposition fees. Disposition fees will be payable regardless of whether we
reach specific investment-return thresholds. These fees will also reduce the amount of cash available
for investment in properties or distribution to unitholders.

General Risks Related to Investments in Real Estate

Our operating results may be affected by economic changes and regulatory issues.

Our operating results are subject to risks generally incident to the ownership of real estate,
including: changes in general economic or local conditions; changes in supply of or demand for similar
or competing properties in an area; changes in interest rates and availability of permanent mortgage
funds that may render the sale of a property difficult or unattractive; changes in tax, real estate,
environmental and zoning laws; and periods of high interest rates and tight money supply. These and
other risks may prevent us from being profitable or from realizing growth or maintaining the value of
our real estate properties.

We may obtain only limited warranties when we purchase a property.

The seller of a property often sells its property in its “as is” condition on a “where is” basis and
“with all faults,” without any warranties of merchantability or fitness for a particular use or purpose. In
addition, purchase agreements may contain only limited warranties, representations and
indemnifications that will only survive for a limited period after the closing. The purchase of properties
with limited warranties increases the risk that we may lose some or all our invested capital in the
property as well as the loss of rental income from that property.
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Our value-add investments may entail risks associated with property renovations.

Part of our strategy involves acquiring properties that require implementing a value-add strategy.
Value-add investments generally consist of properties that provide an opportunity for the improvement
of the physical asset, occupancy, or financial, operational or management characteristics of the
property in order to increase cash flow and value, and such investments typically require additional
capital investments and may include significant physical renovations, which can result in additional
costs and delays and disruption to a property’s ongoing rental income.

We may be required to indemnify the purchasers of our investments.

In connection with the disposition of a property from our portfolio, we may be required to make
representations about our assets typical of those made in connection with the sale of any property. We
may also be required to indemnify the purchasers of such investment to the extent that any such
representations turn out to be inaccurate, incorrect, or misleading. These arrangements may result in
contingent liabilities, which might ultimately have to be funded by us out of assets other than the net
proceeds made available from such disposition, which would hurt our ability to make distributions to
you and result in a decline in the value of our assets and hence your investment in us.

We may acquire or finance properties with provisions that limit our operations.

Our financing agreements may contain lock-out provisions, which are provisions in loan
agreements that prohibit us from prepaying a debt obligation before a certain time (or that prohibit us
from prepaying without incurring significant additional expense). Lock-out provisions could materially
restrict us from selling or otherwise disposing of or refinancing properties, and thus affect cash
available for distributions to you. Lock-out provisions may prohibit us from reducing the outstanding
indebtedness with respect to any properties. In particular, lock-out provisions could preclude us from
participating in major transactions that could result in a disposition of our assets or a change in control
even though that disposition or change in control might be in the best interests of our unitholders.

We may incur indebtedness in connection with the acquisition of our properties or to fund
distributions from our REIT Subsidiaries.

We expect that in most instances, we will acquire real properties by assuming existing financing or
borrowing new funds. In addition, we may incur mortgage debt and pledge all or some of our real
properties as security for that debt to obtain funds to acquire additional real properties. We may borrow
if our REIT Subsidiaries need funds to satisfy their REIT tax qualification requirement that they
generally distribute annually at least 90% of their REIT taxable income to us, determined without
regard to the deduction for dividends paid and excluding net capital gain. We also may borrow if we
otherwise deem it necessary or advisable to assure that we maintain each of our REIT Subsidiaries’
qualification as a REIT. Although we intend to limit our borrowings to not more than 75% of the
aggregate fair market value of our assets (calculated after the close of this offering and once we have
invested substantially all the proceeds of this offering), we may exceed this percentage. High debt
levels would cause us to incur higher interest charges, would result in higher debt service payments
and could be accompanied by restrictive covenants. These factors could limit the amount of cash we
have available to distribute and could result in a decline in the value of your investment. If there is a
shortfall between the cash flow from a property and the cash flow needed to service mortgage debt on a
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property, then the amount available for distributions to unitholders may be reduced. In addition,
incurring mortgage debt increases the risk of loss since defaults on indebtedness secured by a property
may result in lenders initiating foreclosure actions. In that case, we could lose the property securing the
loan that is in default, thus reducing the value of your investment. For U.S. federal income tax
purposes, a foreclosure on any of our properties would be treated as a sale of the property for a
purchase price equal to the outstanding balance of the debt secured by the mortgage. If the outstanding
balance of the debt secured by the mortgage exceeds our tax basis in the property, we would recognize
taxable income on foreclosure but would not receive any cash proceeds. In such event, a REIT
Subsidiary may be unable to pay the amount of distributions required in order to maintain its REIT
status. We may give full or partial guarantees to lenders of mortgage debt to the entities that own our
properties. When we provide a guaranty on behalf of an entity that owns one of our properties, we will
be responsible to the lender for satisfaction of the debt if it is not paid by such entity. If any mortgages
contain cross-collateralization or cross-default provisions, a default on a single property could affect
multiple properties. If any of our properties are foreclosed upon due to a default, our REIT
Subsidiaries’ ability to pay cash distributions to us will be adversely affected, which could result in our
REIT Subsidiaries losing their REIT status and this would result in a decrease in the value of your
investment in us.

Changes in the debt markets could have a material adverse impact on our earnings and financial
condition.

The domestic and international commercial real estate debt markets are subject to changing levels
of volatility, resulting in, from time to time, the tightening of underwriting standards by lenders and
credit rating agencies. If our overall cost of debt financing increases, either by increases in the index
rates or by increases in lender spreads, we will need to factor such increases into the economics of
future acquisitions. This may result in future acquisitions generating lower overall economic returns
and potentially reducing future cash flow available for distribution. If these disruptions in the debt
markets persist, our ability to borrow monies to finance the purchase of, or other activities related to,
real estate assets will be negatively impacted. If we are unable to borrow monies on terms and
conditions that we find acceptable, we likely will have to reduce the number of properties we can
purchase, and the return on the properties we do purchase may be lower. In addition, we may find it
difficult, costly or impossible to refinance maturing indebtedness. In addition, the state of the debt
markets could have an impact on the overall amount of capital investing in real estate, which may
result in price or value decreases of real estate assets. This could negatively impact the value of our
assets after the time we acquire them.

High mortgage rates may make it difficult for us to finance or refinance properties, which could
reduce the number of properties we can acquire and the amount of cash distributions we can make.

If we place mortgage debt on properties, we run the risk of being unable to refinance the properties
when the loans come due, or of being unable to refinance on favorable terms. If interest rates are higher
when the properties are refinanced, we may not be able to finance the properties on favorable terms
and conditions, if at all, and our income would likely be reduced because of increases in rates. These
occurrences would reduce our cash flow and cash available for distribution to unitholders, as well as
hinder our ability to raise more capital by issuing more units or by borrowing more money.
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Lenders may require us to enter into restrictive covenants relating to our operations.

In connection with providing us financing, a lender could impose restrictions on us that affect our
distribution and operating policies and our ability to incur additional debt. Loan documents we enter
into may contain covenants that limit our ability to further mortgage the property, discontinue
insurance coverage or replace our advisor. These or other limitations may adversely affect our
flexibility and our ability to achieve our investment and operating objectives.

We may be unable to adjust our portfolio in response to changes in economic or other conditions.

We plan to invest in real estate assets, which are generally illiquid investments. Many factors that
are beyond our control affect the real estate market and could affect our ability to sell properties for the
price, on the terms or within the time frame that we desire. These factors include general economic
conditions, the availability of financing, interest rates and other factors, including supply and demand.
Because real estate investments are relatively illiquid, we have a limited ability to vary our portfolio in
response to changes in economic or other conditions. We may be unable to sell our properties at a
profit. Our inability to sell properties at the time and on the terms we want could reduce our cash flow
and limit our ability to make distributions to you and could reduce the value of your investment.

We could suffer losses that are not covered by insurance or that are in excess of insurance coverage.

We will carry comprehensive general liability coverage and umbrella liability coverage on all our
properties with limits of liability that we deem adequate to insure against liability claims and provide
for the costs of defense. Similarly, we will be insured against the risk of direct physical damage in
amounts we estimate to be adequate to reimburse us on a replacement cost basis for costs incurred to
repair or rebuild each property, including loss of rental income during the rehabilitation period.
Material losses may occur in excess of insurance proceeds with respect to any property, as insurance
may not be sufficient to fund the losses. However, there are types of losses, generally of a catastrophic
nature, such as losses due to wars, acts of terrorism, earthquakes, floods, hurricanes, pollution or
environmental matters, which are either uninsurable or not economically insurable, or may be insured
subject to limitations, such as large deductibles or co-payments. Insurance risks associated with
potential terrorist acts could sharply increase the premiums we pay for coverage against property and
casualty claims.

Delays in acquisitions of properties may have an adverse effect on your investment.

There may be a substantial period of time before the proceeds of our offering are invested. In
addition, if we engage in expansion opportunities, it will typically take several months to complete
construction and rent available space. Delays we encounter in the selection, acquisition or development
of properties could adversely affect our ability to make distributions and the value of an investment in
our units.

Costs of complying with governmental laws and regulations may be high.

All real property investments and the operations conducted in connection with such investments
are subject to federal, state and local laws and regulations. Some of these laws and regulations may
impose joint and several liability on customers, past or present owners or operators for the costs to
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investigate or remediate contaminated properties, regardless of fault or whether the acts causing the
contamination were legal. Compliance with or violation of certain governmental laws and regulations
may pose a higher risk, including but not limited to: environmental laws; the occurrence of a cyber
incident, or a deficiency in our cyber security; the costs associated with complying with the Americans
with Disabilities Act; the extent we invest in age-restricted communities, the Fair Housing Act, the
Housing for Older Persons Act or similar state regulations; and various fire, health, life-safety and
similar regulations.

If we sell properties by providing financing to purchasers, defaults would adversely affect our cash
flows.

If we decide to sell any of our properties, we intend to sell them for cash, if possible. However,
nothing prohibits us from selling our properties and providing financing to purchasers. If we provide
financing to purchasers, we will bear the risk that the purchaser may default, which could negatively
impact our cash distributions to unitholders. Even in the absence of a purchaser default, the distribution
of the proceeds of sales to our unitholders, or their reinvestment in other assets, will be delayed until
the promissory notes or other property we may accept upon the sale are actually paid, sold, refinanced
or otherwise disposed of. In some cases, we may receive initial down payments in cash and other
property in the year of sale in an amount less than the selling price, and subsequent payments will be
spread over a number of years. If any purchaser defaults under a financing arrangement with us, it
could negatively impact our ability to pay cash distributions to our unitholders.

If we make or invest in mortgage loans, our mortgage loans may be affected by unfavorable
conditions.

If we make or invest in mortgage loans, we will be at risk of defaults by the borrowers on those
mortgage loans. These defaults may be caused by many conditions beyond our control, including
interest rate levels, economic conditions affecting real estate values and other factors that impact the
value of the underlying real estate. We will not know whether the values of the properties securing our
mortgage loans will remain at the levels existing on the dates of origination of those mortgage loans. If
the values of the underlying properties drop, our risk will increase because of the lower value of the
security associated with such loans. Changes in the debt markets could have a material adverse impact
on our earnings and financial condition. If we invest in fixed-rate, long-term mortgage loans and
interest rates rise, the mortgage loans could yield a return that is lower than then-current market rates.
If interest rates decrease, we will be adversely affected to the extent that mortgage loans are prepaid
because we may not be able to make new loans at the higher interest rate. If we invest in variable-rate
loans and interest rates decrease, our revenues will also decrease. Finally, if we invest in variable-rate
loans and interest rates increase, the value of the loans we own at such time would decrease, which
would lower the proceeds we would receive in the event we sell such assets. For these reasons, if we
invest in mortgage loans, our returns on those loans and the value of your investment will be subject to
fluctuations in interest rates.

We may invest in mezzanine loans or provide bridge loans, which would involve greater risks of loss.

We may invest in mezzanine loans that take the form of subordinated loans secured by second
mortgages on the underlying real property or loans secured by a pledge of the ownership interests of
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the entity owning the real property, the entity that owns the interest in the entity owning the real
property or other assets. We may provide bridge loans secured by first-lien mortgages on properties to
borrowers who are typically seeking short-term capital to be used in an acquisition, development or
refinancing of real estate. These types of investments involve a higher degree of risk than long-term
senior mortgage lending secured by income-producing real property. In the event of a bankruptcy of
the entity providing the pledge of its ownership interests as security, we may not have full recourse to
the assets of such entity, or the assets of the entity may not be sufficient to satisfy our loan.

Joint venture and other equity investments could increase our risk profile.

We may enter into joint ventures, partnerships and other co-ownership arrangements for the
purpose of making investments. In such arrangements, we may not be in a position to exercise sole
decision-making authority regarding the joint venture. Investments in joint ventures may, under certain
circumstances, involve risks not present were a third party not involved, including the possibility that
partners or co-venturers might become bankrupt or fail to fund their required capital contributions.
Co-venturers may have economic or other business interests or goals that are inconsistent with our
business interests or goals and may be in a position to take actions contrary to our policies or
objectives. Consequently, actions by or disputes with co-venturers might result in subjecting properties
owned by the joint venture to additional risk. In addition, we may in certain circumstances be liable for
the actions of our co-venturers.

Multifamily Asset Risks

We will depend on residents for our revenue.

The underlying value of our properties and the ability to make distributions to our unitholders will
depend upon the ability of the residents of our properties to generate enough income to pay their rents
in a timely manner, and the success of our investments depends upon the occupancy levels, rental
income and operating expenses of our properties and our company. Residents’ inability to timely pay
their rents may be impacted by employment and other constraints on their personal finances, including
debts, purchases and other factors. These and other changes beyond our control may adversely affect
our residents’ ability to make rental payments. We may be unable to re-lease the property for the rent
previously received. We may be unable to sell a property with low occupancy without incurring a loss.
These events and others could cause us to reduce the amount of distributions we make to unitholders
and the value of our unitholders’ investment to decline.

A property that experiences significant vacancy could hinder our ability to make distributions.

A property may experience significant vacancy through the eviction of residents and/or the
expiration of leases. Certain of the multifamily properties we acquire may have some level of vacancy
at the time of our acquisition of the property and we may have difficulty obtaining new residents. If
vacancies continue for a long period of time, we may suffer reduced revenues resulting in lower cash
distributions to unitholders. In addition, the resale value of the property could be diminished because
the market value may depend principally upon the occupancy of, and rental rates at, such property.
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Competition from other multifamily communities and housing alternatives could reduce our
profitability.

The multifamily property market in particular is highly competitive. This competition could reduce
occupancy levels and revenues at our multifamily properties, which would adversely affect our
operations. We face competition from many sources, including from other multifamily properties in
our target markets. In addition, overbuilding of multifamily properties may occur, which would
increase the number of multifamily units available and may decrease occupancy and unit rental rates.
Furthermore, multifamily properties we acquire most likely compete, or will compete, with numerous
housing alternatives in attracting residents, including owner-occupied single and multifamily units
available to rent or purchase. Competitive housing in a particular area and the increasing affordability
of owner-occupied single- and multifamily units available to rent or buy (caused by declining mortgage
interest rates and government programs to promote home ownership) could adversely affect our ability
to retain our residents, lease multifamily units and increase or maintain rental rates.

Our strategy for acquiring value-add multifamily properties involves greater risks.

We expect to implement value add strategy for certain of the multifamily units we acquire. Our
value-add strategy involves the acquisition of under-managed, stabilized multifamily communities in
high job and population growth neighborhoods and the investment of additional capital to make
strategic upgrades of the interiors of the multifamily units. These opportunities will vary in degree
based on the specific business plan for each asset, but could include new appliances, upgraded
cabinets, countertops and flooring. Our strategy for acquiring value add multifamily properties
involves greater risks than more conservative investment strategies due to higher costs to implement
such improvements or reduced demand or profitability from such improved properties.

Short-term multifamily unit leases expose us to the effects of declining market rent.

We expect that substantially all of our multifamily unit leases will be for a term of one year or less.
Because these leases generally permit the residents to leave at the end of the lease term without
penalty, our rental revenues may be impacted by declines in market rents more quickly than if our
leases were for longer terms.

Our multifamily properties will be subject to property taxes that may increase in the future.

Our multifamily properties will be subject to real and personal property taxes, as well as excise
taxes, that may increase as tax rates change and as the properties are assessed or reassessed by taxing
authorities. As the owner of the properties, we will be ultimately responsible for payment of the taxes
to the applicable government authorities. If we fail to pay any such taxes, the applicable taxing
authority may place a lien on the real property and the real property may be subject to a tax sale.

Presence of mold in our investment properties will increase our expenses.

When excessive moisture accumulates in buildings or on building materials, mold growth may
occur, particularly if the moisture problem remains undiscovered or is not addressed for a long period
of time. Some molds may produce airborne toxins or irritants. Concern about indoor exposure to mold
has been increasing, as exposure to mold may cause a variety of adverse health effects and symptoms,
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including allergic or other reactions. As a result, the presence of mold to which residents could be
exposed at any of our properties could require us to undertake a remediation program to contain or
remove the mold from the affected property, which could be costly. In addition, exposure to mold by
residents or others could expose us to liability if property damage or health concerns arise. Expenses
associated with any remediation programs or personal or property damage liability will adversely
affect our cash flow and our ability to make distributions to our unitholders.

Federal Income Tax Risks

The Federal Income Risk Factors below should be read in conjunction with “Material U.S. Federal
Income Tax Considerations” of this memorandum for more information.

An investment in our units involves material income tax risks and we will not seek rulings from the
Internal Revenue Service or other taxing authorities.

An investment in our units involves material income tax risks. Prospective unitholders are urged to
consult with their own tax advisor with respect to the federal, state and foreign tax considerations of an
investment in our units. We will not seek any rulings from the Internal Revenue Service (the “IRS”) or
any other taxing authority regarding any tax issues.

Unitholders may have taxable income in excess of cash distributions.

Our unitholders will be required to report their allocable share of our taxable income on their
individual income tax return regardless of whether they have received any cash distributions from us. It
is possible that the unitholders’ units will be allocated taxable income in excess of their cash
distributions, thereby producing phantom income.

For a REIT Subsidiary to qualify as a REIT, we must meet annual distribution requirements.

To obtain the favorable tax treatment accorded to REITs, a REIT Subsidiary normally will be
required each year to distribute to its stockholders at least 90% of its annual taxable income,
determined without regard to the deduction for dividends paid and by excluding net capital gains. A
REIT Subsidiary will be subject to federal income tax and excise tax. It is possible that we might be
required to borrow funds, use proceeds from the issuance of securities or sell assets in order to make
sufficient distributions in order for the REIT Subsidiary to qualify as a REIT and to avoid the payment
of federal income and excise taxes.

Failure of one or more of our REIT Subsidiaries to qualify as a REIT could reduce your return.

The Internal Revenue Code of 1986, as amended (the “Code”) imposes numerous constraints on
the operations of REITs. Qualification of each of our REIT Subsidiaries as a REIT will depend on each
REIT Subsidiary’s ability to meet requirements regarding its organization and ownership, distributions
of its income, the nature and diversification of its income and assets and other tests imposed by the
Code. Any failure of a REIT Subsidiary to so comply could cause it to fail to qualify as a REIT. If a
REIT Subsidiary fails to qualify as a REIT for any taxable year, it will be subject to federal income tax
on its taxable income at corporate rates and generally be disqualified from qualifying as a REIT for the
four taxable years following the year it loses its REIT status. Losing its REIT status would reduce the
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REIT Subsidiary’s net earnings available for investment or distribution to us because of the additional
tax liability. In addition, the REIT Subsidiary’s distributions would no longer qualify for the dividends
paid deduction. If this occurs, a REIT Subsidiary might be required to borrow funds or liquidate some
investments in order to pay the applicable tax.

Certain of our business activities are potentially subject to the prohibited transaction tax.

Our ability to dispose of a property during the first few years following its acquisition is restricted
to a substantial extent as a result of the REIT status of the REIT Subsidiaries. Under applicable
provisions of the Code regarding prohibited transactions by REITs, we would be subject to a 100% tax
on any gain recognized on the sale or other disposition of any property (other than foreclosure
property) that we own, directly or through any subsidiary entity, but generally excluding taxable REIT
subsidiaries, that is deemed to be inventory or property held primarily for sale to customers in the
ordinary course of trade or business.

Complying with the REIT requirements may hinder our ability to operate solely on the basis of
maximizing profits.

In order for each REIT Subsidiary to qualify as a REIT for federal income tax purposes, such REIT
Subsidiary must continually satisfy tests concerning, among other things, the sources of its income, the
nature and diversification of its assets, the amounts it distributes to its stockholders, and the ownership
of shares of its stock. A REIT Subsidiary may be required to pay distributions to its stockholders at
disadvantageous times or when it does not have funds readily available for distribution, or it may be
required to liquidate otherwise attractive investments in order to comply with the REIT tests. Thus,
compliance with the REIT requirements may hinder a REIT Subsidiary’s ability, and accordingly our
ability, to operate solely on the basis of maximizing profits.

Our operations may generate unrelated business taxable income for tax-exempt investors.

Our operations may generate UBTI (generally subject to tax at corporate rates) for tax-exempt
investors. We expect to conduct substantially all of our operations through the REIT Subsidiaries,
which would effectively block UBTI for such investors, subject to certain limitations. With respect to
any portion of our operations not conducted through REIT Subsidiaries, our board of directors may
elect to use alternative structures, such as lease structures or UBTI blockers, or it may choose to
structure its investments as debt. Our board of directors may also use reasonable commercial efforts in
order to attempt to minimize unrelated debt-financed income and UBTI for “qualified organizations”
(as such term is defined in the Code). However, except for our use of the REIT Subsidiaries, our board
of directors is not required to use other blocker structures or to avoid unrelated debt-financed income
or UBTI.

If we are treated as a publicly traded partnership, our income could be subject to taxation.

No transfer of units may be made if it would result in us being treated as a publicly traded
partnership under the Code. Our board of directors may, without the consent of any unitholder, amend
our limited liability company agreement in order to improve, upon advice of counsel, our position in
avoiding publicly traded partnership status for the Fund (and the board of directors may impose time-
delay and other restrictions on recognizing transfers as necessary to do so). If we inadvertently became
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a publicly traded partnership under the Code, we could be subject to corporate level taxation, resulting
in double taxation of our income, unless at least 90% of our income was “qualifying income” for such
purposes.

You may have an obligation to pay tax losses even after withdrawing from the Fund.

Pursuant to the Bipartisan Budget Act of 2015, for tax years beginning after December 31, 2017, if
the IRS makes audit adjustments to the federal income tax returns of a partnership, the IRS may assess
and collect any taxes (including any applicable penalties and interest) resulting from the audit
adjustment directly from the partnership, regardless of changes in the composition of the partners (or
their relative ownership of the partnership) between the year under audit (the “Reviewed Year”) and
the year of the adjustment. Accordingly, if a unitholder transfers its units, the unitholder may still be
obliged to pay any tax losses. Prospective unitholders should discuss with their own tax advisors the
possible effect of the new partnership audit rules on them.

Retirement Plan Risks

The Federal Income Risk Factors below should be read in conjunction with “Material U.S. Federal
Income Tax Considerations – Investment by Certain Tax-Exempt Entities and ERISA Considerations”
of this memorandum for more information.

If the fiduciary of an employee benefit plan subject to ERISA or any other retirement plan or
account fails to meet the required fiduciary and other standards under ERISA or Section 4975 of
the Code as a result of an investment in our units, the fiduciary could be subject to civil (and
criminal, if the failure is willful) penalties.

There are special considerations that apply to tax-qualified pension, profit-sharing, and share bonus
plans, employee benefit plans of ERISA (such as a 401(k) plan), and other retirement plans or accounts
that are investing in our securities. If you are investing the assets of such a plan or account in our
securities, among other things, you should satisfy yourself that the investment is consistent with your
fiduciary and other obligations under ERISA and the Code applicable to your plan or account. Failure
to satisfy the fiduciary standards of conduct and other applicable requirements of ERISA and the Code
may result in the imposition of civil (and, if willful, criminal) penalties, and can subject the fiduciary to
claims for damages or for equitable remedies. ERISA plan fiduciaries and IRA custodians should
consult with counsel before making an investment in our units. IRA owners are strongly urged to
consult with the custodian or trustee of their IRAs before making any investment in our securities.

Significant investment by benefit plan investors (as defined by ERISA) could result in treatment of
our assets as plan assets.

The U.S. Department of Labor has promulgated regulation, which we refer to as the “Plan Assets
Regulation,” describing what constitutes the assets of an entity whose underlying assets are considered
to include “plan assets” of such plans, accounts, and arrangements (each of which we refer to as a
“benefit plan”). Under the Plan Assets Regulation, if a benefit plan invests in an “equity interest” of an
entity that is neither a “publicly offered security” nor a security issued by an investment company
registered under the Investment Company Act, the benefit plan’s assets are deemed to include both the
equity interest itself and an undivided interest in each of the entity’s underlying assets, unless it is
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established that the entity is an “operating company” or the equity participation by “benefit plan
investors” (as defined in Section 3(42) of ERISA) is not “significant.” The Fund and the advisor at all
times intend to conduct their business so that the Fund and its assets are not deemed to be assets of an
ERISA Plan, but there can be no assurance that they will be able to do so. It is possible that we may
not qualify as an “operating company” for purposes of the Plan Assets Regulation. Therefore, if
participation in us through the acquisition of any class of equity interest by benefit plan investors is
“significant” within the meaning of the Plan Assets Regulation and Section 3(42) of ERISA, our assets
could be deemed to be the assets of benefit plans investing in our securities.

If you invest in our units through an IRA or other retirement plan, you may be limited in your
ability to withdraw required minimum distributions.

If you establish a plan or account through which you invest in our units, federal law may require
you to withdraw required minimum distributions from such plan in the future. Our units may generate
insufficient distributions, and the relative illiquidity of our units may not allow you to sell your units on
a timely basis or to receive sufficient proceeds, to allow you to satisfy the required minimum
distribution requirements under your plan or account. Even if you are able to sell your units, such sale
may be at a price less than the price at which you initially purchased the units. If you fail to withdraw
required minimum distributions from your plan or account, you may be subject to certain taxes and tax
penalties.

The recently adopted SEC standard of conduct for investment professionals could impact our ability
to raise capital.

On June 5, 2019, the SEC adopted “Regulation Best Interest: The Broker-Dealer Standard of
Conduct,” a package of rulemakings and interpretations that address customers’ relationships with
investment advisers and broker-dealers under the Securities Exchange Act of 1934, as amended. Plan
fiduciaries and the beneficial owners of IRAs are urged to consult with their own advisors regarding
the impact that Regulation Best Interest may have on purchasing and holding units.
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Conflicts of Interest

We are subject to various conflicts of interest arising out of our relationships with our advisor and
its affiliates. We discuss these conflicts below and conclude this section with a discussion of the
governance measures we have adopted to ameliorate some of the risks posed by these conflicts.

General

We are a manager-managed limited liability company governed by a majority independent board
of directors. Our advisor will manage our day-to-day affairs and the acquisition and disposition of our
investments on our behalf, subject to approval by our board of directors. Our advisor does not have any
employees and will utilize the employees and principals of our sponsor, some which could have a
direct or indirect controlling interest in other programs. Our directors do not owe a fiduciary duty to us
or our unitholders under our limited liability company agreement, nor does our advisor owe a fiduciary
duty to us or our unitholders under the advisory agreement.

Some of the key professionals utilized by our advisor to provide services on our behalf are also
officers, directors, managers, key professionals or holders of a direct or indirect controlling interest in
our advisor and its affiliates. In the future, some of these parties may organize other real estate
programs, serve as the investment advisor to other investors and acquire for their own account real
estate properties that may be suitable for us. There are no requirements that these key professionals
allocate investment opportunities in any particular manner.

Our sponsor, Carter Multifamily Fund Management Company, LLC, has sponsored the Prior
Funds, which have investment objectives and strategies substantially the same as ours. The Prior Funds
conducted private placements. Fund I’s offering raised approximately $152.4 million and closed on
March 1,2020. As of October 28, 2021, Fund II’s offering had raised approximately $143 million and
closed on November 15, 2021. As of the effective date of this memorandum, the Prior Funds offerings
have closed to new investors. Conflicts of interest caused by more than one investment vehicle
sponsored by the sponsor and its affiliates having funds available simultaneously for acquiring
investments will be resolved in good faith by the sponsor. In resolving any such conflicts, a number of
factors will be considered, including which vehicle has funds available to invest for the longest period
of time since making an investment, and each vehicle’s investment restrictions and diversification
goals. However, there can be no assurance that an investment opportunity which comes to the attention
of the sponsor or its affiliates will be appropriate for the Fund or, even if appropriate, will be referred
to or pursued by the Fund in all circumstances.

Every transaction that we enter into with our advisor, our property manager and their respective
affiliates is subject to an inherent conflict of interest. Our board of directors may encounter conflicts of
interest in enforcing our rights against any affiliate in the event of a default by, or disagreement with,
an affiliate or in invoking powers, rights or options pursuant to any agreement between us and our
advisor, our property manager or any of their respective affiliates.

Affiliated Transactions Best Practices Policy

Our directors, advisor and their affiliates will have to allocate their time between us and other real
estate programs and activities in which they may be involved in the future. Our advisor and its
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affiliates will seek to allocate investment opportunities among eligible accounts in a manner that is fair
and equitable. However, we can offer no assurance that such opportunities will be allocated to us fairly
or equitably in the short-term or over time.

Our advisor has adopted an asset allocation policy to allocate property acquisitions among any
other program sponsored by our sponsor or its affiliates that targets multifamily assets. The Prior Funds
are the only anticipated related program at this time that will target multifamily assets. All transactions
will be allocated among us, and any other programs sponsored by our sponsor or its affiliates, by the
investment committee in a manner consistent with our advisor’s general investment allocation policy.
In the event that the advisor analyzes all factors under the allocation policy and determines that an
acquisition for us and the Prior Funds are equally suitable, acquisition opportunities will be presented
between us and the Prior Funds on an alternating basis; provided, however, that Fund II will receive a
right of first refusal to the first property acquisition opportunity.

Competition for Investors

Affiliates of our sponsor have launched public real estate programs, and may in the future launch,
private and/or publicly offered programs, including REIT programs, which will raise capital in their
respective offerings concurrently with this offering. In such cases, we will compete for investors with
these other programs, and any overlap of these offerings with our offering could adversely affect our
ability to raise all the capital we seek in this offering, the timing of sales of our units and the amount of
proceeds we have to spend on real estate investments. As a result, we face a conflict of interest due to
the potential competition among us and these other programs for investors and investment capital. Our
sponsor generally seeks to reduce the conflicts that may arise among various affiliated programs by
avoiding simultaneous offerings by programs that have a substantially similar mix of targeted
investment types. Nevertheless, there are likely to be periods during which one or more programs
sponsored by affiliates of our sponsor will be raising capital and which will compete with us for
investment capital.

Competition for Tenants and Others

Conflicts of interest may exist to the extent that we acquire properties in the same geographic areas
where other affiliated real estate programs own and lease properties. We could compete with another
affiliated entity that is engaged in real estate investment activities for tenants, and other affiliated
programs may compete with us for acquisition opportunities in the future. Conflicts of interest may
also exist at such time as we or our sponsor’s affiliates seek to employ developers, contractors,
building managers or other third parties. Our sponsor and its affiliates seek to reduce conflicts that may
arise with respect to properties available for sale or rent by making prospective purchasers or tenants
aware of all such properties. Our sponsor and its affiliates also seek to reduce conflicts relating to the
employment of developers, contractors or building managers by making prospective service providers
aware of all properties in need of their services. However, our sponsor and its affiliates cannot fully
avoid these conflicts because they may establish differing terms for resales or leasing of the various
properties or differing compensation arrangements for service providers at different properties.

Allocation of Our Affiliates’ Time

Affiliates of our board of directors and advisor will face conflicts of interest in allocating their time
among us and other programs sponsored by our sponsor and its affiliates and the other business
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activities in which they are involved. In addition, many of the same key professionals associated with
our advisor have existing obligations to other affiliated programs. The key professionals associated
with affiliated programs who provide services to us are not obligated to devote a fixed amount of their
time to us, but we believe that our key professionals will have sufficient time to fully discharge their
responsibilities to us and to the other businesses in which they are involved.

Several officers and principals of our advisor, sponsor and their affiliates act in similar capacities for
the advisors of each of the other programs sponsored by affiliates of our sponsor, in which case such
officers and principals of our advisor spend a substantial portion of their time on activities unrelated to us,
reducing the amount of time they may devote to us. However, we believe that our advisor, through
principals of our sponsor, will devote the time required to manage our business and believe that certain
executive officers of other affiliated programs will devote a large portion of their time to us.

Receipt of Fees and Other Compensation by Our Advisor and its Affiliates

Our advisor and its affiliates receive fees from us, which could be substantial and have not been
negotiated at arm’s-length. These fees could influence our advisor’s advice to us. Our advisor is
responsible for identifying investments for us, including negotiating the terms of the transactions.
Therefore, our advisor and its affiliates have conflicts of interest concerning certain actions taken on
our behalf, particularly due to the fact that all such fees are payable to our advisor regardless of the
quality of the properties acquired or the services provided to us. Among other matters, these
compensation arrangements could affect their judgment with respect to:

• the continuation, renewal or enforcement of our agreements with our advisor and its
affiliates, including the advisory agreement;

• offerings of equity by us, which will likely entitle the advisor to increased acquisition fees;

• sales of properties and other investments, including the sale of our company, to third
parties, which entitle our advisor to disposition fees;

• acquisitions of properties and other investments, which entitle our advisor to acquisition
fees;

• acquisitions of properties and other investments that in some cases may originate from
other programs sponsored directly or indirectly by affiliates of our advisor, which may
entitle affiliates of our advisor to disposition or incentive fees; and

• borrowings to acquire properties and other investments, which borrowings will generate
financing coordination fees and increase the acquisition fees payable to our advisor
assuming the triggers are satisfied.

The fees our advisor receives in connection with transactions involving the acquisition of assets are
based initially on the cost of the investment, and are not based on the quality of the investment or the
quality of the services rendered to us. This may influence our advisor to initiate riskier transactions,
and our advisor may have an incentive to cause us to incur a high level of leverage. In addition,
because the fees are based on the cost of the investment, it may create an incentive for our advisor to
recommend that we purchase assets with more debt and at higher prices.
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We may also pay significant fees and distributions during our liquidation stage. Disposition fees
will be payable regardless of whether we reach specific investment-return thresholds. Our advisor may
have a conflict of interest concerning our liquidation stage.

From time to time, subject to the approval of our board of directors, we may engage one or more
entities under common control with our sponsor or our advisor to provide services not provided under
existing agreements described in this memorandum. Such engagements will be at terms no less
favorable to us than could be obtained from an unaffiliated third party for comparable services, and
may result in the payment of fees or reimbursement of expenses by us to such entities not described in
the “Management Compensation” section.

Duties Owed by our Advisor to Current and Possibly to Future Programs Affiliated with our
Sponsor

Our advisor does not owe a fiduciary duty to us or our unitholders under the advisory agreement.
However, principals of our advisor may owe duties to affiliates of our sponsor. The duties of such
principals serving on the boards of or in control positions over the various entities affiliated with our
advisor or possibly on the boards of or in control positions over future programs sponsored by affiliates
of our advisor may influence the judgment of such principals when considering issues for us that may
also affect other affiliated programs, such as the following:

• We could enter into transactions with other programs sponsored by affiliates of our
advisor, such as property sales, acquisitions, joint ventures or financing arrangements;
however, we currently do not intend to enter into joint ventures with other programs
sponsored by affiliates of our advisor. Decisions of our advisor regarding the terms of
those transactions may be influenced by our advisor and its principals’ loyalties to other
programs sponsored by affiliates of our advisor;

• A decision of our advisor regarding the timing of a debt or equity offering could be
influenced by concerns that the offering would compete with an offering of other programs
sponsored by affiliates of our advisor; and

• A decision of our advisor regarding the timing of property sales could be influenced by
concerns that the sales would compete with those of other programs sponsored directly or
indirectly by affiliates of our advisor.

Valuation

While we are not prohibited from incurring expenses to conduct appraisals or valuations of our
portfolio, we currently do not intend to conduct any appraisals or valuations of our investments. Our
investments in REIT Subsidiaries will be difficult to value, particularly to the extent that their
underlying investments are not publicly traded. The net asset value by class is not intended to represent
an indication of the value of our investments or what we might receive if we were to sell our portfolio
and liquidate.
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Lack of Separate Representation

Johnson Pope Bokor Ruppel & Burns, LLP acts, and may in the future act, as counsel to us, our
advisor and some of their affiliates in connection with this offering or otherwise. There is a possibility
that in the future the interests of the various parties may become adverse, and under the Code of
Professional Responsibility of the legal profession, Johnson Pope Bokor Ruppel & Burns, LLP may be
precluded from representing any one or all of such parties. If a dispute were to arise between our
advisor or any of their affiliates, separate counsel for such matters will be retained as and when
appropriate.

Certain Conflict Resolution Procedures

In order to reduce or eliminate certain potential conflicts of interest, we have adopted policies
relating to (1) transactions we enter into with our sponsor, our directors, our advisor and affiliates of
our advisor, and (2) certain future offerings. These restrictions and policies include, among others, the
following:

• We will not purchase or lease properties in which our advisor, our directors or any of their
respective affiliates has an interest without a determination by our board of directors,
including a majority of our independent directors, that such transaction is fair and
reasonable to us and at a price to us no greater than the cost of the property to the seller or
lessor unless there is substantial justification for any amount that exceeds such cost, and
such excess amount is determined to be reasonable. In no event will we acquire any such
property at an amount in excess of its appraised value as determined by an appraiser which
has no material current or prior business or personal relationship with our directors or our
advisor. We will not sell or lease properties to our advisor, our directors or any of their
respective affiliates unless our board of directors, including a majority of our independent
directors, determines that the transaction is fair and reasonable to us. If a related party
transaction is approved by our board of directors, our advisor and its affiliates will be
entitled to receive fees and expense reimbursements in connection with the transaction on
the same basis as if the transaction were with a third party.

• We will not accept goods or services from our sponsor, our advisor, our directors or any of
their respective affiliates or enter into any other transaction with our sponsor, our advisor,
our directors or any of their respective affiliates unless our board of directors, including a
majority of our independent directors, approves such transaction as fair and reasonable to
us and on terms and conditions not less favorable to us than those available from
unaffiliated third parties.

For purposes of this memorandum, an “affiliate” of any natural person, partnership, corporation,
association, trust, limited liability company or other legal entity (a “person”) includes any of the
following:

• any person directly or indirectly owning, controlling or holding, with power to vote 10% or
more of the outstanding voting securities of such other person;

• any person, 10% or more of whose outstanding voting securities are directly or indirectly
owned, controlled, or held, with power to vote, by such other person;
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• any person directly or indirectly controlling, controlled by, or under common control with,
such other person;

• any executive officer, director, manager, trustee or general partner of such other person;
and

• any legal entity for which such person acts as an executive officer, director, trustee or
general partner.
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Material U.S. Income Tax Considerations

Summary of Income Tax Considerations

This summary highlights selected income tax information contained in this section and may not
contain all of the information that is important to you. To fully understand the material U.S. Income
Tax Considerations, you should carefully read the entire memorandum, including this section and the
“Risk Factors” section.

Tax reporting to unitholders We intend to mail your Schedule K-1 (Form 1065)
tax information for each year, if required, by
March 31st of the following year.

Fund structure – No real estate activity reported on
Schedule K-1

The Fund intends to own its properties through its
two REIT Subsidiaries. Since REITs file their own
tax returns, all rental and real estate activity (and
corresponding depreciation deductions) are reported
on the REIT tax returns instead of on the unitholders’
Schedule K-1s. The REITs serve as blocking entities
so during the operational phase, the only income that
is reported on the unitholders’ Schedule K-1s are
taxable dividends paid by the REITs to the Fund.

Operational phase – dividends generally tax
deferred

During the years when the REITs are acquiring and
operating the properties, it generally claims large
depreciation deductions which generate losses for tax
purposes. As a result of the tax losses, no portion of
the distributions from the REITs to the Fund are
treated as taxable dividends and, accordingly, no
taxable income passes through to the Fund
unitholders on Schedule K-1.

Property sales When the REITs sell properties, any gain will likely
be distributed to the Fund and designated as a capital
gain dividend. The portion of the dividend received
by the Fund and recognized as a capital gain dividend
will be passed through and reported on unitholders’
Schedule K-1s. The portion of the capital gain
dividend that represents the depreciation taken on the
real property will generally be taxed at a 25%
maximum rate. Any excess remaining capital gain
will generally be subject to capital gains tax rates.

State income tax filing only in state of residence Due to the REIT blockers, a unitholder will take into
account and report its items of income, gain, loss, and
deduction (as shown on the Schedule K-1) on such
unitholder’s state income tax return of its residency,
if any.

No UBTI to tax-exempt entities Due to the REIT blockers, the Fund will not have
Unrelated Business Taxable Income to most unitholders
that are tax-exempt under the Internal Revenue Code.
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Introduction

The following discussion is a summary for general information only and does not discuss all of the
U.S. federal income tax consequences that may be relevant to a particular unitholder or to certain
classes of investors subject to special treatment under the U.S. federal income tax laws. For instance,
unless otherwise specified, this summary does not address the U.S. federal income tax consequences of
an investment in units by a dealer or trader in securities, financial institution, life-insurance,
tax-exempt entity (including a pension plan or similar arrangement), or an investor who is not a U.S.
person. If a partnership (including for this purpose any entity treated as a partnership for federal
income tax purposes) is a beneficial owner of the units, the treatment of an investment in the Fund will
generally depend upon the status of the partners and upon the activities of the partnership. Unless
otherwise specified, the summary set forth below relates solely to U.S. persons, as defined in
Section 7701(a)(30) of the Code. Moreover, this summary does not address any of the state, local or
foreign tax consequences to the investors of an investment in the Fund. This summary is not intended
as a substitute for an investor’s own due diligence in investigating the possible consequences of an
investment in units.

This summary is based in part on the Code, on the U.S. Treasury Regulations promulgated
thereunder (the “Regulations”), and the rulings and judicial decisions interpreting the Code and
Regulations, as in effect on the date hereof, all of which are subject to change (with the possibility that
any change may be given retroactive effect).

We have 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 units.

CERTAIN TAX CONSEQUENCES TO UNITHOLDERS WILL VARY FROM UNITHOLDER
TO UNITHOLDER DEPENDING ON THE UNITHOLDER’S PARTICULAR CIRCUMSTANCES.
ACCORDINGLY, EACH UNITHOLDER SHOULD CONSULT ITS OWN ADVISORS
REGARDING ALL OF THE FEDERAL, STATE, LOCAL AND FOREIGN TAX CONSEQUENCES
RELATING TO AN INVESTMENT IN US BASED ON EACH UNITHOLDER’S SPECIFIC
CIRCUMSTANCES. NEITHER THE BOARD OF DIRECTORS NOR THE ADVISOR NOR ANY
AFFILIATE THEREOF NOR COUNSEL FOR ANY OF THE FOREGOING IS PROVIDING ANY
TAX ADVICE TO ANY PROSPECTIVE UNITHOLDER.

See the section of the Memorandum captioned “Risk Factors — Federal Income Tax Risks,”
concerning risks related to income taxes that a prospective unitholder should consider before investing
in units.

Classification of Fund as Partnership for U.S. Income Tax Purposes

Classification as a Partnership. An entity that is classified as a partnership for federal income
tax purposes generally is not a taxable entity and incurs no federal income tax liability. Instead, the
partners (or owners) of the entity are required to take into account in computing their federal income
tax liability their allocable shares of income, gains, losses, deductions and credits of the partnership,
regardless of whether cash distributions are made by the partnership to its partners. Distributions of
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money by a partnership to partners are generally not taxable to any such partner unless the amount of
the distribution is in excess of such partner’s adjusted basis in their respective partnership Interests.

Pursuant to Treasury Regulations issued under Section 7701 of the Code, a limited liability
company (such as the Fund) with two or more members (other than certain “publicly traded
partnerships” as described below) will be treated as a partnership for tax purposes unless it
affirmatively elects to be treated as a corporation. The Fund has not elected and does not intend to elect
to be treated as a corporation. Following completion of the Offering, the Fund will have more than one
owner and therefore this discussion assumes that the Fund will be classified as a partnership for tax
purposes at all times. Were the Fund to be treated as a corporation rather than as a partnership for
federal income tax purposes, its income would be subject to the federal corporate income tax at the
current rate of 21%, distributions made by the Fund would be taxed as dividends or otherwise treated
as corporate distributions, incurring a second level of tax and there would be no flow-through of items
of income, gain, loss, and deduction.

Publicly Traded Partnership. A “publicly traded partnership” or “PTP” may be taxed as a
corporation in certain circumstances. A PTP is generally defined under the Code as any partnership
whose interests are traded on an established securities market or are readily tradable on a secondary
market or the substantial equivalent thereof. Regulations have been issued (the “Section 7704
Regulations”) that provide guidance with respect to such classification standards, and they include
certain safe harbor standards that, if satisfied, would preclude us or any of our subsidiaries from being
classified as a PTP. Our board of directors does not believe that the units are or will be traded on an
established securities market or a secondary market or a substantial equivalent as defined in the
Section 7704 Regulations.

Income Taxation of the Partnership and Unitholders

General. By reason of our classification as a partnership for U.S. federal income tax purposes,
we will not be a taxable entity for federal income tax purposes. Instead, our items of income, gain, loss,
deduction and credit (if any), and the character of such items (e.g., as interest or dividend income, as
investment interest deductions or as capital gain or ordinary income), generally will flow through to the
unitholders, with each unitholder reporting its distributive share of the items on the unitholder’s federal
income tax return for the taxable year that includes the end of our taxable year. The unitholders will be
taxed on our income regardless of whether they receive distributions from us. Thus, it is possible that a
unitholder could incur income tax liability with respect to its share of our income without receiving a
distribution to pay such liability. In general, cash distributions to a unitholder (including a deemed
distribution from a reduction in the unitholder’s share of our liabilities) will not be taxable except to
the extent distributions during a year exceed the unitholder’s share of our taxable income for the year
and the unitholder’s tax basis in its interest.

We will use the accrual method of accounting to report income and deductions for tax purposes,
will prepare our financial statements using U.S. Generally Accepted Accounting Principles, and will
compute distributions based on actual cash receipts, disbursements, and reserves. We will report on the
basis of a taxable year, which is generally the calendar year, or other taxable period as may be required
by the Code.

63

CMF III-A 11/21-2

Downloaded on April 21, 2022 - This PPM is authorized only for the use by Quinn Morimoto with his/her representative(s).
Stax Capital has not authorized the distribution of this PPM to any other person.



Allocations of Income, Gain, Loss, Deduction, and Credit. Section 704(a) of the Code provides
generally that partnership items of income, gain, loss, deduction and credit are to be allocated among
partners as set forth in the relevant partnership agreement. Section 704(b) provides, however, that if an
allocation does not have “substantial economic effect”, such allocation will instead be made in
accordance with the partner’s interest in the partnership as determined by taking into account all facts
and circumstances. Regulations issued under Section 704(b) of the Code (the “Section 704(b)
Regulations”) provide complex rules for determining (1) whether allocations will be deemed to have
economic effect, (2) whether the economic effect of allocations will be deemed to be substantial, and
(3) whether allocations not having substantial economic effect will nonetheless be deemed to be made
in accordance with a partner’s interest in the partnership.

The Section 704(b) Regulations provide generally that an allocation will be considered to have
economic effect if (1) partners’ capital accounts are determined and maintained in accordance with the
Section 704(b) Regulations; (2) upon liquidation, liquidating distributions are made in accordance with
the positive capital account balances of the partners after taking into account all capital account
adjustments for the year during which such liquidation occurs; and (3) the partnership agreement
contains a “qualified income offset” provision and the allocation in question does not cause or increase
a deficit balance in a partner’s capital account at the end of the taxable year.

Additionally, the economic effect of the allocations of profits and losses must be “substantial,” i.e.,
there must be a reasonable possibility that the allocation will affect the dollar amounts to be received
by partners, independent of tax consequences. The economic effect of an allocation is presumed not
substantial if there is a strong likelihood that the net adjustments to the partner’s capital account will
not differ substantially from the net adjustments that would have been made in the absence of such
allocation, and the total tax liability of the partners for such year is less than it would have been in the
absence of such allocations.

Our limited liability company agreement provides: (1) for the maintenance of capital accounts in
accordance with the Section 704(b) Regulations; (2) upon liquidation, liquidating distributions are
made in accordance with the positive capital account balances of the members after taking into account
all capital account adjustments for the year during which such liquidation occurs; and (3) a “qualified
income offset” provision. Thus, the allocations of our limited liability company agreement should have
economic effect for purposes of the Section 704(b) Regulations. Additionally, our limited liability
company agreement does not provide for allocations that are shifting or transitory within the meaning
of the Section 704(b) Regulations. Furthermore, the allocations set forth in our limited liability
company agreement should satisfy the “overall substantiality test” set forth in the Section 704(b)
Regulations because such allocations will determine the amount of cash proceeds that will be received
by each member upon a liquidation. Therefore, the economic effect of the allocations contained in our
limited liability company agreement should be “substantial.” As a result, the IRS should respect our
allocations of profits, losses and other tax items among the unitholders in accordance with our limited
liability company agreement.

Our board of directors is authorized (but is not required) to comply with the requirements of
Section 514(c)(9) of the Code where available (generally referred to as the “fractions rule”) to avoid
income from debt-financed property being treated as unrelated business taxable income to certain
tax-exempt investors who are “qualified organizations.” See “– Certain Special Considerations for
Tax-Exempt Investors” below.
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Distributions. Cash distributions to unitholders will generally be taxable only to the extent the
amount of the distribution exceeds the adjusted basis of the unitholder’s units. Rather, non-liquidating
distributions are generally treated as a return of capital and reduce the unitholder’s tax basis in its units
by the amount of our adjusted basis in such property immediately before its distribution.

Tax Basis of Units. The tax basis of a unitholder’s units is used to determine if gain or loss is
realized upon a sale of units or upon the receipt of cash distributions. Additionally and as discussed
below, a unitholder is allowed to deduct losses only to the extent of such basis. A unitholder’s basis in
its units initially will equal its cost of its units, increased by the unitholder’s allocable share of our
taxable income and reduced by the unitholder’s allocable share of taxable losses and distributions of
cash and other property to the unitholder (including constructive distributions resulting from a
reduction in the unitholder’s share of our indebtedness), but in no case will the basis fall below zero.

Limitations on Unitholders’ Deduction of Certain Items

Deductibility of Losses and Expenses. As discussed immediately below, the Code imposes
various limitations on the ability of taxpayers to use losses and deductions arising from investments in
entities such as the Fund. Each unitholder should consult with its own tax advisor regarding the
unitholder’s ability to deduct losses allocated to it based on such unitholder’s particular circumstances.
To the extent our operations are conducted through a REIT Subsidiary, losses and expenses of a REIT
Subsidiary will not pass through the REIT to us.

Basis Limitation. A unitholder may not deduct its share of our losses and deductions in excess of
the adjusted basis of the unitholder’s units determined as of the end of the taxable year. Allocated
losses that are not allowed may be carried over indefinitely and claimed as a deduction in a subsequent
year to the extent that such unitholder’s adjusted basis in our units has increased above zero.

Passive Activity Losses. Dividends are not considered to be passive activity income, and
accordingly the pass through to unitholders of qualified REIT dividends from a REIT Subsidiary will
not constitute passive income. However, to the extent we choose to directly or indirectly hold property
outside of a REIT Subsidiary, a unitholder’s indirect interest in such an ownership interest may be
treated as a passive activity and items of income and loss (other than interest income that constitutes
portfolio income) will generally constitute passive activity income and passive activity loss. Losses
from passive activities are generally deductible only to the extent of a unitholder’s income or gains
from passive activities and will not be allowed as an offset against other income, including salary or
other compensation for personal services, active business income or portfolio income.

“At Risk” Limitation. The deductibility of our losses passed through to unitholders is limited
further by the “at risk” limitations set forth in the Code. Unitholders who are individuals, estates, trusts
and certain closely held corporations will not be allowed to deduct losses in excess of the amounts that
such unitholders are determined to have “at risk” at the close of our taxable year. Generally, a
unitholder’s “amount at risk” will include only the amount of its cost of its units. A unitholder’s
“amount at risk” will be reduced by its allocable share of our losses (which may be limited as a result
of the use of REIT Subsidiaries and by distributions made by us) and increased by its allocable share of
our income. Any deductions that are disallowed under this limitation may be carried forward
indefinitely and utilized in subsequent years to the extent that a unitholder’s “amount at risk” is
increased in those years.
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Non-Corporate Loss Limitation. “Excess business losses” for non-corporate taxpayers are
limited for tax years beginning after December 31, 2017, and before January 1, 2026. Excess business
losses are defined as the excess of the taxpayer’s aggregate deductions that are attributable to trades or
businesses of the taxpayer over the excess of aggregate gross income or gain of such taxpayer for the
tax year that is attributable to such trades or businesses, plus $250,000 (or 200% of such amount in the
case of a joint return). This loss limitation would be applied after the application of the passive activity
rules under section 469. Disallowed excess business losses would be treated as a net operating loss
carryforward to the next year. For partnerships and S corporations, the provision would be applied at
the partner or shareholder level.

Limitation on Deductibility of Capital Losses. We may incur capital losses. Capital losses for a
year may only be used to offset capital gains of the unitholder for such year or future years, plus
$3,000 per year for individuals. If a REIT Subsidiary incurs net capital losses, such net capital losses
will not pass through to us.

Organizational Expenses. In general, organizational expenses of a partnership must be
capitalized and may not be deducted by a partnership or its partners. However, a partnership may elect
(i) to deduct organizational expenses of up to $5,000, subject to certain limits, in its first taxable year
and (ii) to amortize any remaining organizational expenses over a 180-month period beginning with the
month in which the partnership begins business. Syndication fees (which would include placement fees
or commissions paid by us), on the other hand, must be capitalized and cannot be amortized or
otherwise deducted. While a unitholder’s share of the placement fees is not deductible, it will become a
part of a unitholder’s tax basis for its units (resulting in a capital loss for a unitholder upon a sale or
other disposition of the units that may offset capital gains allocated to such unitholder in the year of
such sale or disposition, or a reduction in the gain (or increase in the capital loss) upon a sale of the
unitholder’s units).

Limitation on Deductibility of Investment Interest. Except as described herein, interest on any
amount borrowed by an individual unitholder to purchase units (or fund a capital contribution)
generally will be “investment interest,” which will be deductible only to the extent of the unitholder’s
“net investment income.” For this purpose, net investment income will generally include net income
earned with respect to the units and other income from property held for investment (other than income
treated as passive activity income, described below). Qualified dividend income and long-term capital
gain are excluded from the definition of net investment income unless the unitholder makes a special
election to treat such qualified dividend income or capital gain as ordinary income.

Limitation on Deductibility of Business Interest. For taxable years beginning after December 31,
2017, Section 163(j) of the Code provides that a taxpayer’s deduction for net business interest expense
(which excludes investment interest expense) is limited to 30% of adjusted taxable income. Adjusted
taxable income is defined to generally include trade or business income, subject to various other
adjustments. Amounts disallowed under this provision generally can be carried forward. In the
partnership context, the limitation is generally applied at the partnership level with any disallowed
interest allocated to partners and usable by the partners against certain income subsequently allocated to
them by the partnership. There are a number of uncertainties regarding the application of Section 163(j),
including its application in the context of tiered partnerships, its application in the context of a
partnership with both corporate and non-corporate partners, and its interaction with the Section 163(d)
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investment interest limitation. Some or all investors may be affected by this new provision such that
interest deductions that would otherwise have been allowable to such investors are disallowed.

Deduction for Qualified Business Income (including Qualified REIT Dividends). For taxable
years beginning after December 31, 2017, and ending on December 31, 2025. Section 199A to the
Code provides for the deduction of up to 20% of the qualified business income (“QBI”) derived by an
individual, estate or trust from a partnership, S corporation or sole proprietorship. QBI includes for
these purposes, income and gain from certain qualified trades or businesses, but does not include
investment-related income such as net capital gains, dividends, or interest income. A portion of
Qualified REIT Dividends may qualify for the QBI deduction. Dividends passed through from our
REIT Subsidiaries generally qualify as Qualified REIT Dividends, except to the extent that such
dividends are (i) capital gain dividends, or (ii) the Fund or the unitholder has not met a 45-day holding
period with respect to the subsidiary REIT or the Fund, or (iii) the Fund or the unitholder is under an
obligation (pursuant to a short sale or otherwise) to make related payments with respect to positions in
substantially similar or related property. With respect to taxpayers whose income exceeds certain
threshold amounts, (i) the deduction is subject to various limitations, including limitations based on the
wages paid with respect to the trade or business and the adjusted tax basis of certain property held by
the trade or business, and (ii) the deduction is not available with respect to income from certain service
businesses. There can be no assurance that any portion of a unitholder’s allocable share of income or
gain will qualify as QBI.

UNITHOLDERS SHOULD CONSULT WITH THEIR TAX ADVISORS TO DETERMINE
WHETHER THEY QUALIFY FOR THE DEDUCTION UNDER SECTION 199A.

Sale or Exchange of Operating Properties

Character of Income. Operating properties held by us or by a REIT Subsidiary for more than
one year should qualify as assets described in Section 1231 of the Code. Our gains and losses from
Section 1231 property will flow through to and be taken into account as such by the unitholders on
their tax returns. The treatment of gains and losses incurred by a REIT Subsidiary are discussed below
under “— Our REIT Subsidiaries.” In general, if a unitholder’s Section 1231 gains for a year exceed its
Section 1231 losses, such gains and losses are treated as long-term capital gains and losses (except that
a net Section 1231 gain may be ordinary income to the extent of non-recaptured net Section 1231
losses over the preceding five years).

On the other hand, if a unitholder’s Section 1231 gains for a year do not exceed its Section 1231
losses, such gains and losses are treated as ordinary income and loss. In addition, gain on the sale of
property will be ordinary income to the extent the gain represents depreciation or cost recovery
recapture (which in the case of a corporation includes a portion of the gain attributable to straight-line
depreciation of real property).

It is possible that the IRS could take the position that some or all of our investments are inventory
property or property held primarily for sale to customers in the ordinary course of business. Under that
characterization, property held outside of a REIT Subsidiary would not qualify as Section 1231
property, and gain (or loss) on the sale would be ordinary income (or loss). Such property held in a
REIT Subsidiary could be subject to the prohibited transactions tax discussed under “— Our REIT
Subsidiaries.”
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Sale or Exchange of our Units

Units are not transferable without the consent of our board of directors (which consent may not be
unreasonably withheld) and subject to other limitations specified in our limited liability company
agreement. If a unitholder sells its units (or is deemed to do so upon the receipt of payments upon the
admission of unitholders at a subsequent closing or upon our liquidation), gain or loss will generally be
recognized in an amount equal to the difference between (i) the amount realized (the sale proceeds plus
the unitholder’s share of our liabilities of which the unitholder is deemed relieved), and (ii) the
unitholder’s adjusted tax basis in the units. If units have been held for more than one year, any gain or
loss will generally be long-term capital gain or loss. However, under Section 751 of the Code, any
amount received that is attributable to a unitholder’s share of our “unrealized receivables” (which is
defined to include depreciation recapture property) and “substantially appreciated inventory” is treated
as an amount received for a non-capital asset and may result in ordinary income.

Basis Adjustments

Elective Adjustments. Section 754 of the Code provides for an election to adjust the basis of our
property upon the transfer of units so that the transferee would be treated, for purposes of calculating
depreciation and realizing gain, as though it had acquired a direct interest in our assets. The Partnership
Representative has the sole and absolute authority to make such a Section 754 election. If the
Partnership Representative determines not to make a Section 754 election, depreciation available to a
transferee of units will be limited to the transferor’s share of the remaining depreciable basis of our
properties, and upon a sale of a property, taxable income or loss to the transferee of units will be
measured by the difference between its share of the amount realized upon such sale and its share of our
tax basis in the property, which may result in greater tax liability than if a Section 754 election had
been made. The absence of such a Section 754 election could result in unitholders having greater
difficulty in selling their units. However, to the extent property is held through a REIT Subsidiary, a
Section 754 election will only result in an increase in the basis in such transferee unitholder’s share of
the basis of our interests in the REIT Subsidiary, which would decrease the gain or increase the loss on
our disposition or liquidation of such REIT Subsidiary, but would have no effect on the transferee
unitholder’s indirect proportionate share of the REIT Subsidiary’s basis in its assets and thus no impact
on current depreciation or income of the REIT Subsidiary, and thus no impact on the portion of the
distributions from the REIT Subsidiary that are classified as ordinary income, capital gain income, or
return of capital.

Mandatory Adjustments. Upon certain transfers of units, Section 743 of the Code may require us
to adjust the tax basis in our assets. Any such adjustment (which is personal to the transferee) could
result in us allocating less depreciation or loss (in the case of property held other than through a REIT
Subsidiary) or more income or gain to a transferee of units than would have been allocable to them in
the absence of any adjustment. Any transferee will also be required to bear the reasonable costs of
complying with Section 743 of the Code.
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Additional Federal Income Taxes

Alternative Minimum Tax Consequences. Prospective unitholders that are subject to the
alternative minimum tax (the “AMT”) should consider the tax consequences of an investment in units
in view of their AMT position, taking into account the special rules that apply in computing the AMT,
including the special limitations as to the use of net operating losses and the deduction for QBI and, in
the case of individual taxpayers, the complete disallowance of miscellaneous itemized deductions and
deductions for state and local taxes.

Medicare Tax on Net Investment Income. The Health Care and Education Reconciliation Act of
2010 requires certain U.S. unitholders who are individuals, estates or trusts to pay a 3.8% Medicare tax
on “net investment income,” which generally includes interest, dividends, annuities, royalties, rents
and capital gains, subject to certain exceptions. Such income received directly or via a pass-through
entity such as us generally will be subject to this tax to the extent that a U.S. unitholder’s adjusted
gross income exceeds a certain threshold. You should consult your tax advisor regarding the effect, if
any, of the Medicare Tax on taxable income arising from ownership and disposition of units.

Certain Special Considerations for Tax-Exempt Investors

Tax-exempt organizations generally are subject to federal income tax on unrelated business taxable
income (“UBTI”). We expect to conduct substantially all of our operations through the REIT
Subsidiaries, which would effectively block UBTI for such investors subject to the limitations
contained below.

With respect to our ownership of the REIT Subsidiaries, neither ordinary nor capital gain
distributions nor gain from the sale of the shares of any such REIT Subsidiary should generally
constitute UBTI to a tax-exempt investor. However, there are certain exceptions to this rule. In
particular:

• part of the income and gain recognized by certain qualified employee pension trusts may
be treated as UBTI if the shares of any REIT Subsidiary are predominantly held by
qualified employee pension trusts, such REIT Subsidiary is required to rely on a special
look-through rule for purposes of meeting one of the REIT share ownership tests, and the
REIT Subsidiary is not otherwise operated in a manner to avoid treatment of such income
or gain as UBTI;

• part of the income and gain recognized by a tax exempt unitholder with respect to the
shares of any REIT Subsidiary would constitute UBTI if such tax-exempt investor incurs
debt in order to acquire its units; and

• part or all of the income or gain recognized with respect to the shares of any REIT
Subsidiary by unitholders that are social clubs, voluntary employee benefit associations,
supplemental unemployment benefit trusts and qualified group legal services plans which
are exempt from federal income taxation under Sections 501(c)(7), (9), (17) or (20) of the
Code may be treated as UBTI.

To the extent that assets are held outside of a REIT Subsidiary, if, as anticipated, we use leverage
to finance our assets, a portion of our income will be UBTI under the debt-financed property rules of
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Section 514 of the Code, absent a specifically codified exception from UBTI in the Code. This could
happen, for example, if the Fund acquired a portfolio of properties with the intent of retaining less than
all such properties. In such case, the Fund may acquire those properties it wishes to retain through the
REIT Subsidiary but hold the properties it desires to dispose of outside of a REIT Subsidiary.

Debt-financed property includes property for which there is “acquisition indebtedness.”
“Acquisition indebtedness” for these purposes is the amount of any indebtedness incurred directly or
indirectly to acquire or improve property, including indebtedness incurred before or after the
acquisition or improvement of property if such indebtedness would not have been incurred but for the
acquisition or improvement of the property.

To the extent the Fund recognizes income from any assets with respect to which there is
“acquisition indebtedness” during a taxable year (again, for the sake of clarity, other than through a
REIT Subsidiary), the percentage of such income that will be treated as UBTI generally will be based
on the percentage that the “average acquisition indebtedness” incurred with respect to such asset is of
the “average amount of the adjusted basis” of such asset during the taxable year. Indebtedness incurred
by an exempt organization to acquire or to carry its interest in the Fund as a unitholder will also be
treated as “acquisition indebtedness” for these purposes.

To the extent the Fund recognizes gain from an asset with respect to which there is “acquisition
indebtedness” at any time during the twelve-month period ending with the date of the asset’s
disposition, the percentage of such gain that will be treated as UBTI will be based on the percentage
that the highest amount of such “acquisition indebtedness” is of the “average amount of the adjusted
basis” of such asset during such period.

A potentially relevant exception to the application of the debt-financed property rules is the
exception for real property (not including debt) acquired by a “qualified organization” within the
meaning of Section 514(c)(9)(C) of the Code. “Qualified organizations” generally include qualified
trusts under Section 401 of the Code, certain educational organizations, and certain corporations and
trusts formed for the exclusive purpose of acquiring and holding real property and distributing all of
the income derived therefrom to its shareholders or beneficiaries. This exception may apply where a
qualified organization is a partner in a partnership that holds real property (not including debt),
provided certain additional requirements are met with respect to the partnership.

The board of directors may, but is not required to, attempt to cause us to meet the requirements of
Section 514(c)(9) of the Code with respect to the unitholders that are “qualified organizations.”
However, it is possible that the IRS could take the position that the requirements of that provision do
not apply to certain of the Fund’s assets, or that our limited liability company agreement does not meet
the additional requirements imposed by Section 514(c)(9) of the Code where real property is held by a
partnership. Among the many requirements to be met is the “fractions rule” under which a partnership
cannot allocate overall partnership income to a qualifying tax-exempt unitholder more than such
unitholder’s smallest percentage share of overall partnership loss for a taxable year. Even if we are able
to comply with the “fractions rule,” tax-exempt investors may have UBTI from assets not held by a
REIT Subsidiary. The board of directors is not required to structure investments to meet such
“fractions rule” requirements. While the REIT Subsidiaries are contemplated to hold substantially all
of our assets, the board of directors has discretion to acquire and structure transactions that may be
held outside of the REIT Subsidiaries. Accordingly, tax-exempt investors that are not “qualified
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organizations” will have, and “qualified organizations” may have, UBTI (subject to tax at corporate
rates) from assets that are acquired and not held through REIT Subsidiaries.

The board of directors may (but is not required to) elect to structure its operations to reduce or
eliminate UBTI for some or all tax-exempt investors and may elect to use a UBTI blocker.
Notwithstanding the foregoing, certain investments may have UBTI from sources such as parking
revenue and incidental services income from services provided to guests, and other investments that
the board of directors decides to cause us to acquire may be of a type that generate primarily UBTI
(such as inventory-type property).

The board of directors will not be liable for the recognition of any UBTI by a unitholder with
respect to its investment. Notwithstanding the anticipated use of a REIT Subsidiary for substantially all
of our activities, some of our income may nevertheless constitute UBTI.

THE POTENTIAL FOR HAVING INCOME CHARACTERIZED AS UBTI MAY HAVE A
SIGNIFICANT EFFECT ON ANY INVESTMENT IN UNITS BY A TAX-EXEMPT ENTITY.
TAX-EXEMPT INVESTORS SHOULD CONSULT THEIR OWN TAX ADVISORS REGARDING
THE FEDERAL, STATE, LOCAL, AND FOREIGN TAX CONSIDERATIONS APPLICABLE TO
AN INVESTMENT IN UNITS, INCLUDING ALL ASPECTS OF UBTI.

In addition, as a result of us having one or more tax-exempt unitholders, the assets held directly or
indirectly by us that are not held through a REIT Subsidiary may constitute “tax-exempt use property”
under Section 168(h)(6) of the Code if each unitholder is not allocated the same distributive share of
each item of income, gain, loss, deduction, credit and basis and such share does not remain the same
during the entire period such unitholder is a unitholder. Depreciable property that constitutes
“tax-exempt use property” may be subject to a longer recovery period, and certain losses resulting from
the leases of such property to a tax-exempt entity may also be deferred or denied for federal income tax
purposes. Such characterization of our assets as “tax-exempt use property” may have a negative impact
on the rate of return from the investment in such property for taxable investors, although such negative
impact is not expected to be significant.

Our REIT Subsidiaries

General. We expect to acquire substantially all of our investments through entities expected to
qualify as REITs for federal income tax purposes (“REIT Subsidiaries”). Although we expect to hold
substantially all of our investments through REIT Subsidiaries, the board of directors has the right to
structure our acquisition and operation of investments as it deems appropriate and, because of the
complexity and cost of a REIT structure and the nature of certain investments, may decide (in its sole
and absolute discretion) not to hold certain investments through REIT Subsidiaries.

The sections of the Code that relate to the qualification and operation of each of our REIT
Subsidiaries as a REIT are highly technical and complex. The following discussion sets forth the
material aspects of the sections of the Code that govern the U.S. federal income tax treatment of a
REIT and its shareholders.

Election. Our REIT Subsidiaries will elect to be taxed as REITs under Sections 856 through 860
of the Code, effective beginning with the first year in which such REIT Subsidiary commences
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material operations. However, no assurance can be given that each REIT Subsidiary will be operated in
a manner so as to remain qualified as a REIT. In addition, future legislation may cause a REIT to be a
less advantageous form of organization for tax purposes for companies that invest in the types of real
estate assets in which we intend to invest. The board of directors may elect not to utilize a REIT
Subsidiary to hold our investments or may revoke or otherwise terminate a REIT Subsidiary’s status as
a REIT, if the board of directors determines that it is in our and our unitholders’ best interests to do so.

Taxation of a REIT. Our REIT Subsidiaries which qualify for taxation as REITs will not be
subject to U.S. federal corporate income tax on the REIT taxable income that is distributed currently to
us. In any year in which a REIT Subsidiary qualifies as a REIT and has a valid election in place, it will
claim deductions for the dividends paid to us, and therefore will not be subject to federal income tax on
the portion of its taxable income or capital gain that is distributed. It is our intent to cause each REIT
Subsidiary to distribute at least 90% of its REIT taxable income for this purpose. Qualification for
taxation as a REIT enables the REIT and its shareholders to substantially eliminate the “double
taxation” (that is, taxation at both the corporate and shareholder levels) that generally results from an
investment in a regular “C” corporation. However, any net operating losses, foreign tax credits and
other tax attributes of our REIT Subsidiaries generally do not pass through to our unitholders, subject
to special rules for certain items such as the capital gains recognized by our REIT Subsidiaries.

Nevertheless, a REIT Subsidiary will be subject to federal tax in the following circumstances,
among others:

• It will be taxed at normal corporate rates on any taxable income, including net capital gain,
which is not distributed to us.

• It will be subject to a non-deductible excise tax if it fails to currently distribute the sum of
(i) 85% of its REIT ordinary income for the calendar year, (ii) 95% of its REIT capital gain
net income for the calendar year, and (iii) 100% of its undistributed income from prior
years.

• It will be subject to a 100% tax on income from “prohibited transactions” as defined in the
Code, such as the sale of property held as inventory or otherwise held primarily for sale to
customers in the ordinary course of business (unless certain safe harbors apply).

In addition, each REIT Subsidiary and its subsidiaries may be subject to a variety of taxes,
including state and local and foreign income, property and other taxes on their assets and operations.

Qualification as a REIT. In order for our REIT Subsidiaries to qualify to make an election to be
taxed as a REIT, they must meet a number of qualifications. The rules governing qualification as a
REIT are highly technical and complex and subject to change. Some of the qualifications which must
be met by our REIT Subsidiaries include the following:

• It must be beneficially owned by 100 or more persons (determined without reference to
any rules of attribution);

• Not more than 50% of the value of its outstanding shares can be owned, actually or
constructively, by 5 or fewer persons (as determined by applying certain attribution rules);
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• At least 75% of its gross income (with certain exceptions) must be derived from rental
income from real property, dividends and distributions from other REITs, gain from the
sale of real property (not held for sale to customers), and interest on mortgage loans;

• For rents to qualify under this test, the REIT must not operate or manage the property, or
render services to tenants, other than through an independent contractor who is adequately
compensated and through whom the REIT does not derive revenue (subject to certain
exceptions); and

• At least 95% of its gross income (with certain exceptions) must be derived from some
combination of income that qualifies under the 75% test, plus other dividends, interest and
gain from the disposition of stock or other securities (in either case, not held for sale to
customers).

If a REIT Subsidiary fails to satisfy either the 95% gross income test or the 75% gross income test,
it will lose its REIT status unless the failure is due to reasonable cause and not willful neglect. In that
event, a penalty tax would be imposed on the REIT Subsidiary by reference to the amount by which it
failed the 75% or 95% gross income test (whichever amount is greater).

Taxation of REIT Income Passed Through to U.S. Unitholders. Unitholders will be allocated
their share of the dividend income we receive from a Subsidiary REIT. However, unlike a partnership,
items of income, gain, loss, expense, and credit do not flow through from a Subsidiary REIT to us or
the unitholders; the unitholders will only be allocated dividend income from the Subsidiary REIT,
which will qualify as either ordinary income or capital gain income. As long as an entity qualifies as a
REIT under the Code, dividends it makes to its U.S. shareholders out of current or accumulated
earnings and profits (and not designated as capital gain dividends) will be taken into account by such
shareholders as ordinary income, and corporate shareholders will not be eligible for the dividends
received deduction as to such amounts. Dividends will not generally be eligible to be taxed at the
preferential dividend income tax rates applicable to individuals who receive “qualified dividends” from
taxable C corporations.

Dividends paid by a REIT that are designated as capital gain dividends will be taxed as long-term
capital gains (to the extent they do not exceed the REIT’s actual net capital gain for the taxable year)
without regard to the period for which the shareholder has held its securities. However, corporate
shareholders may be required to treat up to 20% of certain capital gain dividends as ordinary income.
Dividends in excess of current and accumulated earnings and profits will not be taxable to a
shareholder to the extent that they do not exceed the adjusted basis of the shareholder’s securities, but
rather will reduce the adjusted basis of such securities. To the extent that such dividends exceed the
adjusted basis of a shareholder’s securities, they will be treated as gain from the sale of the securities
(which gain will be capital gain, assuming the securities are a capital asset in the hands of the
shareholders and will be long-term or short-term capital gain depending on how long the shareholder
has held the securities).

In general, a U.S. unitholder who is not a dealer in securities will realize capital gain or loss upon
the Fund’s sale or other taxable disposition of its shares in a REIT in an amount equal to the difference
between the sum of the fair value of any property and the amount of cash received in such disposition
and the Fund’s adjusted tax basis in the REIT shares at the time of the disposition. The IRS has the
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authority to prescribe, but has not yet prescribed, regulations that would apply a capital gain tax rate of
25% (which is generally higher than the long-term capital gain tax rates for non-corporate
shareholders) to a portion of a capital gain realized by a non-corporate shareholder on the sale of
securities that would correspond to a REIT’s “unrecaptured Section 1250 gain.” Gains recognized by
unitholders that are corporations are subject to federal income tax at a maximum rate of 21%, whether
or not classified as long-term capital gains.

Certain Special Considerations for Non-U.S. Unitholders

General. As used in this section, the term “non-U.S. unitholder” means a unitholder that is not
for United States federal income tax purposes (a) a citizen or resident of the United States; (b) a
corporation or partnership (including an entity treated as a corporation or a partnership for U.S. federal
income tax purposes) created or organized in or under the laws of the United States, any state thereof
or the District of Columbia (unless Treasury regulations are adopted that provide otherwise); (c) an
estate whose income is subject to United States federal income tax regardless of its source; or (d) a
trust, if (i) a court within the United States is able to exercise primary supervision over the
administration of the trust, and (ii) one or more United States persons have the authority to control all
substantial decisions of the trust.

The following summary of special considerations applicable to a non-U.S. unitholder does not
discuss all of the U.S. federal income tax consequences that may be relevant to a non-U.S. unitholder.
The rules applicable to the tax treatment of a non-U.S. unitholder’s investment in the Fund will depend
upon such factors as the residence or citizenship of the non-U.S. unitholder, whether the non-U.S.
unitholder is a resident of a country with which the U.S. has a tax treaty, and, if the non-U.S.
unitholder is not an individual, the form of entity. ACCORDINGLY, EACH NON-U.S.
UNITHOLDER SHOULD CONSULT ITS OWN ADVISORS REGARDING ALL OF THE
FEDERAL, STATE, LOCAL AND FOREIGN TAX CONSEQUENCES RELATING TO AN
INVESTMENT IN US BASED ON EACH UNITHOLDER’S SPECIFIC CIRCUMSTANCES.
NEITHER THE BOARD OF DIRECTORS NOR THE ADVISOR NOR ANY AFFILIATE
THEREOF NOR COUNSEL FOR ANY OF THE FOREGOING IS PROVIDING ANY TAX
ADVICE TO ANY PROSPECTIVE NON-U.S. UNITHOLDER.

Withholding From Allocable Share of Fund’s Income. A 21% federal withholding tax (37% if
the non-U.S. unitholder is not a corporation) generally will be imposed on a non-U.S. unitholder’s
allocable share of any of our taxable income that is “effectively connected” with a U.S. trade or
business (whether or not such income is distributed) and any amount designated as a capital gain
dividend by a REIT Subsidiary. In addition, any fixed, determinable, annual or periodical income (such
as interest and dividend income) that is not effectively connected with a U.S. trade or business and not
designated as a capital gain dividend by a REIT Subsidiary will be subject to a 30% federal
withholding tax. Such withholding tax may be reduced or eliminated under any applicable income tax
treaty between the United States or under the “portfolio interest” rules contained in Code Section 871
or 881. Amounts withheld may be claimed as a credit against such unitholder’s substantive U.S. tax
liability. We may deduct amounts withheld from any distribution otherwise payable to such
unitholders. To the extent the withholding on behalf of a unitholder exceeds the amount that would be
distributed to it, such excess shall be treated as a demand loan made by us to such unitholder that will
bear an annual interest rate equal to ten percent (10%). Each unitholder generally will be personally
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liable to us with respect to any withholding tax not satisfied out of that unitholder’s share of any
distributions by us, plus interest if not repaid on demand

FIRPTA. Under the Foreign Investment in Real Property Tax Act of 1980 (“FIRPTA”), a
non-U.S. unitholder generally will incur tax on distributions that we receive that are attributable to gain
from a REIT Subsidiary’s sale or exchange of a “United States real property interest” (a “USRPI”) or
our disposition of a REIT Subsidiary. Such gains may be subject to federal income tax of up to 35% of
the amount of such gains and subject to withholding of 15% of the total amount realized on the
disposition.

Foreign Accounts and FATCA. The Foreign Account Tax Compliance Act, commonly referred
to as FATCA, currently imposes a 30% withholding tax on certain U.S. source passive payments to
“foreign financial institutions” and certain other non-U.S. entities. Under FATCA, the failure to
comply with additional certification, information reporting and other specified requirements could
result in withholding tax being imposed on payments of dividends and sales proceeds to U.S.
unitholders who own units through foreign accounts or foreign intermediaries and certain non-U.S.
unitholders. Prospective unitholders should consult their tax advisors regarding the application of
FATCA to an investment in the Fund.

State and Local Taxes

The foregoing discussion does not address the state and local tax consequences of an investment in
us, and prospective unitholders again are urged to consult their own advisors with respect thereto.

Unitholders may be subject to state and local taxes, and may be required to file returns in
jurisdictions in which we may be deemed to be doing business or own property or in which our income
is otherwise sourced. However, to the extent that we are doing business or own property through a
REIT Subsidiary, such REIT Subsidiary would have such state filing requirement, and unitholders
would generally not have a filing requirement. It should also be noted that we may be subject to entity-
level taxation in certain jurisdictions if we are considered to be engaged in business therein.

Administrative Matters

Partnership Tax Returns. We will file an annual federal informational tax return, Form 1065,
reporting operations for each taxable year or taxable period to the IRS and, after each taxable year or
taxable period, will provide unitholders with the information on Schedule K-1 to Form 1065 necessary
to enable them to include in their tax returns the tax information arising from their investments in us.
Section 6222 of the Code requires that the unitholders file their returns in a manner consistent with the
treatment of the items on our returns, unless a statement is filed with the IRS identifying the
inconsistency.

Audits and Adjustments to Tax Liability. Under new audit rules, generally effective for
partnership taxable years beginning after December 31, 2017, if a partnership’s taxable year is audited
by the IRS, then both the partners and the partnership will be bound by the actions taken by the
partnership representative. Our limited liability company agreement specifies that Thomas Guard, our
CFO, is designated as the initial “partnership representative.”
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Under the new audit rules, any adjustment to a partnership’s items of income, gain, loss, deduction,
or credit (and any partner’s distributive share of such adjustment), together with taxes and penalties
associated with such adjustment, are assessed and collected at the partnership level, rather than the
partner level. The new rules determine any imputed underpayment by netting each partner’s
adjustments of income, gain, loss, deduction, or credit and multiplying the net adjustment by the
highest tax rate in effect for the year under audit (the “Reviewed Year”). Since the Reviewed Year’s
highest tax rate is applied regardless of the individual partners’ tax rate, the partnership may be liable
for higher amounts than if the adjustments were made at the partner level. Under the new rules, the
partnership will take the adjustment into account in the “Adjustment Year” – the year that the audit or
judicial review is complete. As such, the economic burden of an adjustment (and any related penalties)
could be shifted from those who were partners in the partnership during the Reviewed Year to the
partnership’s partners as of the Adjustment Year (although partners will not be held jointly and
severally liable for a partnership’s tax liability).

We may make an election pursuant to Section 6226 of the Code to require each person who was a
unitholder during a Reviewed Year to personally bear any tax, interest, and penalty resulting from
adjustments based on such audit. By subscribing for units, each unitholder agrees to the foregoing,
even if such person is no longer a unitholder (unless a substitute unitholder has agreed to bear such
liability in an appropriate transfer document). Furthermore, if we are unable (or otherwise fail) to make
an election under Section 6226 of the Code and becomes subject to an entity-level tax, our limited
liability company agreement provides that each unitholder agrees to bear its proportionate share of the
liability, even if such person is no longer a unitholder (unless a substitute unitholder has agreed to bear
such liability in an appropriate transfer document).

Tax Shelter Regulation. It is not expected that we will be required to register as a tax shelter.

Possible Tax Law Changes

The foregoing discussion is only a summary and is based upon existing federal income tax law.
Unitholders should recognize that the federal income tax treatment of an investment in units may be
modified at any time by legislative, judicial or administrative action. Any such changes may have a
retroactive effect with respect to existing transactions and investments and may modify the statements
made above. Unitholders are urged to consult with their own tax advisor with respect to the impact of
recent legislation, including the Tax Act, on their investment in the units. THE FOREGOING
DISCUSSION SHOULD NOT BE CONSIDERED TO DESCRIBE FULLY THE FEDERAL
INCOME TAX CONSEQUENCES OF AN INVESTMENT IN UNITS. UNITHOLDERS ARE
STRONGLY ADVISED TO CONSULT WITH THEIR TAX ADVISORS WITH RESPECT TO THE
FEDERAL, STATE, LOCAL AND FOREIGN INCOME TAX CONSEQUENCES OF AN
INVESTMENT IN UNITS.
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Investment by Certain Tax-Exempt Entities and ERISA Considerations

The following is a summary of some considerations associated with an investment in our units by
tax-qualified pension, stock bonus or profit-sharing plans and other employee benefit plans described
in Section 3(3) of ERISA, annuities described in Section 403(a) or (b) of the Code, individual
retirement account or annuity described in Section 408 or 408A of the Code, an Archer MSA described
in Section 220(d) of the Code, a health savings account described in Section 223(d) of the Code, or a
Coverdell education savings account described in Section 530 of the Code (collectively, “plans and
IRAs”). This summary is based on provisions of ERISA and the Code, each as amended through the
date of this memorandum, and the relevant regulations, opinions and other authority issued by the
Department of Labor and the IRS through the date of this memorandum. We cannot assure you that
there will not be adverse tax or labor decisions or legislative, regulatory or administrative changes that
would significantly modify the statements expressed herein. Any such changes may apply to
transactions entered into prior to the date of their enactment.

In general, any individual making an investment decision with respect to plans or IRAs should
consider applicable provisions of the Code and ERISA. While each of the Code and ERISA issues
discussed below may not apply to all plans and IRAs, individuals involved with making investment
decisions with respect to plans and IRAs should carefully review the rules and exceptions described
below, and determine their applicability to their situation. Our acceptance of an investment by any plan
or IRA should not be considered to be a determination or representation by us or any of our respective
affiliates that such an investment is appropriate for such plan or IRA.

In general, individuals making investment decisions with respect to plans and IRAs should, at a
minimum, consider:

• whether the investment is consistent with the fiduciary and other the applicable provisions
of ERISA, the Code, and other applicable laws;

• whether, under the facts and circumstances pertaining to the plans and IRAs in question,
the individual’s responsibility to the plan or IRA has been satisfied;

• whether the investment will produce UBTI to the plan or IRA (see “Material U.S. Federal
Income Tax Considerations”);

• the need to value the assets of the plan or IRA annually or more frequently in accordance
with ERISA and the Code requirements and any applicable provisions of the plan or IRA;

• whether the investment satisfies the prudence and diversification and other fiduciary
requirements of ERISA, if applicable, and all other applicable provisions of ERISA and
the Code;

• whether there is sufficient liquidity for the plan or IRA, considering the minimum and
other distribution and withholding requirements under the Code and the liquidity needs of
such plan or IRA, after taking this investment into account;

• whether the investment is in accordance with the documents and instruments governing
such plan or IRA, including its trust and custodial agreements;
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• whether the investment would constitute or give rise to a prohibited transaction under
ERISA or the Code, if applicable, or other applicable laws; and

• whether the assets of the entity in which the investment is made will be treated as “plan
assets” of the plan or IRA investor under ERISA.

Additionally, individuals making investment decisions with respect to plans and IRAs must
remember that ERISA requires that, with certain exceptions, the assets of an employee benefit plan be
held in trust and that the trustee, or a duly authorized named fiduciary or investment manager, have
exclusive authority and discretion to manage and control the assets of the plan.

Fiduciary Obligations — Prohibited Transactions

Any person identified as a “fiduciary” with respect to a plan or IRA incurs duties and obligations
under ERISA and/or the Code as discussed herein. For purposes of ERISA, a person generally is a
fiduciary with respect to a plan if, among other things, the person has discretionary authority or control
with respect to plan assets or provides investment advice (direct or indirect) for a fee with respect to
plan assets.

In the event that we are deemed to hold plan assets of a plan or IRA, our management could be
characterized as fiduciaries with respect to such plan or IRA, and each would be deemed to be a
“party-in-interest” under ERISA and a “disqualified person” under the Code with respect to an
investing plan or IRA. Irrespective of whether we are deemed to hold plan assets, if we or our affiliates
are affiliated with a plan or IRA investor, we might be a “disqualified person” or “party-in-interest”
with respect to such plan or IRA investor, resulting in a prohibited transaction merely upon investment
by such plan or IRA in our units. Additionally, our management would be treated as fiduciaries with
respect to each plan or IRA unitholder and an investment in our units might constitute an ineffective
delegation of fiduciary responsibility to our advisor and expose the fiduciary of an investing plan to
co-fiduciary liability under ERISA for any breach by our advisor of the fiduciary duties mandated
under ERISA. Further, if our assets are deemed to be “plan assets,” an investment by an IRA in our
units might be deemed to result in an impermissible commingling of IRA assets with other property.

If our advisor or its affiliates were treated as fiduciaries with respect to plan or IRA unitholders,
the prohibited transaction restrictions of ERISA and the Code would apply to any transaction involving
our assets. These restrictions could, for example, require that we avoid transactions with persons who
are affiliated with or related to us or our affiliates or require that we restructure our activities in order
to obtain an administrative exemption from the prohibited transaction restrictions. Alternatively, we
might have to provide plan or IRA unitholders with the opportunity to sell their units to us or we might
dissolve.

Plan Asset Considerations

In order to determine whether an investment in our units by a plan or IRA creates or gives rise to
the potential for either prohibited transactions or a commingling of assets as referred to above, an
individual making an investment decision must consider whether an investment in our units will cause
our assets to be treated as assets of the investing plan or IRA. Section 3(42) of ERISA and the Plan
Assets Regulation define the term “plan assets,” which includes certain express exceptions.
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Under the Plan Assets Regulation, the assets of an entity in which a plan or IRA makes an equity
investment will generally be deemed to be assets of the plan or IRA, unless one of the exceptions to
this general rule applies. Generally, the exceptions require that the investment in the entity be one of
the following:

• securities issued by an investment company registered under the Investment Company Act;

• “publicly offered securities” (generally defined as interests that are “freely transferable,”
“widely held,” and registered with the Securities and Exchange Commission);

• an “operating company,” which includes “venture capital operating companies” and “real
estate operating companies;” or

• an investment in which equity participation by “benefit plan investors” is “not significant.”

We believe that we will satisfy one or more of the exceptions described below:

Exception for Insignificant Participation by Benefit Plan Investors. The Plan Assets
Regulation provides that the assets of an entity will not be deemed to be the assets of a plan or IRA if
equity participation in the entity by “benefit plan investors,” including plans and IRAs, is not
“significant.” The plan assets regulation provides that equity participation in an entity by “benefit plan
investors” is “significant” if at any time 25% or more of the value of any class of equity interest is held
by “benefit plan investors.” The term “benefit plan investors” is defined for this purpose under ERISA
Section 3(42) to mean any employee benefit plan subject to Part 4 of Subtitle B of Title I of ERISA,
any plan to which Section 4975 of the Code applies, and any entity whose underlying assets include
plan assets by reasons of a plan’s investment in such entity. In calculating the value of a class of equity
interests, the value of any equity interests held by us or any of our affiliates must be excluded. We do
not intend to limit equity participation in our securities by benefit plan investors to less than 25% of the
total value of each class of our equity securities. Accordingly, our assets may be deemed “plan assets”
under ERISA, which could severely restrict our operations or subject us to fines if ownership by
benefit plan investors of any class of our equity securities is “significant” (as defined above) and we do
not qualify for another exception. If we determine that participation by benefit plan investors equals or
exceeds 25% of the total value of any class of our equity securities, and we do not qualify for another
exception, our limited liability company agreement allows us to redeem unitholders in sufficient
quantities to reduce benefit plan investor participation so that it is no longer “significant.” The
redemption would be for the full purchase price paid for each such unit, and may be payable in cash.

Exception for Operating Companies. The Plan Assets Regulation provides an exception with
respect to securities issued by an “operating company,” which includes a “real estate operating
company” or a “venture capital operating company.” Generally, we will be deemed to be a real estate
operating company if during the relevant valuation periods at least 50% of our assets are invested in
real estate that is managed or developed, and with respect to which we have the right to participate
substantially in management or development activities. To constitute a venture capital operating
company, 50% or more of our assets must be invested in “venture capital investments” during the
relevant valuation periods. A “venture capital investment” is an investment in an operating company
(other than a venture capital operating company but including a “real estate operating company”) as to
which the investing entity has or obtains direct management rights. If an entity satisfies these
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requirements on the date it first makes a long-term investment (the “initial investment date”), or at any
time during the entity’s first annual valuation period, it will be considered an operating company for
the entire period beginning on the initial investment date and ending on the last day of the first annual
valuation period. Because this is a blind pool offering, we cannot assure you that we will be a real
estate operating company or a venture capital operating company within the meaning of the Plan
Assets Regulation. However, we intend to structure and operate so that we qualify as a “venture capital
operating company” investing in a series of other “operating companies,” as defined in the Plan Assets
Regulation. Specifically, we believe that each single purpose entity that we establish that owns one or
more real properties will qualify as a “real estate operating company” for ERISA purposes.
Accordingly, we do not expect to be subject to regulation under ERISA or similar provisions of the
Code.

Other Prohibited Transactions

Regardless of whether the units qualify for any of the above exceptions under the Plan Assets
Regulation, a prohibited transaction could occur if we, our advisor, any selected broker-dealer or any
of their affiliates is a fiduciary (within the meaning of Section 3(21) of ERISA) with respect to any
plan or IRA purchasing our units. Accordingly, unless an administrative or statutory exemption
applies, units should not be purchased by a plan or IRA with respect to which any of the above persons
is a fiduciary. A person is a fiduciary with respect to a plan under Section 3(21) of ERISA if, among
other things, the person has discretionary authority or control with respect to the plan or “plan assets”
or provides investment advice for a fee with respect to “plan assets.”

Annual or More Frequent Valuation Requirement

A fiduciary of a plan subject to ERISA may be required to determine the fair market value of the
assets of such plan on at least an annual basis and, sometimes, as frequently as daily. If the fair market
value of any particular asset is not readily available, the fiduciary is required to make a good faith
determination of that asset’s value. Currently, neither the IRS nor the Department of Labor has
promulgated regulations specifying how “fair market value” should be determined for these purposes.

It is not expected that a public market for our units will develop. To assist fiduciaries of plans
subject to the annual reporting requirements of ERISA and IRA trustees or custodians to prepare
reports relating to an investment in our units, we estimate that the net asset value of our units will be
per share Capital Contribution Account. However, we do not expect to periodically conduct any
appraisals or valuations of our investments or publish an estimated fair value per share. Accordingly, if
you are a fiduciary of a benefit plan governed by ERISA or Section 4975 of the Code, you should
confirm the requirements that may be applicable to you regarding the valuation of your plan’s
investments and ascertain whether an investment in our units is suitable for your plan.

Our investments in REIT Subsidiaries will be difficult to value, particularly to the extent that their
underlying investments are not publicly traded. If we do prepare any estimates of fair value beyond
those based on the offering price, there can be no assurance, with respect to any estimate of value that
we prepare, that:

• the estimated value per share would actually be realized by our unitholders upon
liquidation, because, among other reasons, these estimates do not necessarily indicate the
price at which properties can be sold;
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• our unitholders would be able to realize estimated net asset values if they were to attempt
to sell their units, because no public market for our units exists or is likely to develop;

• that the value, or method used to establish value, would be sufficient to enable an ERISA
fiduciary or an IRA custodian or trustee to comply with ERISA or Code requirements
described above, and the Department of Labor or the IRS might determine that a plan
fiduciary or IRA custodian or trustee is required to take further steps to determine value; or

• that the value, or method used to establish value, will comply with any contractual
agreements that may exist with any third party administrator or IRA custodian or trustee.

Minimum and Other Distribution Requirements — Plan Liquidity

Potential plan or IRA investors who intend to purchase our units should consider the limited liquidity
of an investment in our units as it relates to the minimum distribution requirements under the Code, if
applicable, and as it relates to other distributions (such as, for example, cash out distributions) that may
be required under the terms of the plan or IRA and the Code from time to time. If mandatory or other
distributions are required to be made to the participant or beneficiary of such IRA or plan pursuant to the
Code, then this might require that a distribution of units be made in kind to such participant or beneficiary
or that a rollover of such units be made to an IRA or other plan. Such an in kind distribution of units may
not be permissible under the terms and provisions of the IRA or plan making the distribution or rollover
or the IRA or plan receiving the rollover, or under applicable federal or state securities laws. Even if
permissible, a distribution of units in kind to a participant or beneficiary of an IRA or plan must generally
be included in the federal taxable income of the recipient for the year in which the units are received at
the then current fair market value of the units, even though there would be no corresponding cash
distribution with which to pay the income tax liability arising because of the distribution of units. The fair
market value of any such distribution-in-kind can be only an estimated value per share because no public
market for our units exists or is likely to develop. Further, there can be no assurance that such estimated
value could actually be realized by a unitholder because estimates do not necessarily indicate the price at
which our units could be sold. Also, for distributions subject to mandatory income tax withholding under
Section 3405 or other tax withholding provisions of the Code, the trustee of a plan may have an
obligation to liquidate a portion of the in-kind units distributed in order to satisfy such withholding
obligations, although there might be no market for such units. There may also be similar state and/or
local tax withholding or other tax obligations that should be considered.

Rules Applicable to Foreign, Governmental and Church Plans

As a general rule, certain employee benefit plans, including foreign pension plans, governmental
plans established or maintained in the United States (as defined in Section 3(32) of ERISA), and
certain church plans (as defined in Section 3(33) of ERISA), are not subject to ERISA and are not
“benefit plan investors” within the meaning of the Plan Assets Regulation. Any such plan that is
qualified and exempt from taxation under Sections 401(a) and 501(a) of the Code may nonetheless be
subject to the prohibited transaction rules set forth in Section 503 and Section 4975 of the Code. Also,
some foreign plans and governmental plans may be subject to foreign, state, or local laws which are, to
a material extent, similar to the provisions of ERISA or Section 4975 of the Code. Each fiduciary of a
plan subject to any such similar law should make its own determination as to the need for and the
availability of any exemption relief.
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Description of Our Securities

We are a Delaware limited liability company formed in August 2021 under the Delaware Limited
Liability Company Act, or “Delaware LLC Act,” issuing limited liability company interests. Our
limited liability company interests are denominated in units of limited liability company interests, in
any combination of Class A Units and Class I Units or “units.” The rights of our unitholders are
governed by the Delaware LLC Act as well as our limited liability company agreement. The following
summary of the terms of our securities is only a summary, and you should refer to the Delaware LLC
Act and our limited liability company agreement for a full description. The following summary is
qualified in its entirety by the more detailed information contained in our limited liability company
agreement. A copy of our limited liability company agreement is available upon request.

Our limited liability company agreement allows us to issue an unlimited number of units with the
approval of a majority of our board of directors and without unitholder approval. Our limited liability
company agreement also contains a provision permitting our board of directors, without unitholder
approval, to classify or reclassify any units into one or more classes or series, or to create a new class
or series of units, by setting or changing the preferences, conversion or other rights, voting powers,
restrictions, limitations as to dividends or other distributions, qualifications, or terms or conditions,
subject to restrictions that may be encompassed in any class of newly created securities, if any. We
believe that the power to classify or reclassify units and issue new classes or series of units provides us
with increased flexibility in structuring possible future financings and acquisitions and in meeting other
needs that might arise.

Limited Liability Company Interests

Subject to any preferential rights of any other class or series of units and to the provisions of our
limited liability company agreement regarding restrictions on the ownership and transfer of units, the
holders of Class A Units and Class I Units are entitled to such pro-rata distributions as may be
authorized from time to time by our board of directors out of legally available funds and declared by us
and, upon our liquidation, are entitled to receive all assets available for distribution to our unitholders.
Holders of Class A Units and Class I Units will not have preemptive rights, which means that they will
not have an automatic option to purchase any new units that we issue, or preference, conversion,
exchange, sinking fund or redemption rights. Our board of directors may create new classes or series of
units and establish their preferences, conversion or other rights, which may rank senior to our Class A
Units or Class I Units, as well as any other class-specific voting powers, restrictions, limitations as to
dividends or other distributions, qualifications and terms or conditions of redemption. Holders of
Class A Units and Class I Units will not have appraisal rights unless our board of directors determines
that appraisal rights apply, with respect to all or any classes or series of units, to one or more
transactions occurring after the date of such determination in connection with which holders would
otherwise be entitled to exercise appraisal rights. Our Class A Units and Class I Units have equal
distribution, liquidation and other rights.

Meetings and Voting Rights

There will be no annual or regular meetings of the unitholders. Our limited liability company
agreement provides that special meetings of unitholders may only be called by our board of directors.
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Except as expressly provided in our limited liability company agreement, applicable law, or the
requirements of applicable regulatory agencies, if any, our common unitholders shall not have any
voting rights with respect to any decision or matter of the Company or our REIT Subsidiaries. At the
election of our board of directors, our board of directors may (but is not required to) present any
transaction that presents a potential conflict of interest to the common unitholders for approval.

Each outstanding unit entitles the holder to one vote on all matters submitted to a vote of common
unitholders. Generally, matters to be voted on by our unitholders must be approved by a majority of the
votes cast by all units present in person or represented by proxy at a meeting of common unitholders at
which there is a quorum. A majority of the units entitled to vote on any matter constitute a quorum of
the transaction of business at a unitholders’ meeting; provided, however, 25% of units entitled to vote
on any matter shall constitute a quorum for purposes of adjourning meetings. Any adjourned session or
sessions may be held, within a reasonable time after the date set for the original meeting without the
necessity of further notice to unitholders.

Upon the affirmative vote of a majority of the outstanding units, a director may be removed for
“cause” (as defined below) and a replacement director elected. In all other cases, our sponsor has the
right to appoint each director and may also remove and replace each director and to remove and
replace each director at any time and for any reason with or without cause and with or without notice to
any other person, and without the vote of unitholders.

“Cause” is defined in the limited liability company agreement for removal purposes to mean the
determination, in a final, non-appealable decision, that a director has committed an act constituting
fraud, gross negligence, or willful misconduct, in each case that has a material adverse effect on the
financial condition of the Fund.

Restrictions on Transfer

Our units will not be registered under the Securities Act or any state securities laws and may not be
transferred unless an exemption from registration under applicable federal and state securities laws is
available. Our limited liability company agreement limits the sale, assignment, pledge, hypothecation,
encumbrance or other transfer of the units, and provides the circumstances under which the written
consent of our board of directors must be obtained (which consent may be given or withheld by our
board of directors in its sole discretion) in order to effectively transfer our units. For example, among
others, our limited liability company agreement contains restrictions on transfer designed to (1) permit
us to be exempt from registration under the Investment Company Act, (2) avoid causing our assets to
be “plan assets” under ERISA, (3) avoid causing us to violate (or fail to qualify from any exemption
with respect to) any applicable federal or state securities laws, and (4) avoid causing any of our REIT
Subsidiaries to fail to maintain their status as a REIT. In addition, our unitholders have no right to
make full or partial withdrawals prior to the final liquidation and termination of the Fund, except that
in very limited circumstances (e.g., death of a unitholder) the Board of Directors may approve (in its
sole and absolute discretion) a withdrawal subject to the restrictions of the limited liability company
agreement. As a result, you may be required, and should expect, to hold your units for the entire term
of the Fund.
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Distribution Policy and Distributions

We expect to declare the initial distributions to our unitholders effective on the date that we accept
our first investor and provided we have sufficient cash flow from operations available to make
distributions, we intend to continue to pay regular monthly distributions to our unitholders. If we do
not have enough cash flow from operations to fund the distributions, we may borrow, issue additional
securities or sell assets in order to fund the distributions or we may fund the distributions out of net
proceeds from this offering. We have not established any limit on the amount of proceeds from this
offering that may be used to fund distributions, except that, in accordance with Delaware law, we may
not make distributions to the extent that at the time of the distribution, after giving effect to the
distribution, all of our liabilities, other than liabilities for distributions to unitholders and liabilities for
which the recourse of creditors is limited to specific property, exceed the fair value of our assets
(except that the fair value of property that is subject to a liability for which the recourse of creditors is
limited is only included in the determination of our assets to the extent that the fair value of that
property exceeds that liability).

In addition, the fees, distributions and reimbursements payable to our advisor depend on various
factors, including the assets we acquire, indebtedness incurred, and sales prices of investments sold,
and therefore cannot be quantified or reserved until such fees have been earned. See the “Management
Compensation” section of this memorandum for more information. We are required to pay these
amounts to our advisor regardless of the amount of cash we distribute to our unitholders and, therefore,
our ability to make distributions from cash flow from operations, as well as cash flow available for
investment, to our unitholders may be negatively impacted.

Distributions will be made to the Class A unitholders and Class I unitholders on a pari passu basis.
Each distribution authorized and declared with respect to our unitholders will be made in the following
order of priority:

(1) First, to all unitholders, pro rata in proportion to their respective Target Common Return
Account (as defined below) balances, until each unitholder’s Target Common Return
Account balance is reduced to zero (“target distributions”);

(2) Second, to all unitholders, pro rata in proportion to their respective Capital Contribution
Account (as defined below) balances, until each unitholder’s Capital Contribution Account
balance is reduced to zero;

(3) Third, to all unitholders, pro rata in proportion to their respective Accrued Common
Return Account (as defined below) balances, until each unitholder’s Accrued Common
Return Account balance is reduced to zero; and

(4) Finally, any excess shall then be distributed (x) 80% to our unitholders, pro rata among the
unitholders in proportion to the number of units held by each such unitholder relative to
the units held by all unitholders, and (y) 20% to our advisor (the “carried interest”).

“Capital Contribution Account” means an account maintained for each unitholder equal to (a) the
product of (i) $1,000 and (ii) the number of units owned by such unitholder, less (b) the aggregate
distributions made to such unitholder pursuant to clause (3) above.
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“Target Common Return Account” means an account maintained for each unitholder equal to (a) a
cumulative non-compounding return equal to 6% per annum on each unitholder’s Capital Contribution
Account balance, less (b) the aggregate distributions made to such unitholder pursuant to clause
(1) above.

“Accrued Common Return Account” means an account maintained for each unitholder equal to
(a) a cumulative non-compounding return equal to 8% per annum on each unitholder’s Capital
Contribution Account balance, less (b) the aggregate distributions made to such unitholder pursuant to
clauses (1) and (2) above.

Distributions will be paid to our unitholders when and if authorized and declared by our board of
directors, in its sole discretion, out of legally available funds as of daily record dates. We expect to
declare and pay distributions on a regular monthly basis unless our results of operations, our general
financial condition, general economic conditions or other factors make it imprudent to do so.
Notwithstanding the foregoing intent, there is no guarantee that we will pay monthly distributions to
our unitholders. Each distribution will be accompanied by a notice that sets forth (a) the relevant record
dates; (b) the amount per share that will be distributed; and (c) the equivalent annualized yield. The
funds we receive from operations that are available for distribution may be affected by a number of
factors, including the following: the amount of time required for us to invest the funds received in the
offering; our operating and interest expenses; the ability of tenants to meet their obligations under the
leases associated with our properties; the amount of distributions or dividends received by us from our
indirect real estate investments; our ability to keep our properties occupied; our ability to maintain or
increase rental rates when renewing or replacing current leases; capital expenditures and reserves for
such expenditures; the issuance of additional units; and financings and refinancings.

Because we may receive income from our REIT Subsidiaries at various times during our fiscal
year, distributions may not reflect our income earned in that particular distribution period, but may be
made in anticipation of cash flow that we expect to receive during a later period and may be made in
advance of actual receipt of funds in an attempt to make distributions relatively uniform. In addition,
such distributions may constitute a return of capital.

Amendment of the Organizational Documents

Our limited liability company agreement may be amended by our board of directors without
unitholder approval, unless such amendment would adversely change the rights of the units. Creation
of a new class or series of units that has preferences over the rights of existing units is not considered
an amendment that would adversely affect the rights of the existing units.

Dissolution or Termination of the Company

We will continue as a limited liability company until terminated under our limited liability
company agreement. Pursuant to the terms of our limited liability company agreement, we will
dissolve upon: (1) the requisite approval of our board of directors; (2) the sale of all or substantially all
of our assets; or (3) the entry of a decree of judicial dissolution of the Company.
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Plan of Distribution

We are offering up to $200,000,000 in any combination of all classes of units, which amount may
be changed at our board’s sole discretion. The purchase price of a Class A Unit is $1,000.00 (which
includes the maximum allowed to be charged for commission and fees), except as provided below. The
units are being offered on a “best efforts” basis, which means generally that the dealer manager is
required to use only its best efforts to sell the units and it has no firm commitment or obligation to
purchase any of the units. Skyway will distribute units as our dealer manager. Class A Units are also
available for purchase through selling group members of Skyway in various distribution channels.

We intend to offer our units in this offering until the earlier of (1) the time that $200,000,000 of
our units have been sold, or (2) November 16, 2022 (unless our board of directors elects to extend the
offering for up to 6 months or otherwise elects to change the maximum offering amount); provided,
however, our board of directors may terminate this offering at any time in its sole discretion. Our board
of directors has arbitrarily determined the initial selling price of the units, which is consistent with
comparable investments in the market, and such price was not based on a relationship to our book or
asset values, or to any other established criteria for valuing issued or outstanding units. Because such
initial offering price is not based upon any independent valuation, the offering price is not indicative of
the proceeds that you would receive upon liquidation.

Dealer Manager

Skyway was organized in March 2003 as a Florida limited liability company and is a member firm
of FINRA. Their address is 100 North Tampa Street, Suite 3550, Tampa, Florida 33602. For additional
information about our dealer manager, including information relating to our dealer manager’s
affiliation with us, please refer to the “Management – Dealer Manager” section of this memorandum.

Dealer Manager Compensation

Selling Commissions

Skyway will receive selling commissions of up to 7.0% of the gross offering proceeds from the
sale of Class A Units in the offering, less any reductions or waivers of selling commissions agreed
upon by Skyway and the selling group members, which Skyway will reallow in its entirety to selling
group members.

Broker-dealer Reallowance Fees

Skyway will receive broker-dealer reallowance fees of 1.0% of the gross offering proceeds from
the sale of Class A Units in the offering which Skyway will reallow in its entirety to selling group
members.

Wholesaling Fees

Skyway will be paid wholesaling fees not to exceed 0.75% of the gross offering proceeds from the
sale of Class A Units through the efforts of such wholesalers. All wholesalers will be registered
representatives of Skyway and enter into wholesaling agreements with Skyway. All transaction-based
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compensation payable to wholesalers will be remitted to Skyway by us in connection with each
Closing. Skyway will distribute such compensation in accordance with the terms of individual
wholesaling agreements.

Dealer Manager Fees

Skyway will receive a dealer manager fee in the amount of 0.75% of the gross offering proceeds
from the sale of Class A Units in the offering.

Pursuant to the dealer manager agreement with Skyway, the fees payable to Skyway with respect
to completed sales of our units will be paid to Skyway at or closely after each Closing, which includes,
among other things, the receipt by us or on our behalf of a properly completed and executed
subscription agreement, together with payment of the full purchase price of each purchased unit (which
includes the applicable selling commissions, broker-dealer reallowance fee, dealer manager fees, and
wholesaling fees, as applicable).

Due Diligence Expenses

We will reimburse Skyway and certain selling group members for reasonable bona fide due
diligence expenses incurred by Skyway or such selling group members to the extent reimbursement
requests are supported by a detailed itemized invoice. These due diligence reimbursements are
considered an organization and offering expense.

Other Expenses

Our sponsor may reimburse Skyway and certain selling group members that are directly involved
in the marketing and distribution efforts for reasonable, customary, and actual out-of-pocket costs and
expenses incurred by selling group members that are directly involved in the marketing and
distribution efforts, in connection with this offering, including travel, lodging, meal expenses, costs and
expenses of conducting educational conferences and seminars, costs of attending broker-dealer
sponsored conferences, industry sponsored conferences, informational seminars and educational
conferences sponsored by the Fund, legal fees related to this offering and other reasonable expenses.

Indemnification

We have agreed to indemnify the selling group members, including Skyway, and selected
registered investment advisors, against certain liabilities arising under the Securities Act. However, the
SEC takes the position that indemnification against liabilities arising under the Securities Act is against
public policy and is unenforceable.

Distribution Channels

Class A Units are available for purchase through selling group members of Skyway. No selling
commissions will be charged (and the price will be correspondingly reduced) for sales of units (1) to
retirement plans of participating broker-dealers; (2) to participating broker-dealers in their individual
capacities or to their family members; (3) to IRAs and qualified plans of their registered
representatives; or (4) to any one of their registered representatives in their individual capacities. No
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selling commissions will be paid for sales of units through the following distribution channels where
the investor: (1) pays a broker a single fee (e.g., a percentage of assets under management, for
investment advisory and broker services, or a “wrap” fee); (2) has engaged the services of a registered
investment advisor with whom the investor has agreed to pay compensation for investment advisory
services or other financial or investment advice (other than a registered investment advisor that is also
a registered broker-dealer who does not have a fixed or “wrap fee” feature or other asset fee
arrangement with the investor); or (3) is investing through a bank acting as a trustee or fiduciary.

Units Purchased by Related Parties and Family

Our sponsor, advisor, executive officers of our advisor, other affiliates, dealer manager, and
“related parties” may purchase Class I Units. “Related parties” means those individuals who have prior
business and/or personal relationships with our sponsor, advisor and dealer manager.
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Notice to Investors of Certain Pre-Disqualifying Events

One of the selling group members selling units in this offering, Newbridge Securities Corporation
(“Newbridge”), has informed us that it has been subject to certain of the “disqualifying events” under
Rule 506, as set forth below.

Newbridge is subject to certain orders from several state securities commissions concerning
alleged violations regarding the obligation to properly disclose transaction handling fees charged by
Newbridge to its investors (the “Allegations”). The orders to which Newbridge is subject are as
follows: (i) on November 10, 2011, Newbridge entered into a consent order with the Connecticut
Department of Banking regarding the Allegations, and agreed to reimburse each Connecticut customer
for the handling fee, and Newbridge agreed to pay a fine of $10,000 to Connecticut; (ii) on February 1,
2013, Newbridge entered into a consent order with the New Jersey Bureau of Securities regarding the
Allegations, and Newbridge agreed to grant a 10% discount on all fees and/or commission charges to
New Jersey residents for 6 months following the date of the NJ Consent Order, as well as pay a civil
penalty of $15,000 to New Jersey; (iii) on February 10, 2013, Newbridge entered into a stipulation and
consent agreement with the State of Florida, Office of Financial Regulation regarding the Allegations,
and agreed to pay an administrative fine of $40,000 to Florida; and (iv) on April 2, 2013, Newbridge
entered into a consent order with the Arkansas Securities Commissioner regarding the Allegations, and
agreed to refund and return handling fees in the total amount of $17,377.44 to Arkansas investors.

Supplemental Sales Material

In addition to this memorandum, we may utilize certain sales material in connection with the
offering of our units. An offer of our units is made only by means of this memorandum. Although the
information contained in such sales material will not conflict with any of the information contained in
this memorandum, such material does not purport to be complete, and should not be considered a part
of this memorandum or as forming a basis of the offering.

Reports to Unitholders and Independent Auditor

We will provide you with periodic business updates from management, including quarterly reports
with unaudited financial statements. We may also supplement this memorandum upon the occurrence
of certain events, such as material property acquisitions. We also will provide annual audited financial
statements with our first audited financial statements covering the period from inception through
December 31, 2022. We will prepare our financial statements using U.S. Generally Accepted
Accounting Principles. We will use the accrual method of accounting to report income and deductions
for tax purposes and intend to mail your Schedule K-1 (Form 1065) tax information for each year, if
required, by March 31st of the following year. We retained KPMG LLP as the outside independent
auditor of our financial statements.
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Unitholders and prospective investors may inspect copies of the documents referred to in this
memorandum or otherwise related to us at our office or, upon request, a copy of such information will
be delivered to you provided that we are able to do so without unreasonable cost or undue burden to us,
by writing or telephoning us at:

Investor Services
c/o Phoenix American Financial Services, Inc.

2401 Kerner Blvd.
San Rafael, CA 94901
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How to Subscribe

Investors who meet the suitability standards described in the “Suitability Standards” section of this
memorandum may purchase our units, subject to our right to reject any subscribers at our discretion.

Investors seeking to purchase our units should:

• Read this entire memorandum, including any appendices and supplements provided.

• Complete an execution copy of the subscription agreement. You may complete the
subscription agreement electronically. If you wish to do so, please contact your broker
dealer or investment advisor for instructions.

• You are encouraged to make your subscription payment by wire transfer pursuant to the
wire transfer instructions set forth in the subscription agreement. You may also fund your
subscription by check by delivering a check for the full purchase price of our units being
subscribed for along with the completed subscription agreement (unless you complete the
subscription agreement electronically) to your representative or investment advisor.
Should you execute the subscription agreement electronically, your electronic signature,
whether digital or encrypted, included in the subscription agreement is intended to
authenticate the subscription agreement and to have the same force and effect as a manual
signature. Electronic signature means any electronic sound, symbol, or process attached to
or logically associated with a record and executed and adopted by you with your intent to
sign such record, including facsimile or e-mail electronic signatures.

• Your check should be made payable to, “Phoenix American Financial Services, Inc. as
trustee for Carter Funds, LLC.”

By executing the subscription agreement and paying the total purchase price for the units
subscribed for, you agree to be bound by all of the terms of the subscription agreement and our limited
liability company agreement, and you are attesting that you meet the minimum income and net worth
standards as described under “Suitability Standards” (page vi).

Subscriptions will be effective only when we accept them, and we reserve the right to reject any
subscription in whole or in part. We will accept or reject subscriptions within 30 days of receiving your
subscription agreement, and if we reject a subscription, all funds will be returned to subscribers
without deduction for any expenses within 10 business days from the date the subscription is rejected.
All proceeds from subscriptions in the Fund will be held in a trust account by our transfer agent,
Phoenix American Financial Services, until such subscriptions are accepted by us. We expect to accept
subscriptions, and to instruct the transfer agent to release proceeds to us on at least a twice-monthly
basis. An approved trustee or custodian must process and forward to us subscriptions made through
IRAs, Keogh plans and 401(k) plans. In the case of investments through IRAs, Keogh plans and 401(k)
plans, we will send the confirmation and notice of our acceptance to the trustee.

Minimum Purchase Requirements

You must invest at least $50,000 in our units to be eligible to participate in this offering; provided,
however, that we may permit, in our sole discretion, investments for less than this minimum purchase
requirement. Funds from qualified accounts will be accepted.
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Suitability Standards

We are offering and selling our units in reliance on an exemption from the registration
requirements of the Securities Act. Accordingly, distribution of this memorandum is strictly limited to
persons who meet the requirements and make the representations set forth below. We reserve the right
to declare any prospective investor ineligible to purchase our units based on any information that may
become known or available to us concerning the suitability of such prospective investor or for any
other reason.

Investor Suitability Requirements

An investment in our units involves a high degree of risk and is suitable only for persons of
substantial financial means who have no need for liquidity in their investment in the units. This
investment will only be made available to investors who (1) invest a minimum of $50,000 (although
we reserve the right to permit, in our sole discretion, investments in lesser amounts), and (2) represent
in writing that they meet the investor suitability requirements established by us and as may be required
under federal or state law.

In order to purchase our units, you must represent in writing that you meet, among other things, all
of the following suitability requirements:

(1) You have received, read and fully understand this memorandum and all appendices and
attachments to it, and in electing to invest in our units, you have relied only on the information
contained in this memorandum and its appendices and attachments and have not relied upon any
representations or information made or supplied by any other person.

(2) You understand that an investment in our units is speculative and involves substantial risks, and
you are fully cognizant of and understand all of the risks relating to a purchase of our units,
including, but not limited to, those risks set forth under the “Risk Factors” section of this
memorandum.

(3) Your overall commitment to investments that are not readily marketable is not disproportionate
to your individual net worth, and your investment in our units will not cause such overall
commitment to become excessive.

(4) You have adequate means of providing for your financial requirements, both current and
anticipated, and have no need for liquidity in your investment in our units.

(5) You can bear and are willing to accept the economic risk of losing your entire investment in our
units.

(6) You are acquiring our units for your own account and for investment purposes only, and you
have no present intention, agreement or arrangement for the distribution, transfer, assignment,
resale or subdivision of the units.

(7) You understand that, due to the lack of any existing market for our units, and the probability that
no such market will exist in the future, your investment is, and is likely to remain, highly illiquid
and may have to be held indefinitely.
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(8) You have such knowledge and experience in financial and business matters that you are capable
of evaluating the merits and risks of an investment in our units and have the ability to protect
your own interests in connection with such investment.

(9) You have had the opportunity (a) to ask questions of, and receive answers from, us and officers
and employees of our advisor concerning the creation and operation of our company and the
terms and conditions of this offering and (b) to obtain any additional information you deemed
necessary. You have been provided with all materials and information requested by either you or
others representing you, including any information requested to verify any information furnished
to you.

(10) You are an “accredited investor” as such term is defined under Regulation D promulgated under
the Securities Act (as set forth in the subscription agreement you are required to complete to
purchase our units), and you will immediately notify us if you no longer qualify as an
“accredited investor.”

(11) If you will purchase 20% or more of our units in this offering, you have not had any
disqualifying events as described and defined under Rule 506(d) of Regulation D (and as set
forth in an addendum to the subscription agreement you are required to complete to purchase our
units in such situation).

The investor suitability requirements set forth above represent minimum suitability requirements
we have established for investors in our units. Accordingly, if you satisfy these minimum suitability
requirements, that does not necessarily mean that our units are a suitable investment for you (or that we
will accept your subscription). Furthermore, we may modify such requirements in our sole discretion
from time to time, and any such modification may raise the suitability requirements for investors.

Restrictions Imposed by the USA PATRIOT Act and Related Acts

The United States and many other jurisdictions have created, and continue to revise and create,
anti-money laundering, embargo and trade sanctions, and similar laws, regulations, requirements
(whether or not with force of law) and regulatory policies, and many financial institutions have created,
and continue to change, responsive disclosure and compliance policies, all of which we collectively
refer to as the “AML Requirements.” We could be requested or required to obtain additional
information to verify the identity of potential and existing unitholders, obtain certain assurances from
the unitholders subscribing for our units, disclose information pertaining to them to governmental,
regulatory, or other authorities or to financial intermediaries or other relevant third parties, or engage in
due diligence or take other related actions in the future. It is our policy to comply with any AML
Requirements to which we and our affiliates may become subject and to interpret them broadly in favor
of disclosure. Each prospective unitholder will be deemed to have agreed by reason of owning any of
our units that it will provide additional information or take such other actions as may be necessary or
advisable for us to comply with any AML Requirements, related legal process, or appropriate request
(whether formal or informal).

In order to ensure our compliance with the AML Requirements, we may request each unitholder to
provide documentation verifying, among other things, such unitholder’s identity and source of funds
used to purchase its units. Each unitholder will be required to represent that the funds contributed by it

93

CMF III-A 11/21-2

Downloaded on April 21, 2022 - This PPM is authorized only for the use by Quinn Morimoto with his/her representative(s).
Stax Capital has not authorized the distribution of this PPM to any other person.



are not derived from any criminal enterprise. Each prospective unitholder will represent in the
subscription agreement that neither the unitholder, its principals, beneficial owners, senior management
officials or investors, as applicable, are not named on or blocked by the List of Specially Designated
Nationals and Blocked Persons maintained by OFAC, as such list may be amended from time to time,
or any other lists of similar import as to any non-U.S. country, individual, or entity. Requests for
documentation and additional information may be made at any time during which a unitholder owns
our units. We may provide this information, or report the failure to comply with such requests, to
appropriate governmental authorities, in certain circumstances without notifying the unitholders that
the information has been provided. We reserve the right to require any payment or distribution to a
unitholder to be paid into the account from which the unitholder’s subscription funds originated.

We also reserve the right to refuse to make any distribution or other payment to a unitholder if we
suspect or are advised that such payment might result in a breach or violation of any applicable anti-
money laundering or other laws or regulations in any relevant jurisdiction, or such refusal is considered
necessary or appropriate to ensure our compliance with any such laws or regulations in any relevant
jurisdiction.

Restrictions on Certain Tax-Exempt Investors

The following tax-exempt investors are precluded from acquiring units in the Fund: clubs
organized for pleasure, recreation and other non-profitable purposes (also referred to as social clubs)
under section 501(c)(7) of the Code; voluntary employees’ beneficiary associations under section
501(c)(9) of the Code; supplemental unemployment compensation trusts under section 501(c)(17) of
the Code; and qualified group legal services plans under section 501(c)(20) of the Code. In addition, a
“qualified trust” (as defined in section 856(h)(3)(E) of the Code) may not own more than ten percent
(10%) of the value of the units of the Fund at any time during a taxable year.
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Exhibit I – Prior Performance Information

Our sponsor and its advisors engage in the acquisition and ownership of a diversified portfolios of
multifamily properties, in part through Prior Funds. Our sponsor though its advisors and affiliates and
its principals have an excellent track record of acquiring, operating, renovating and selling improved
multifamily properties at accretive returns. Our sponsor and its advisors have acquired in its Prior
Funds more than 5,500 apartment units in 27 communities with contract purchase prices totaling nearly
$800 million. The Prior Funds purchased the multifamily properties from sellers unaffiliated with it, its
advisor or their respective affiliates through the use of proceeds from its offering, borrowings and joint
ventures.

The following tables summarize the Prior Funds multifamily properties acquired since inception.
The information below should not be construed as a representation of any return or results that may be
achieved in the future by the Fund. None of the properties or investments listed below will be included
in the Fund; however, many may be similar to those the Fund may acquire and as such our advisor
believes such information serves as a reasonable basis for evaluating an investment in the Fund. Past or
pro forma performance is not an indication of future results, and no representation or warranty is made
as to the returns investors in this Fund may achieve.
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