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AMENDED AND RESTATED CONFIDENTIAL PRIVATE PLACEMENT MEMORANDUM COPY NO.  _______ 

CLASS A BENEFICIAL INTERESTS IN 
ARCTRUST EXCHANGE DST 

______________________ 

11,618 Class A Beneficial Interests at $1,000 per Interest 
Minimum Purchase: 50 Interests ($50,000 of equity) 
Maximum Offering Amount: $11,618,000 (of equity) 

______________________ 

ARCTRUST Exchange DST (the “Trust”) is a Delaware statutory trust that was formed by ARCTRUST Exchange Holdings 
LLC (“Depositor”) on February 5, 2026.  The Trust is offering for sale up to $11,618,000 Class A Beneficial Interests (the “Interests”) 
in the Trust pursuant to this Class A Beneficial Interests in ARCTRUST Exchange DST Amended and Restated Confidential Private 
Placement Memorandum, including the Exhibits, as may be amended or supplemented (this “Memorandum”), each representing 
0.00861% of the beneficial interests in the Trust.  The Trust is offering the Interests to purchasers (the “Holders”) as set forth in this 
Memorandum (the “Offering”).  The Trust will offer the Interests until the earliest of (i) the sale of 11,618 of Interests, (ii) the first 
anniversary of the effective date of the Conversion Notice (as defined in the Trust Agreement) which may be extended for an additional 
12 months in the sole discretion of the Trust or (iii) a determination by the Trust to terminate the Offering (the “Offering Termination 
Date”).  This Memorandum should be read in its entirety before making an investment decision. 

On February 17, 2026, the Trust acquired the following six properties (collectively, the “Projects” and each individually, a 
“Project”) from unaffiliated third-party sellers (collectively, the “Sellers”) and took assignment of the leases (collectively, the “Leases”) 
with the existing tenants (collectively, the “Tenants”) at such properties, as further described in the Summary of the Offering:  

 The real property located at 2301 John Hawkins Parkway, Hoover, Alabama 35244 (the “Birmingham Project”); 

 The real property located at 3680 Highway 14, Millbrook, Alabama 36054 (the “Millbrook Project,” and together with 
the Birmingham Project, the “Alabama CVS Projects”); 

 The real property located at 885 Oakwood Road, Charleston, West Virginia (the “Charleston Project”); and 

 The real properties located at (i) 2630 Eastchester Drive, High Point, North Carolina (the “Eastchester Project”), (ii) 
1813 Westchester Drive, High Point, North Carolina (the “Westchester Project”), and (iii) 831 Julian Avenue, 
Thomasville, North Carolina (the “Thomasville Project,” and together with the Eastchester Project and the 
Westchester Project, the “Pinnacle Bank Projects”). 

The Depositor deposited the Acquisition Agreements (as defined below) and $8,854,934 for the acquisition of the Projects plus 
$8,249 in operating reserves (the “Trust Reserves”) into the Trust in exchange for all of the Class B beneficial interests in the Trust.  
ARCTRUST Exchange ST LLC (the “Trust Manager”), an Affiliate of the Depositor, is the administrative manager of the Trust.  United 
Corporate Services, Inc. (the “Delaware Trustee”) is the trustee of the Trust.  The Projects and the Trust Reserves are the only assets of 
the Trust. 

The Trust obtained a loan to acquire the Projects in the principal amount of $8,855,000 (the “Loan”) from Provident Bank (the 
“Lender”).  

The purchase price for 1 Interest is $1,000 in cash.  Each purchaser must purchase at least 50 Interests unless a smaller 
investment is allowed in the sole discretion of the Trust.  As part of the acquisition of an Interest, a Holder will be required to enter into 
the Second Amended and Restated Trust Agreement (the “Trust Agreement”) with the Depositor, the Trust Manager, the Delaware 
Trustee and the other Holders. 

The principal objectives of the Trust are to (i) distribute to the Holders rent, after payment of debt service and expenses, at 
levels beginning at 5.25%, increasing up to 5.475% for the first 5 years of ownership, and ranging from approximately 4.26% to 4.61% 
thereafter through the 9th year of ownership, (ii) preserve the capital of the Holders and (iii) prepare the Projects to be sold within 9 
years.  There can be no assurance that any of these objectives will be achieved. 

Beginning 2 years after the Offering Termination Date, in order to provide potential tax-efficient options for the disposition of the 
Project, the Trust Manager has the right, but not the obligation, to acquire the Interests (the “FMV Option”) for either (i) cash or (ii) units in an 
entity organized or identified by the Trust Manager or an Affiliate (an “Exchange Entity”).  Holders will receive cash unless such Holder elects 
to receive units in the Exchange Entity (“Units”) (and such Holder meets the investor suitability requirements for the Exchange Entity). 

An investment in an Interest is speculative and involves substantial risks including, but not limited to, risks associated with 
no public market existing for the Interests; investments in real estate; the Trust and the Trust Manager being newly formed with no 
operating history and limited capital and sources of income; environmental liability; limited environmental representations and 
warranties provided by the Sellers; lack of liquidity; competition; the inflexibility of a Delaware statutory trust as a vehicle to own real 
estate; the potential need to transfer the Trust Estate (as defined in the Trust Agreement) (or convert the Trust) to a Springing LLC (as 
defined below); the potential exercise of the FMV Option; the impact of inflation; conflicts of interest among the Trust Manager, the 
Depositor and their Affiliates; the Trust’s responsibility for paying the Trust Obligations (as defined below); in the event that Trust 
expenses increase, returns to the Holders will decrease; the Trust may not have sufficient funds to pay its expenses; each Project is 100% 
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leased to one tenant; the need to sell the Projects before the maturity date of the Loan; risks inherent in owning and financing the Projects; 
using leverage to acquire real estate; the need to sell all of the Projects at the same time; the Trust owns all of the Projects in a single 
entity; the Leases have limited increases in rent during the anticipated holding period by the Trust; lack of diversity of investment; 
reliance on the Trust Manager to operate and manage the Projects and the Trust; limited reserves held by the Trust; implementation of 
new tax laws and tax risks.  See “Risk Factors” and “Conflicts of Interest.” 

The mailing address of the Trust is c/o ARCTRUST Exchange ST LLC, 1255 Broad Street, Suite 250, Clifton, New Jersey 
07013 and the telephone number is (973) 249-1000. 

Neither the Securities and Exchange Commission (the “SEC”) nor any state securities commission has approved or 
disapproved these securities or passed upon the accuracy or adequacy of this Memorandum.  Any representation to the contrary 
is a criminal offense.

These securities are subject to restrictions on transferability and resale and may not be transferred or resold except as 
permitted under the Securities Act of 1933, as amended (the “Securities Act”), and applicable state securities laws, pursuant to 
registration or exemption therefrom.  Holders should be aware that they will be required to bear the financial risks of this 
investment for an indefinite period of time.

Price to Holders
Selling Commissions 

and Expenses(1) Proceeds to the Depositor(2)

Per Interest(3) $1,000.00 $80.00 $920.00

Maximum Offering Amount $11,618,000 $929,440 $10,688,560

This Memorandum is dated September 1, 2026 
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(1) Offers and sales of the Interests will be made on a “best efforts” basis by broker-dealers (the “Selling Group 
Members”) who are members of the Financial Industry Regulatory Authority, Inc. (“FINRA”).  Chauner 
Securities, Inc., an Illinois corporation (the “Managing Broker-Dealer”) and a member of FINRA, will act as 
the Managing Broker-Dealer and will receive selling commissions (the “Selling Commissions”) in an amount 
up to 5% of the purchase price of the Interests sold by the Selling Group Members (combined with all other 
sales of Interests, the “Total Sales”), which it will reallow to the Selling Group Members; provided, however, 
that this amount will be reduced in the event a lower commission rate is requested by a Selling Group Member 
and the commission rate will be the lower agreed upon rate.  As a result, certain Holders may acquire Interests 
net of some or all of the Selling Commissions.  The Managing Broker-Dealer will also receive a 
nonaccountable marketing and due diligence allowance in an amount up to 1% of the Total Sales, which will 
be reallowed to the Selling Group Members.  The Managing Broker-Dealer will also receive a managing 
broker-dealer fee in an amount equal to 1% of the Total Sales, a portion of which may be reallowed to Selling 
Group Members.  The Managing Broker-Dealer may sell Interests as a Selling Group Member, thereby 
becoming entitled to Selling Commissions.  The Managing Broker-Dealer will also receive a wholesaler fee 
in an amount up to 1% of the Total Sales which it may reallow, in whole or in part, to certain wholesalers, 
some of which are internal to Affiliates of the Trust Manager; provided, however, that this amount will be 
reduced to zero in the event a sale is made without the participation of a wholesaler.  As a result, certain 
Holders may acquire Interests net of the wholesaler fee.  The total aggregate amount of Selling Commissions, 
allowances, expense reimbursements and placement fees (the “Selling Commissions and Expenses”) will not 
exceed 8% of the Total Sales.  The Depositor will be responsible for paying all of the Selling Commissions 
and Expenses.  For purposes of calculating the Total Sales, each Interest will be deemed to have a sales price 
of $1,000, and any discount provided to a Holder will be disregarded. 

(2) The Trust will redeem all of the Class B beneficial interests held by the Depositor for $11,618,000, which is 
greater than the amount contributed by the Depositor for all of the Class B beneficial interests in the Trust 
($8,854,934 plus $8,249 in Trust Reserves).  The Depositor is responsible for paying certain costs and 
expenses, including: (i) Selling Commissions and Expenses of approximately $929,440, (ii) organization and 
offering costs of approximately $314,249, (iii) closing costs of approximately $34,927, (iv) due diligence 
costs and expenses of approximately $183,493, (v) carrying costs of approximately $488,541 (a portion of 
which will be paid to Affiliates of the Trust Manager) and (vi) Lender and Loan expenses of approximately 
$361,594.  The estimates of these costs and expenses are based on certain assumptions made by the Depositor.  
The actual amount of these costs and expenses may be greater or less than estimated.  If actual costs and 
expenses are less than estimated, the additional amount will be retained by the Depositor.  If actual costs and 
expenses are more than estimated, the Depositor will be required to pay for the excess amount.  The Depositor 
estimates that the amount retained by it from the proceeds of the Offering (the “Offering Proceeds”) after 
paying the costs and expenses described above will be approximately $442,573.  The Depositor and its 
Affiliates will receive additional compensation.  See “Compensation to the Depositor, the Trust Manager and 
Their Affiliates” and “Estimated Use of Proceeds.” 

(3) The minimum purchase is 50 Interests ($50,000 of equity) (the purchase of 50 Interests also includes an 
allocation of 0.43037% of the Loan ($38,108.97)), except that the Trust may permit a smaller investment in 
its sole discretion. 

The purchase of an Interest involves significant risks.  This Memorandum should be read in its entirety 
and the discussion set forth under “Risk Factors” should be carefully considered.  This Memorandum contains 
forward-looking statements that involve risks and uncertainties.  This Memorandum contains Projections of 
Operations for the Projects, which are attached hereto as Exhibit D (the “Projections”).  The Projects’ and the 
Trust’s anticipated performance, as described in this Memorandum, is based on the assumptions contained in 
the Projections.  These assumptions may not be accurate.  In addition, there can be no assurance that the 
Projections will be accurate.  The Projects’ and the Trust’s actual results may differ significantly from the 
results discussed in the forward-looking statements.  Factors that might cause such differences include, but are 
not limited to, those discussed under “Risk Factors.” 

Risks of an investment in an Interest include, among others, the following: 

1. The Trust is newly formed with no operating history and limited assets.  See “Risk Factors – Risks 
Relating to the Operation of the Trust – New Venture.” 
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2. Although certain principals of the Trust Manager have experience owning and operating single 
tenant retail real estate, the Trust Manager is newly formed and therefore has no experience owning or operating single 
tenant retail real estate, no experience managing a Delaware statutory trust and has limited capital.  See “Risk Factors 
– Risks Relating to the Operation of the Trust – No Experience of the Trust Manager.” 

3. No public market exists for the Interests, and it is highly unlikely that any such market will develop.  
The Interests are not freely transferable as a result of substantial restrictions on the transfer of the Interests under 
federal and state securities laws.  Interests must be considered solely as long-term investments.  See “Restrictions on 
Transferability.”   

4. The United States has experienced significant inflation.  Inflation may cause, among other things, 
increased costs of operation of the Trust and any of the Projects and the implementation of governmental policies to 
counteract the effects of inflation, such as the increase in interest rates, which could adversely affect the financial 
condition and operating results of the Trust.  See “Risk Factors – Real Estate Risks – Inflation.” 

5. There can be no assurance that the Holders will realize any return on their purchase of the Interests 
or that the Holders will not lose their investments completely.  See “Risk Factors – Risks Relating to the Offering and 
Lack of Liquidity – Speculative Investment.” 

6. The Trust Manager has attempted to structure the ownership of the Projects by the Trust so that the 
Trust is a passive owner of the Projects.  The Trust is an inflexible investment vehicle for owning real property.  If the 
Trust is required to take certain actions that are not within its power, one or more of the Projects will be transferred 
(or the Trust will be converted) to a newly formed limited liability company (the “Springing LLC”).  If a Project is 
transferred (or the Trust is converted) to the Springing LLC, the Holders will lose their ability to participate in a 
Section 1031 exchange under the Internal Revenue Code of 1986, as amended (the “Code”) upon the sale or other 
disposition of the applicable Projects.  See “Risk Factors – Risks Relating to the Trust Structure – Inflexibility of the 
Trust as a Vehicle to Own Real Property; Inability to Take Business Actions” and “Summary of the Trust Agreement.” 

7. Each Project is leased to a single Tenant.  Thus, the success of each Project is dependent on the 
performance of each Tenant.  In the event a Tenant is unable to pay the rent under its Lease, the success of the 
respective Project will be limited.  In addition, it is likely to be difficult to re-lease any of the Projects due to their 
special design and location.  See “Risk Factors – Risks Relating to the Leases – Single-Tenant Leases.” 

8. The Internal Revenue Service (the “IRS”) issued Revenue Ruling 2004-86 (the “Revenue Ruling”) 
which sets forth certain factual assumptions regarding the organizational and ownership structure of a Delaware 
statutory trust.  The utilization of a Delaware statutory trust to acquire and hold property for purposes of a Code 
Section 1031 exchange is a recent development under the tax laws.  This ownership structure is based primarily upon 
the Revenue Ruling, which addresses whether a trust will be treated as an investment trust that is classified as a trust 
for federal income tax purposes.  If the Trust is treated as having the power to vary the investment of the Holders, then 
the Trust would be viewed as a partnership and not as an investment trust and the Interests would not qualify as like-
kind property for purposes of Code Section 1031.  There is no direct authority other than the Revenue Ruling regarding 
the use of a Delaware statutory trust as an investment trust that will be classified as a trust.  It is possible that the IRS 
could determine that the Trust does not comply with the requirements of the Revenue Ruling.  A determination that 
the Trust is not taxable as an investment trust that will be classified as a trust would likely have a significant adverse 
impact on any Holder who has purchased Interests as part of a Code Section 1031 exchange.  See “Risk Factors – Tax 
Risks – Limited Authority.” 

9. The Trust must be a passive owner of the Projects in order to qualify as an investment trust that is 
classified as a trust for federal income tax purposes.  The Trust must pay for the Trust Obligations as set forth in the 
“Summary of the Offering.”  Because the Trust is responsible for the Trust Obligations, it is possible that the Trust 
could be viewed as having the power to vary the investment of the Holders.  In such case, the Trust would be viewed 
as a partnership and not as an investment trust and the Interests would not qualify as like-kind property for purposes 
of Code Section 1031.  The Trust Agreement restricts the ability of the Trust to take any action that would violate the 
provisions of the Revenue Ruling.  See “Risk Factors – Risks Relating to the Trust Structure – Trust Obligations.” 

10. The Trust is responsible for debt service under the Loan and the Trust is responsible for paying for 
the Trust Obligations, some of which are variable expenses which could be higher than anticipated.  The Trust may 
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not have sufficient funds to pay for all of the Trust Obligations.  In the event that the Trust is required to pay for Trust 
Obligations that exceed the available cash, the Trust will not have sufficient funds to pay for all of the Trust 
Obligations.  The Trust will not be able to renegotiate or refinance the Loan or accept additional capital contributions 
from any person.  As a result, the amount of funds available for distribution to the Holders will decrease, and the 
return to the Holders would be lower than as set forth in the Projections prepared by the Trust Manager.  If the Trust 
does not have sufficient funds to pay for the Trust Obligations, it is likely that the Trust would be required to transfer 
the one or more Projects (or convert the Trust) to the Springing LLC and the Holders will lose their ability to participate 
in a Code Section 1031 exchange upon the sale or other disposition of the Projects.  See “Risk Factors – Risks Relating 
to the Trust Structure – Trust Obligations.” 

11. One of the facts that is set forth in the Revenue Ruling was that the lease entered into by the 
Delaware statutory trust was a net lease where the tenant was required to pay all taxes, assessments, fees and other 
charges, insurance, maintenance, ordinary repairs and utilities.  It is not clear whether each of the Leases will qualify 
as a net lease for federal income tax purposes because the Leases require the Trust to pay for the Trust Obligations.  
Thus, the structure of the Leases is not consistent with the factual assumptions set forth in the Revenue Ruling.  If the 
Trust does not qualify as an investment trust, the Interests will not qualify as like-kind property for purposes of Code 
Section 1031.  See “Risk Factors – Tax Risks – Compliance with the Revenue Ruling.” 

12. The value of real estate is generally based upon capitalization rates.  The Leases are net leases with 
fixed rental amounts and fixed periodic rent increases.  As a result, the net income of the Projects will not be able to 
adjust with an increase in capitalization rates.  If capitalization rates increase, the Projects will likely achieve a lower 
sales price than anticipated, resulting in reduced returns or the Holders may lose all or a portion of their investment in 
Interests.  See “Risk Factors – Real Estate Risks – Real Estate Market and Capitalization Rates.” 

13. The Revenue Ruling includes a requirement that the Delaware statutory trust will not make more 
than minor nonstructural modifications to the property held in the trust, unless required by law.  The Tenants at the 
Birmingham Project, Millbrook Project and Charleston Project are each permitted to make any modification to their 
respective Projects without the consent of the Trust in certain instances.  If a Tenant undertakes any alteration of a 
Project that the Trust Manager believes is more than a minor nonstructural modification to the property and such 
alteration violates the tax restrictions related to the Trust’s treatment as an investment trust in the determination of the 
Trust Manager, the applicable Project must be sold or transferred to a Springing LLC.  See “Risk Factors – Tax Risks 
– Tenant Improvements.” 

14. Counsel to the Trust has rendered a tax opinion to the Trust.  This opinion is based, in part, on a 
certificate received from the Trust Manager and Depositor (the “Certificate”) containing certain representations and 
certifications regarding certain factual matters related to the Trust, the Leases and the Projects.  If these representations 
and certifications are not true, the conclusions set forth in counsel’s opinion may not be applicable.  See “Risk 
Factors – Tax Risks – Tax Opinion Relies on Certificate.” 

15. The Trust obtained a single independent appraisal for all of the Projects from BDO USA, P.C. 
(“BDO”) dated February 4, 2027 (the “Appraisal”), which, subject to certain limitations, may be relied upon by the 
Trust. According to the Appraisal, the aggregate “as-is” market value of the market value of the leased fee interest of 
the Projects is $18,250,000.  The Holders will purchase the Interests in the Trust based on a value of $20,465,561 
($20,473,810 less the Trust Reserves of $8,249).  The Trust may not be able to sell the Projects at or greater than the 
purchase price paid by the Holders for the Interests.  See “Risk Factors – Real Estate Risks – Appraised Value.” 

16. An Interest only provides a Holder with a beneficial interest in the Trust.  The only assets of the 
Trust are the Projects and the Trust Reserves.  Thus, an investment by a Holder will not be diversified.  See “Risk 
Factors – Real Estate Risks – No Diversification.” 

17. The Trust owns the six Projects in a single entity.  Thus, if a liability arises at one of the Projects, 
the Trust’s interest in all of the Projects could be at-risk because there will not be separate ownership of the Projects.  
See “Risk Factors – Real Estate Risks – Single Ownership Entity.” 

18. All decisions regarding management and operation of the Trust and the Projects will be made 
exclusively by the Trust Manager, and the Holders have no voting rights.  The Trust Manager will not consult with 
the Holders when making any decisions with respect to the Projects or the Trust, including with respect to the making 
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of any distributions or the sale of the Projects.  Although the Trust Manager may poll the Holders with respect to a 
sale of the Projects, the Trust Manager will not be under any obligation to consider the desire of the Holders with 
respect to any sale of a Project.  Prospective Holders that purchase Interests must entrust all aspects of the management 
and operation of the Trust to the Trust Manager.  See “Risk Factors – Risks Relating to the Trust Structure – Reliance 
on the Trust Manager.” 

19. Subject to the terms of the Loan Documents, the Trust may sell the Projects after it has held the 
Projects for 2 years following the Offering Termination Date, upon the Trust Manager’s determination that a sale is 
appropriate. While the Trust Manager has certified that the Trust will hold the Projects for investment purposes, no 
opinion is being rendered as to whether the Internal Revenue Service will treat the Trust as holding the Projects for 
investment or primarily for sale.  If it is determined that the Projects are held primarily for sale, the Projects will not 
qualify as replacement property under Code Section 1031.  See “Risk Factors – Tax Risks – Failure to Qualify for 
Code Section 1031” and “Material Federal Income Tax Considerations – Other Section 1031 Exchange Issues – 
Property Qualifying Under Code Section 1031.” 

20. Amounts used to establish reserves or other items that are not attributable to the purchase of real 
estate will not be treated as an interest in real estate and will be treated as “boot” which may be taxable to a Holder 
acquiring an Interest as replacement property for real property in an exchange under Code Section 1031.  See “Risk 
Factors – Tax Risks – Taxable “Boot”.” 

21. The Projects are leveraged with a loan-to-purchase price ratio of approximately 43.27% ($8,855,000 
÷ $20,465,561 ($20,473,810 gross price minus $8,249 in Trust Reserves, based on the purchase price for the Interests 
paid by the Holders)).  The loan-to-purchase price ratio is approximately 43.25% if the reserves are included in the 
Holders’ purchase price ($8,855,000 ÷ $20,473,810).  The loan-to-cost ratio is approximately 50.00% ($8,855,000 ÷ 
$17,709,934) based on the aggregate purchase price of the Projects pursuant to the Acquisition Agreements.  See 
“Risk Factors – Financing Risks – Leverage.” 

22. The Loan matures on February 1, 2031 with 2 automatic 2-year extensions if there is no default 
under the Loan documents (the “Loan Maturity Date”) and requires a balloon payment at maturity.  The Trust is not 
permitted to refinance the Loan.  Thus, the Projects will have to be sold or transferred (or the Trust converted) to the 
Springing LLC if alternative financing is necessary.  It is currently anticipated that the Trust will own and operate the 
Projects for approximately 9 years.  The Trust will terminate on February 1, 2035 (the “Trust Termination Date”).  If 
the Projects are not sold or if the Projects are transferred (or the Trust is converted) to the Springing LLC and are 
unable to be refinanced, the continued ownership of the Projects by the Trust may be jeopardized. See “Risk Factors – 
Financing Risks – No Ability to Refinance Loan.” 

23. The Loan is interest only for the initial 5-year term.  Thus, no principal will be repaid during this 
interest only period.  See “Risk Factors – Financing Risks – Interest Only Loan.” 

24. All of the Projects will be held in a single trust and will be collateral for the Loan.  Thus, a default 
with respect to one of the Projects under the Loan will cause a default under the Loan with respect to all of the Projects, 
and the Lender will have the right to foreclose on all of the Projects.  In addition, if a liability arises at one of the 
Projects, the Trust’s interest in all of the Projects could be at-risk because there will not be separate ownership of the 
Projects.  See “Risk Factors – Financing Risks – Projects as Collateral for the Loan” and “Risk Factors – Real Estate 
Risks – Single Ownership Entity.” 

25. The Loan includes certain Events of Default related to the actions or inactions of Gary Baumann 
(the “Guarantor”).  As a result, the Trust must rely on the Guarantor to comply with the terms of the Loan Documents 
in order to avoid an Event of Default under the Loan.  See “Risk Factors – Financing Risks – Events of Default Under 
the Loan” and “Financing Terms – Events of Default.” 

26. There are risks associated with the operation of rental property, including, but not limited to, 
vacillations in demand, competition from other properties, risk of loss or damage to the improvements, the ability to 
maintain or increase lease rates and other risks associated with the ownership of real estate.  See “Risk Factors – Real 
Estate Risks.” 



1628928397.12 (Cover Page – vii)  

27. The military actions taking place in Ukraine and the Middle East have significantly elevated 
geopolitical and military tensions worldwide.  Such geopolitical and military tensions could seriously and adversely 
affect the Trust’s results of operations, financial condition, cash flow and the return to Holders.  See “Risk Factors – 
Real Estate Risks – Global Conflicts.” 

28. The Trust did not obtain audited historical results of operations for the Projects in connection with 
its review for the acquisition of the Projects and relied only on unaudited financial information provided by the Sellers.  
Consequently, there is less certainty regarding the prior economic operating history of the Projects.  See “Risk 
Factors – Real Estate Risks – Unaudited Results of Operations.” 

29. The Projects are located in areas where there are several competing properties located in the market 
area.  The proximity of competing properties in the area surrounding each Project could negatively impact the Projects.  
See “Risk Factors – Real Estate Risks – Competition.” 

30. The Depositor, the Trust Manager and their Affiliates will be subject to certain conflicts of interest 
and will receive substantial compensation in connection with the Offering.  See “Conflicts of Interest” and 
“Compensation to the Depositor, the Trust Manager and Their Affiliates.” 

31. The Trust acquired the Projects with limited representations and warranties from the Sellers, 
including with respect to environmental matters, the existence of hazardous materials or matters affecting the 
condition, use or ownership of the Projects.  The Sellers’ representations and warranties contained in each of the 
Acquisition Agreements will survive for a period of 6 months following the purchase of the applicable Project.
According to the Alabama CVS Acquisition Agreements, Alabama CVS Seller is not liable for the breach of any 
representation or warranty unless such liability claim is in excess of $15,000, and Alabama CVS Seller’s maximum 
liability cannot exceed in the aggregate, 6% of the purchase price for the Alabama CVS Projects.  According to the
Pinnacle Bank Acquisition Agreements, Pinnacle Bank Seller is not liable for the breach of any representation or 
warranty unless such liability claim is in excess of $20,000, and Pinnacle Bank Seller’s maximum liability cannot 
exceed in the aggregate, 3% of the allocated purchase price for each of the Pinnacle Bank Projects.  The Charleston 
Acquisition Agreement does not contain a limitation of liability provision.  The Trust will sell Interests to the Holders 
“as is” with no representations or warranties, including with respect to environmental matters, the existence of 
hazardous materials or other matters affecting the condition, use and ownership of the Projects.  As a result, if defects 
in the Projects or other matters adversely affecting the Projects are discovered, the Holders may not be able to pursue 
a claim for any or all of their damages against the Seller of the applicable Project, the Depositor or the Trust.  See 
“Risk Factors – Real Estate Risks – Environmental Liability” and “Risk Factors – Real Estate Risks – Limited 
Representations and Warranties.” 

32. There is no assurance that all of the Interests will be sold.  If less than the Maximum Offering 
Amount is sold in the Offering, any Class B beneficial interests held by the Depositor on the Offering Termination 
Date will be converted to Interests.  The Depositor or its Affiliates may have an incentive to sell the Projects prior to 
the end of the projected holding period which will result in a potential conflict of interest for the Trust Manager.  See 
“Risk Factors – Risks Relating to the Offering and Lack of Liquidity – Interests Retained by an Entity Controlled by 
the Depositor or an Affiliate.” 

33. ARCTRUST Capital Partners, LLC, a Delaware limited liability company and its Affiliates 
(collectively, “ARCTRUST”) have sponsored a number of other real estate projects since 1985.  Some of the other 
projects have not met the income and distribution levels anticipated in the projections produced by ARCTRUST and 
some investors in such programs have lost all or a significant portion of their original investment.  See “Risk Factors 
– Risks Relating to the Offering and Lack of Liquidity – Prior Programs Sponsored by Affiliates of the Trust 
Manager.”  

34. Each Holder will be subject to state and local taxes in each state where a Project is located and where 
the Holder resides.  Certain states do not follow federal rules with respect to tax-deferred exchanges and it is not clear 
whether all states will treat the Trust as an investment trust.  Further, certain state taxing agencies, including the 
California State Franchise Tax Board, are aggressively auditing tax-deferred exchange transactions.  This 
Memorandum does not analyze or discuss state or local tax consequences.  Each prospective Holder should consult 
with its own tax advisor regarding the tax consequences of the purchase of an Interest in the state where it resides and 
in each state where a Project is located.  See “Risk Factors – Tax Risks – State Taxes.” 
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35. Recent legislative changes included significant provisions that changed the tax treatment of owning 
and operating real estate.  See “Risk Factors – Tax Risks – Changes in Federal Income Tax Law” and “Material 
Federal Income Tax Considerations.” 

The purchase of an Interest is suitable only for Accredited Investors who have no need for liquidity in 
their investment.  See “Who May Invest.” Prospective Holders should carefully consider the following before 
investing: 

1. The contents of this Memorandum are not to be construed as legal or tax advice.  Prospective 
Holders should consult their own counsel, accountant or business advisor as to legal, tax and related matters 
concerning their investment. 

2. The Interests may be offered and sold only to prospective Holders who meet the Purchaser 
Suitability Requirements set forth under “Who May Invest” in this Memorandum. 

3. No person has been authorized by the Trust to make any representations or furnish any information 
with respect to the Trust or the Interests, other than the representations and information set forth in this Memorandum 
or other documents or information furnished by the Trust upon request as described in this Memorandum.  However, 
authorized representatives of the Trust will, if such information is reasonably available, provide additional information 
that a prospective Holder or its representative requests for the purpose of evaluating the merits and risks of the 
Offering. 

4. Projected financial results prepared by the Trust are contained in this Memorandum.  Any 
projections, predictions and representations, whether written or oral, which do not conform to those contained in this 
Memorandum should be disregarded, and their use is a violation of the law.  The Projections contained herein are 
based upon specified assumptions.  If these assumptions are incorrect, the Projections likewise would be incorrect.  
No assurance can be given that the estimates, opinions or assumptions made herein will prove to be accurate.  The 
assumptions set forth in the Projections should be closely reviewed. 

5. This Memorandum has been prepared solely for the benefit of persons interested in the proposed 
private placement of the Interests offered hereby, and any reproduction or distribution of this Memorandum, in whole 
or in part, or the disclosure of any of its contents without the prior written consent of the Trust, is prohibited.  By 
accepting delivery of this Memorandum, each prospective Holder agrees to return this Memorandum and all 
documents furnished herewith to the Trust or its representatives upon request if such prospective Holder does not 
purchase an Interest or if the Offering is withdrawn or terminated. 

6. Prospective Holders may be accepted or rejected by the Trust at any time within 30 days after the 
prospective Holder delivers to the Trust the prospective Holder’s Purchase Agreement and Purchaser Questionnaire.  
The Trust may reject a prospective Holder’s Purchaser Questionnaire or Purchase Agreement for any reason.  Purchase 
Agreements will be rejected for failure to conform to the requirements of the Offering or such other reasons as the 
Trust may determine to be in the best interest of the Trust.  Purchase Agreements may not be revoked, canceled or 
terminated by the prospective Holders, except as therein provided. 

7. The Offering is made exclusively by this Memorandum.  This Memorandum contains a summary 
of certain provisions of the Trust Agreement and the Leases, but only the Trust Agreement and the Leases contain 
complete information concerning the rights and obligations of the parties thereto.  This Memorandum contains 
summaries of certain other documents, which summaries are believed to be accurate, but reference is hereby made 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 any related documents and agreements will be made available to prospective Holders or their 
advisors upon request to the Trust. 

8. During the course of the Offering and prior to sale, prospective Holders are invited to ask questions 
of and obtain additional information from the Trust concerning the terms and conditions of the Offering, the Trust, 
the Depositor, the Trust Manager, the Tenants, the Interests and any other relevant matters, including, but not limited 
to, additional information to verify the accuracy of the information set forth in this Memorandum.  The Trust will 
provide such information to the extent it possesses it or can acquire it without unreasonable effort or expense. 
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9. The Interests are being offered by the Trust subject to (i) the prior sale of the Interests, (ii) the receipt 
and acceptance by the Trust of the relevant Purchase Agreement, (iii) the right of the Trust to reject any Purchase 
Agreement in whole or in part, (iv) the withdrawal, cancellation or modification of the Offering without notice to 
prospective Holders, and (v) certain other conditions. 

10. Because the Interests are not registered under the Securities Act, or the securities laws of any state, 
Holders must hold them indefinitely unless they are registered or qualified under the Securities Act and any applicable 
state securities laws or unless an exemption from such registration and qualification is available.  No public market 
exists for the Interests, and it is highly unlikely that any such market will develop. 

11. The price for the Interests has been arbitrarily determined and is not the result of an arm’s length 
negotiation. 

12. The Trust will maintain a list of states where the Interests may be offered and sold.  

The securities offered hereby have not been registered under the Securities Act or the securities laws 
of any state and are being offered and sold in reliance on exemptions from the registration requirements of the 
Securities Act and such laws.  The securities are subject to restrictions on transferability and resale and may 
not be transferred or resold except as permitted under said act and such laws pursuant to registration or 
exemption therefrom.  In addition, certain disclosure requirements which would have been applicable if the 
Interests were registered are not required to be met and neither the Securities and Exchange Commission nor 
any other federal or state agency has passed upon the merits of or given their approval to the securities, the 
terms of the Offering or the accuracy or completeness of any offering materials.  The Interests are being sold 
only to persons who are Accredited Investors as defined under Regulation D under the Securities Act. 

In making an investment decision, prospective Holders must rely on their own examination of the 
person or entity creating the securities and the terms of the Offering, including the merits and risks involved.  
These securities have not been recommended by any federal or state securities commission or regulatory 
authority. 

The Securities Act and the securities laws of certain jurisdictions grant purchasers of securities sold in 
violation of the registration or qualification provisions of such laws the right to rescind their purchase of such 
securities and to receive back their consideration paid.  The Trust believes that the Offering described in this 
Memorandum is not required to be registered or qualified.  Many of these laws granting the right of rescission 
also provide that suits for such violations must be brought within a specified time, usually 1 year from discovery 
of facts constituting such violation.  Should any Holder institute such an action on the theory that the Offering 
conducted as described herein was required to be registered or qualified, the Trust will contend that the 
contents of this Memorandum constituted notice of the facts constituting such violation. 

No person has been authorized to give any information or make any representations other than those 
set forth in this Memorandum, and, if given or made, such information or representations must not be relied 
upon as having been given by the Trust, the Trust Manager or their Affiliates. 

This Memorandum 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 person making such an offer is not qualified to 
do so, or to any person to whom it is unlawful to make an offer or solicitation. 
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The Offering is being made in reliance on Rule 506(c) of Regulation D promulgated under the 
Securities Act.  The Trust intends to utilize general solicitation for the sale of the Interests.  As a result, all 
Holders must be Accredited Investors, as defined in Regulation D.  Prospective Holders will be required to 
provide sufficient financial information to the Managing Broker-Dealer and/or the applicable registered 
broker-dealer or registered investment advisor so that the Trust can verify that the prospective Holder is an 
Accredited Investor. 

Neither the information contained herein nor any prior, contemporaneous or subsequent 
communication should be construed as legal or tax advice.  Prospective Holders should consult their own legal 
and tax advisors to ascertain the merits and risks of an investment in Interests before investing. 

NOTICE TO FLORIDA RESIDENTS

THE SECURITIES OFFERED HEREBY HAVE NOT BEEN REGISTERED UNDER THE FLORIDA 
SECURITIES AND INVESTOR PROTECTION ACT AND ARE BEING OFFERED AND SOLD IN RELIANCE 
UPON AN EXEMPTION CONTAINED THEREIN.  UNDER FLORIDA LAW, IF SECURITIES ARE SOLD TO 
FIVE OR MORE FLORIDA RESIDENTS, SUCH INVESTORS WILL HAVE A THREE-DAY RIGHT OF 
RESCISSION.  INVESTORS WHO HAVE EXECUTED A PURCHASE AGREEMENT MAY ELECT, WITHIN 
THREE BUSINESS DAYS AFTER THE FIRST TENDER OF CONSIDERATION THEREFORE, TO 
WITHDRAW THEIR PURCHASE AGREEMENT AND RECEIVE A FULL REFUND OF ANY MONEY PAID 
BY THEM.  SUCH WITHDRAWAL WILL BE WITHOUT ANY LIABILITY TO ANY PERSON.  TO 
ACCOMPLISH SUCH WITHDRAWAL, THE WITHDRAWING INVESTOR MUST (i) PROVIDE WRITTEN 
NOTICE TO THE TRUST INDICATING THE INVESTOR’S DESIRE TO WITHDRAW AND (ii) NOT BE A 
BANK, A TRUST COMPANY, A SAVINGS INSTITUTION, AN INSURANCE COMPANY, A DEALER, AN 
INVESTMENT COMPANY, A PENSION OR PROFIT-SHARING TRUST, OR A QUALIFIED INSTITUTIONAL 
BUYER.  THE WRITTEN NOTICE MUST BE SENT AND POSTMARKED PRIOR TO THE END OF THE 
THIRD BUSINESS DAY AFTER THE FIRST TENDER OF CONSIDERATION FOR THE SECURITIES 
PURCHASED.  NOTICE LETTERS SHOULD BE SENT BY CERTIFIED MAIL, RETURN RECEIPT 
REQUESTED, TO ENSURE THAT IT IS RECEIVED AND TO EVIDENCE THE TIME WHEN IT IS MAILED.  
ANY ORAL REQUESTS FOR RESCISSION SHOULD BE ACCOMPANIED BY A REQUEST FOR WRITTEN 
CONFIRMATION FROM THE TRUST THAT THE ORAL REQUEST WAS RECEIVED ON A TIMELY BASIS. 

NOTICE TO PENNSYLVANIA RESIDENTS

EACH PURCHASER WHO IS A PENNSYLVANIA RESIDENT HAS THE RIGHT TO CANCEL AND 
WITHDRAW ITS PURCHASE AGREEMENT AND ITS PURCHASE OF SECURITIES THEREUNDER, UPON 
WRITTEN NOTICE TO THE TRUST GIVEN WITHIN TWO BUSINESS DAYS FOLLOWING THE RECEIPT 
BY THE TRUST OF ITS EXECUTED PURCHASE AGREEMENT.  ANY LETTER OR TELEGRAM NOTICE 
SHOULD BE SENT AND POSTMARKED PRIOR TO THE END OF THE AFOREMENTIONED SECOND 
BUSINESS DAY.  IF YOU ARE SENDING A LETTER, IT IS PRUDENT TO SEND IT BY CERTIFIED MAIL, 
RETURN RECEIPT REQUESTED, TO ENSURE THAT IT IS RECEIVED AND ALSO TO EVIDENCE THE 
TIME WHEN IT WAS MAILED.  IF YOU MAKE THE REQUEST ORALLY, YOU SHOULD ASK FOR 
WRITTEN CONFIRMATION FROM THE TRUST THAT YOUR REQUEST HAS BEEN RECEIVED.  UPON 
SUCH CANCELLATION OR WITHDRAWAL, THE PURCHASER WILL HAVE NO OBLIGATION OR DUTY 
UNDER THE PURCHASE AGREEMENT TO THE TRUST OR ANY OTHER PERSON AND WILL BE 
ENTITLED TO THE FULL RETURN OF ANY AMOUNT PAID BY IT, WITHOUT INTEREST.  NEITHER THE 
PENNSYLVANIA SECURITIES COMMISSION NOR ANY OTHER AGENCY PASSED ON OR ENDORSED 
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THE MERITS OF THE OFFERING, AND ANY REPRESENTATION TO THE CONTRARY IS UNLAWFUL.  
YOUR WITHDRAWAL WILL BE WITHOUT ANY FURTHER LIABILITY TO ANY PERSON. 
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WHO MAY INVEST

The offer and sale of the Interests are being made in reliance on an exemption from the registration 
requirements of the Securities Act.  Accordingly, distribution of this Memorandum has been strictly limited to 
prospective Holders who meet the requirements and make the representations set forth below.  The Trust reserves the 
right to declare any prospective Holder ineligible to purchase an Interest based on any information that may become 
known or available to the Trust concerning the suitability of such prospective Holder or for any other reason. 

Purchaser Suitability Requirements

The purchase of an Interest involves a high degree of risk and is suitable only for persons of substantial 
financial means who have no need for liquidity in this investment.  This investment will be sold only to prospective 
Holders who (i) purchase a minimum of 50 Interests in the Trust (representing an approximate 0.43037% interest in 
the Projects) for a purchase price of $50,000 (the purchase of 50 Interests also includes an allocation of 0.43037% of 
the Loan ($38,108.97)), except that the Trust may permit, in its sole discretion, certain Holders to make a smaller 
investment and (ii) represent in writing that they meet the Purchaser Suitability Requirements (as defined below) 
established by the Trust and as may be required under federal or state law.  Holders should be able to afford the loss 
of their entire investment. 

As a prospective Holder, you must represent in writing that you meet, among others, all of the following 
requirements (the “Purchaser Suitability Requirements”): 

(a) You have received, read and fully understand this Memorandum.  You are basing your decision to invest 
only on this Memorandum.  You have not relied upon any representations made elsewhere or by any other 
person; 

(b) You understand that an investment in an Interest is speculative and involves substantial risks and you are 
fully cognizant of and understand all of the risks relating to a purchase of an Interest, including, but not 
limited to, those risks set forth under “Risk Factors” in this Memorandum; 

(c) Your overall commitment to investments that are not readily marketable is not disproportionate to your 
individual net worth, and your investment in an Interest will not cause such overall commitment to become 
excessive; 

(d) You have adequate means of providing for your financial requirements, both current and anticipated, and 
have no need for liquidity in this investment; 

(e) You can bear and are willing to accept the economic risk of losing your entire investment in an Interest; 

(f) You are acquiring an Interest for your own account and for investment purposes only and have no present 
intention, agreement or arrangement for the distribution, transfer, assignment, resale or subdivision of the 
Interest; 

(g) 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 an Interest and have the ability to protect your own interests in 
connection with such investment; and 

(h) You are an Accredited Investor.  An “Accredited Investor” is:   

If a natural person (including most revocable grantor trusts), a person that: 

(i) has an individual net worth, or joint net worth with his or her spouse or spousal equivalent, in excess 
of $1,000,000 exclusive of the value of his or her primary residence; 

(ii) had an individual income in excess of $200,000, or joint income with his or her spouse or spousal 
equivalent in excess of $300,000, in each of the 2 most recent years and has a reasonable expectation 
of reaching the same income level in the current year; or 
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(iii) holds, in good standing, 1 or more professional certifications or designations or credentials from an 
accredited educational institution that the SEC has designated as qualifying an individual for 
accredited investor status and which the SEC has posted as qualifying.   

If other than a natural person, 1 of the following:  

(i) a corporation, an organization described in Code Section 501(c)(3), a Massachusetts or similar 
business trust, a partnership or a limited liability company, not formed for the specific purpose of 
acquiring an Interest, with total assets in excess of $5,000,000; 

(ii) a trust, with total assets in excess of $5,000,000, not formed for the specific purpose of acquiring an 
Interest and whose purchase is directed by a person who has such knowledge and experience in 
financial and business matters that such person is capable of evaluating the merits and risks of an 
investment in an Interest; 

(iii) a broker-dealer registered pursuant to section 15 of the Securities Exchange Act of 1934, as 
amended;  

(iv) an investment company registered under the Investment Company Act of 1940, as amended (the 
“Investment Company Act”) or a business development company as defined in section 2(a)(48) of 
the Investment Company Act; 

(v) an investment adviser registered pursuant to section 203 of the Investment Advisers Act of 1940, as 
amended (the “Investment Advisers Act”) or registered pursuant to the laws of a state; 

(vi) an investment adviser relying on the exemption from registering with the SEC under section 203(l) 
or (m) of the Investment Advisers Act; 

(vii) an insurance company as defined in section 2(a)(13) of the Securities Act of 1933, as amended (the 
“Securities Act”); 

(viii) a Small Business Investment Company licensed by the United States Small Business Administration 
under section 301(c) or (d) of the Small Business Investment Act of 1958;  

(ix) a private business development company as defined in section 202(a)(22) of the Investment 
Advisers Act; 

(x) a bank as defined in section 3(a)(2) of the Securities Act, or any savings and loan association or 
other institution as defined in section 3(a)(5)(A) of the Securities Act whether acting in its individual 
or fiduciary capacity; 

(xi) a Rural Business Investment Company as defined in section 384A of the Consolidated Farm and 
Rural Development Act; 

(xii) an entity that is not listed in Rule 501(a)(1), (2), (3), (7) or (8) of the Securities Act not formed for 
the specific purpose of acquiring an Interest, owning Investments (as defined in Rule 2a51-1(b) 
under the Investment Company Act) in excess of $5,000,000; 

(xiii) a “family office” as defined in rule 202(a)(11)(G)-1 under the Investment Advisers Act (a) with 
assets under management in excess of $5,000,000, (b) that is not formed for the specific purpose of 
acquiring the securities offered and (c) whose prospective investment is directed by a person who 
has such knowledge and experience in financial and business matters that such family office is 
capable of evaluating the merits and risks of the prospective investment; 

(xiv) a “family client” as defined in rule 202(a)(11)(G)-1 under the Investment Advisers Act, of a family 
office meeting the requirements under “family office” above and whose prospective investment in 
the issuer is directed by such family office as required pursuant to clause (c) in such definition; or  
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(xv) an entity in which all of the equity owners are Accredited Investors; or  

(xvi) a grantor revocable trust where the grantors meet the qualifications under “If a natural person” 
above. 

In addition, the SEC has issued certain no action letters and interpretations in which it deemed 
certain trusts to be Accredited Investors, such as trusts where the trustee is a bank as defined in 
section 3(a)(2) of the Securities Act and revocable grantor trusts established by individuals who 
meet the requirements of clauses (i) or (ii) of the first sentence of this paragraph (h).  However, these 
no-action letters and interpretations are very fact specific and should not be relied upon without 
close consideration of your unique facts.   

For purposes of determining the “net worth” of a natural person, net worth means the excess of total 
assets at fair market value over total liabilities, except that the value of the principal residence owned 
by a natural person will be excluded for purposes of determining such natural person’s net worth.  
In addition, for purposes of this definition, the related amount of indebtedness secured by the 
primary residence up to the primary residence’s fair market value may be excluded, except in the 
event such indebtedness increased in the 60 days preceding the purchase of the Interest and was 
unrelated to the acquisition of the primary residence, then the amount of the increase must be 
included as a liability in the net worth calculation.  Moreover, indebtedness secured by the primary 
residence in excess of the fair market value of such residence should be considered a liability and 
deducted from the natural person’s net worth. 

For purposes of determining the joint “net worth” of natural persons, joint net worth can be the 
aggregate net worth of the investor and spouse or spousal equivalent; assets need not be held jointly 
to be included in the calculation.  Reliance on the joint net worth standard described herein does not 
require that the securities be purchased jointly. 

A “spousal equivalent” means a cohabitant occupying a relationship generally equivalent to that of 
a spouse. 

For purposes of determining whether a natural person is an Accredited Investor, the SEC has posted 
the following qualifying professional certifications as of the date of this Memorandum: holders in 
good standing of FINRA Series 7, Series 65, and Series 82 licenses. 

In addition, you must represent in writing that you: 

(i) understand that the tax consequences of an investment in an Interest, 
especially the treatment of the transaction under Code Section 1031 and the 
related “1031 exchange” rules, are complex and vary with the facts and 
circumstances of each individual Holder, (ii) understand and are aware that 
there are substantial uncertainties regarding the treatment of an Interest as 
real estate for income tax purposes, (iii) have read this entire Memorandum 
(including any supplements thereto) and fully understand that there is a 
significant risk that an Interest will not be treated as real estate for income 
tax purposes, (iv) if you are engaging in a tax-deferred exchange under Code 
Section 1031, you have independently obtained advice from your legal 
counsel and/or accountant regarding such tax-deferred exchange, including, 
without limitation, whether the acquisition of an Interest may qualify as part 
of a tax-deferred exchange, (v) understand that the Trust will not obtain a 
ruling from the IRS that an Interest will be treated as an undivided interest 
in real estate for federal income tax purposes and (vi) understand that the 
opinion of counsel is only counsel’s view of the anticipated tax treatment and 
that there is no guaranty that the IRS will agree with such opinion.

Additional representations of each Holder are set forth in the Trust Agreement. 
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The Trust will not accept any charitable remainder trust, foreign investor or pension plan as an investor in 
the Trust. 

In the event that the Trust is relying on a certification from a registered broker-dealer, a registered investment 
advisor, that a prospective Holder is an Accredited Investor, the registered broker-dealer, registered investment 
advisor, must have verified that the prospective Holder was an Accredited Investor within the 3-month period prior to 
the date that the prospective Holder acquires an Interest. 

Discretion of the Trust

The Purchaser Suitability Requirements stated above represent minimum suitability requirements, as 
established by the Trust for Holders.  Accordingly, the satisfaction of the Purchaser Suitability Requirements by a 
prospective Holder will not necessarily mean that the Interests are a suitable investment for such prospective Holder, 
or that the Trust will accept the prospective Holder as a purchaser of an Interest.  Furthermore, the Trust may modify 
such requirements in its sole discretion, and any such modification may raise the suitability requirements for Holders. 

The written representations made by a prospective Holder will be reviewed to determine the suitability of 
each prospective Holder.  The Trust has the right to refuse a purchase of an Interest for any reason, including but not 
limited to, if it believes that a prospective Holder does not meet the applicable Purchaser Suitability Requirements, or 
the Interests otherwise constitute an unsuitable investment for such prospective Holder. 
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SUMMARY OF THE OFFERING

The following material is intended to provide selected limited information about the Trust, the Projects and 
the Offering and should be read in conjunction with, and is qualified in its entirety by, the detailed information 
appearing elsewhere in this Memorandum. 

Prospective Holders are urged to read this entire Memorandum before investing in an Interest.  This 
Memorandum contains forward-looking statements that involve risks and uncertainties.  The Projects’ actual results 
and the Trust’s actual results may differ significantly from the results discussed in the forward-looking statements.  
Factors that might cause such differences include, but are not limited to, those discussed under “Risk Factors.” 

Securities Offered: The Trust is offering up to 11,618 Class A Beneficial Interests (the “Interests”) 
in the Trust.  The Interests will be evidenced by certificates.  The purchase price 
for an Interest in the Trust is $1,000 in cash.  Each prospective Holder must 
purchase at least 50 Interests in the Trust (a $50,000 equity investment), unless 
a smaller investment is allowed in the sole discretion of the Trust.  The purchase 
of 50 Interests in the Trust also includes an allocation of 0.43037% of the Loan 
($38,108.97). 

The Trust – Objectives: The principal objectives of the Trust will be to (i) distribute to the Holders rent, 
after payment of debt service and expenses, at levels beginning at 5.25%, 
increasing up to 5.475% for the first 5 years of ownership, and ranging from 
approximately 4.26% to 4.61% thereafter through the 9th year of ownership, (ii) 
preserve the capital of the Holders and (iii) prepare the Projects to be sold within 
9 years.  There can be no assurance that any of these objectives will be 
achieved.  See “Risk Factors.” 

Use of Proceeds: The Offering of 11,618 Interests as set forth in this Memorandum is being made 
to redeem the Depositor’s beneficial interest in the Trust.

The Trust – Formation and 
Ownership: 

The Trust is a newly-formed Delaware statutory trust formed pursuant to a trust 
agreement dated February 5, 2026 by and between the Depositor and the 
Delaware Trustee.  The Trust has no prior operating history.  The Depositor, the 
Trust Manager and the Delaware Trustee entered into the Second Amended and 
Restated Trust Agreement (the “Trust Agreement”) at the time that the Trust 
acquired the Projects and entered into the Loan.  The Depositor deposited into 
the Trust (i) the Acquisition Agreements, and (ii) $8,854,934 for the acquisition 
of the Projects plus $8,249 in Trust Reserves, in exchange for all of the Class B 
beneficial interests in the Trust.  Proceeds from the Offering will be used to 
redeem, on a one-for-one basis, the Class B beneficial interests in the Trust held 
by the Depositor.  If the Maximum Offering Amount is sold, the Trust will be 
owned 100% by the Holders.  If the Maximum Offering Amount is not raised 
on or before the Offering Termination Date, the Depositor will convert any Class 
B beneficial interests held at the time of the Offering Termination Date to 
Interests.  Pursuant to the Trust Agreement, there can be no more than 480 
Holders. 

Description of the Projects: The Projects each consist of a freestanding, single-tenant building.  Each Project 
is 100% triple net leased and occupied by its respective Tenant.  Basic 
information about the Projects is summarized as follows: 

Birmingham Project 
Address: 2301 John Hawkins Pkwy, Hoover, AL 35244 
Tenant: Alabama CVS Pharmacy, L.L.C. 
Year Constructed: 2001
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Allocated Purchase Price: $3,114,357.00 
Percentage of Total Purchase Price: 17.69% 
Parking Spaces: 66 total spaces (including 3 handicap) 
Use: Retail – Pharmacy with Drive-Through 

Millbrook Project 
Address: 3680 Highway 14, Millbrook, AL 36054 
Tenant: Alabama CVS Pharmacy, L.L.C. 
Year Constructed: 2001 
Allocated Purchase Price: $2,040,643.00 
Percentage of Total Purchase Price: 11.59% 
Parking Spaces: 55 total spaces (including 3 handicap) 
Use: Retail – Pharmacy with Drive-Through 

Charleston Project 
Address: 885 Oakwood Road, Charleston, WV 25314 
Tenant: West Virginia CVS Pharmacy, L.L.C. 
Year Constructed: 2016 
Allocated Purchase Price: $3,663,000.00 
Percentage of Total Purchase Price: 20.80% 
Parking Spaces: 49 total spaces (including 4 handicap) 
Use: Retail – Pharmacy with Drive-Through 

Eastchester Project 
Address: 2630 Eastchester Drive, High Point, NC 27265 
Tenant: Pinnacle Bank, a Tennessee banking corporation (“Pinnacle Bank”) 
Year Constructed: 2008 
Allocated Purchase Price: $4,075,548.80 
Percentage of Total Purchase Price: 23.14% 
Parking Spaces: 38 total spaces (including 2 handicap) 
Use: Retail – Bank 

Westchester Project 
Address: 1813 Westchester Drive, High Point, NC 27262 
Tenant: Pinnacle Bank 
Year Constructed: 1972 
Allocated Purchase Price: $1,459,803.90 
Percentage of Total Purchase Price: 8.29% 
Parking Spaces: 43 total spaces (including 0 handicap) 
Use: Retail – Bank 

Thomasville Project 
Address: 831 Julian Avenue, Thomasville, NC 27360 
Tenant: Pinnacle Bank 
Year Constructed: 1992 
Allocated Purchase Price: $3,256,210.60 
Percentage of Total Purchase Price: 18.49% 
Parking Spaces: 53 total spaces (including 2 handicap) 
Use: Retail – Bank 

See “Description of the Projects” and “Description of the Market.” 

Closing Arrangements: Each prospective Holder will be required to return to the Trust a Purchaser 
Questionnaire (attached as Exhibit A), Purchase Agreement (attached as 
Exhibit B) and signature to the Trust Agreement (attached as Exhibit C).  
Prospective Holders may be accepted or rejected by the Trust at any time within 



1628928397.12 (7)

30 days of receipt of the foregoing documents.  Funds for the purchase of 
Interests will be deposited with the Trust upon acceptance of the prospective 
Holder by the Trust. 

No purchase requests for Interests will be closed unless and until the effective 
date of the Conversion Notice (as defined in the Trust Agreement) that the Trust 
has been converted into an investment trust.  Prospective Holders who are 
subject to the approval of the Lender, if any, may be accepted or rejected by the 
Lender at any time before the close of the purchase.  There can be no assurances 
that the Lender, if Lender approval is required, will approve any such 
prospective Holder in a timely manner or at all.  Prospective Holders cannot 
acquire the Interests if the Trust (or, if applicable, the Lender) does not approve 
such purchase.  If approved by the Trust (and, if applicable, the Lender), the 
Holder must deliver the full amount of the purchase price for the Interest at the 
close of the purchase of the Interest and satisfy certain other closing conditions 
set forth in the Purchase Agreement in order to be admitted to the Trust. 

All funds for the purchase of an Interest will either be received in trust by such 
prospective Holder’s registered representative, who is required to promptly 
deposit such funds into the Trust.  Within a reasonable time after closing the 
purchase of the Interests by a Holder, certificates representing the Interests will 
be issued and a confirmation statement reflecting the Interests purchased will be 
delivered to each Holder.  See “Plan of Distribution.” 

Voting Rights of the Holders: The Holders have no voting rights.   

The Trust – Delaware Trustee: United Corporate Services, Inc., a Delaware corporation, an unaffiliated third 
party, is the Delaware Trustee pursuant to the Trust Agreement.  The Delaware 
Trustee will receive from the Trust an annual fee of $1,230 for its services as 
Delaware Trustee.  See “Summary of the Trust Agreement.” 

The Trust – Trust Manager: ARCTRUST Exchange ST LLC, a Delaware limited liability company, is the 
Trust Manager.  The Trust Manager is an Affiliate of the Depositor.  The Trust 
Manager is obligated to manage the Trust in the manner provided in the Trust 
Agreement.  The Trust Manager will receive an annual management fee of 
$58,090, payable in equal monthly installments.  See “Summary of the Trust 
Agreement.” 

The Trust – No Control Over 
Sale: 

Subject to the terms of the Trust Agreement and the Loan Documents, the Trust 
may only sell the Projects after the Trust has held the Projects for 2 years 
following the Offering Termination Date, if the Trust Manager determines that 
it is appropriate to do so; provided, however, the Trust may sell the Projects 
earlier if the Trust Manager has made a determination, in its sole discretion, that 
an event has occurred which could significantly and adversely affect the 
Projects, including, but not limited to, condemnation or casualty, which was not 
contemplated at the time the Trust acquired the Projects.  In the event that a 
purchaser of a Project is affiliated with the Trust Manager, the Trust must obtain 
an independent third-party appraisal of the Project and the purchase price of the 
Project must equal or exceed the appraised value of the Project.

FMV Option: Beginning 2 years after the Offering Termination Date, in order to provide 
potential tax-efficient options for the disposition of the Projects, the Trust 
Manager has the right, but not the obligation, to acquire the Interests (the “FMV 
Option”) for either (i) cash or (ii) units (“Units”) in an entity organized or 
identified by the Trust Manager (an “Exchange Entity”).  Holders will receive 
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cash unless such Holder elects to receive Units in the Exchange Entity (and such 
Holder meets the investor suitability requirements for the Exchange Entity). 

The consideration to be paid to the Holders will be determined by multiplying 
the percentage interest in the Projects represented by the Holder’s Interest by the 
value of the Projects (the “Interest FMV”) at the time the FMV Option is 
exercised.  The value of the Projects will be determined by (a) reducing the gross 
fair market value of the Projects by (i) any and all secured or unsecured liabilities 
and accounts payable and (ii) any fee or other amount that would be payable to 
the Trust Manager or its Affiliates, including any property management and 
related fees and disposition fees (which fees will be paid by the Trust at the time 
that the Interests are transferred) and (b) increasing the value by (i) reserves, 
(ii) cash and (iii) accounts receivable.  The gross fair market value of the 
Projects will be the fair market value of the Projects as of the date the FMV 
Option notice is sent to Holders and determined by a MAI appraiser (or 
appraisers) that has (or have) at least 5 years’ experience in the market areas in 
which the Projects are located.  The appraiser(s) will have 30 days to determine 
the fair market value of the Projects, and the closing of the contribution of the 
Interests will occur within 30 days of such determination of the fair market 
value. 

Dissolution of the Trust – 
Conversion: 

The Trust will terminate and dissolve, and distribute all of its assets to the 
Holders, in accordance with the Trust Agreement, on the first to occur of (i) the 
Trust Termination Date, (ii) a Transfer Distribution (as defined below) or 
(iii) the sale of the Projects.  A “Transfer Distribution” will occur if the Trust 
Manager makes a determination, in writing, that dissolution of the Trust is 
necessary and appropriate because one of the following occurs:  (i) a Tenant has 
failed to timely pay rent due under a Lease after expiration of the applicable 
notice and cure periods in such Lease (and the Trust is prohibited from taking 
actions that would remedy the situation), (ii) the Projects are in jeopardy of 
being lost due to a default under the Loan (and the Trust is prohibited from 
taking actions that would remedy the situation), (iii) a Tenant files for 
bankruptcy, seeks appointment of a receiver, makes an assignment for the 
benefit of its creditors or there occurs any similar event, (iv) all or any portion 
of the Trust Estate becomes subject to a casualty, condemnation or similar event 
or (v) the Trust Manager determines it is necessary to take a Prohibited Action 
(as defined below) in order to avoid the loss or potential loss of all or a portion 
of the Trust Estate or its value.  In the event that the Trust Manager determines 
that dissolution of the Trust is necessary and appropriate because of a Transfer 
Distribution, the Trust Manager will transfer title to the Projects (or convert the 
Trust) to a newly formed Delaware limited liability company (the “Springing 
LLC”), which will be owned by the Holders at the time of conversion and will 
be managed by the Trust Manager. 

The Trust may not take any of the following actions (collectively, the 
“Prohibited Actions”):  (i) sell, transfer or exchange a Project except as required 
or permitted under the Trust Agreement, (ii) invest or reinvest any cash held by 
the Trust (including reserves) in anything other than short-term obligations 
maturing prior to the next distribution date, and held to maturity, of, or 
guaranteed by, the United States or any agency or instrumentality thereof, and 
certificates of deposit or interest-bearing bank accounts with a bank or trust 
company having a minimum stated capital and surplus of $100,000,000, 
(iii) reinvest any monies of the Trust except to make minor nonstructural 
modifications or repairs to a Project as permitted under the Trust Agreement, 
(iv) reinvest the proceeds from the sale of a Project, (v) renegotiate or refinance 
the Loan, except in the case of a Tenant’s bankruptcy or insolvency, 
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(vi) renegotiate, alter or extend any of the Leases, or enter into a new lease, 
except in the case of a Tenant’s bankruptcy or insolvency, (vii) make any 
modifications to the Projects other than minor nonstructural modifications or as 
required by law, (viii) accept any capital contributions from any owner or other 
person (other than from the sale of the Interests which amounts are distributed 
to the Depositor) or (ix) take any other action that would, in the opinion of tax 
counsel, cause the Trust to be treated as a business entity for federal income tax 
purposes, if the effect of the action would be to create a power under the Trust 
Agreement to “vary the investment of the certificate holders” under Treasury 
Regulations Section 301.7701-4(c)(1) and the Revenue Ruling. 

If a Project is transferred (or the Trust is converted) to the Springing LLC, the 
Holders will lose their ability to participate in a Code Section 1031 exchange 
upon the sale or disposition of the applicable Project.

Conversion – Business and 
Purpose of the Springing LLC: 

The Springing LLC will be formed to hold one or more of the Projects upon a 
Transfer Distribution.  If the Springing LLC is formed, the Holders will own 
100% of the membership interests in the Springing LLC.  The Springing LLC 
will be managed by the Trust Manager.  Until the Loan is paid in full, certain 
additional restrictions may apply to the Springing LLC.  See “Summary of the 
Trust Agreement” and “Summary of the Springing LLC Limited Liability 
Company Agreement.”

Acquisition Terms: The Trust acquired the Projects from the Sellers for an aggregate purchase price 
of $17,709,934, allocated as follows:  

 The Alabama CVS Projects were purchased from SCP 2001A-CSF-1 LLC, 
a Delaware limited liability company (the “Birmingham Seller”) and SCP 
2001A-CSF-4 LLC, a Delaware limited liability company (the “Millbrook 
Seller,” and together with the Birmingham Seller, the “Alabama CVS 
Seller”), pursuant to that certain Purchase and Sale Agreement dated as of 
November 17, 2025 (the “Alabama CVS Acquisition Agreement”) for a 
combined purchase price of $5,155,000, allocated $3,114,357 to the 
Birmingham Project and $2,040,643 to the Millbrook Project, as amended 
by that certain First Amendment to Purchase and Sale Agreement dated 
December 18, 2025, as amended by that certain Second Amendment to 
Purchase and Sale Agreement dated December 30, 2025, as amended by 
that certain Third Amendment to Purchase and Sale Agreement dated 
December 31, 2025, and as amended by that certain Fourth Amendment to 
Purchase and Sale Agreement dated January 22, 2026.   

 The Charleston Project was purchased from J&D Rose Properties, LLC, a 
Delaware limited liability company (the “Charleston Seller”), pursuant to 
that certain Purchase and Sale Agreement and Escrow Instructions dated as 
of November 24, 2025 (the “Charleston Acquisition Agreement”) for a 
purchase price of $3,663,000, as amended by that certain First Amendment 
to Purchase Agreement and Escrow Instructions dated December 23, 2025, 
as amended by that certain Second Amendment to Purchase Agreement and 
Escrow Instructions dated January 2, 2026, and as amended by that certain 
Third Amendment to Purchase Agreement and Escrow Instructions dated 
January 27, 2026. 

 The Pinnacle Bank Projects were purchased from PNB Portfolio Owner 
LLC, a Delaware limited liability company (the “Pinnacle Bank Seller”), 
pursuant to that certain Agreement for Purchase and Sale of Real Property 
dated as of December 3, 2025 (the “Pinnacle Bank Acquisition 
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Agreement,” and together with the Alabama CVS Acquisition Agreement 
and the Charleston Acquisition Agreement, individually, an “Acquisition 
Agreement” and collectively, the “Acquisition Agreements”), which 
included the following purchase price allocations for the Pinnacle Bank 
Projects: $4,075,548.80 for the Eastchester Project, $1,459,803.90 for the 
Westchester Project, and $3,256,210.60 for the Thomasville Project, as 
amended by that certain First Amendment to Agreement for Purchase and 
Sale of Real Property dated December 23, 2025, as amended by that certain 
Second Amendment to Agreement for Purchase and Sale of Real Property 
dated January 9, 2026, and as amended by that certain Third Amendment 
to Agreement for Purchase and Sale of Real Property dated January 22, 
2026. 

The net amount retained by the Depositor from Offering Proceeds after the 
payment of the costs and expenses described above, will be approximately 
$442,573.  The Trust will redeem all of the Class B beneficial interests held by 
the Depositor for $11,618,000 which is greater than the amount contributed by 
the Depositor for all of the Class B beneficial interests in the Trust ($8,854,934 
plus $8,249 in Trust Reserves).  See “Compensation to the Depositor, the Trust 
Manager and Their Affiliates” and “Estimated Use of Proceeds.” 

Projects – Financing: The Trust obtained a loan to acquire the Projects in the original principal amount 
of $8,855,000 (the “Loan”) from Provident Bank (the “Lender”).  The Loan 
bears interest at an initial fixed rate equal to 5.75%.  The Loan is interest only 
for the initial 5-year term with a balloon payment at maturity.  The Loan has a 
maturity date of February 2031.  However, the Loan will automatically extend 
for 2 two-year periods unless the Loan is in default at the time of the automatic 
extension. The interest rate at the end of the 5-year term and 7-year term, as 
applicable, will automatically reset to the 2-year United States treasury rate as 
of the end of the term plus 200 basis points, but not less than 5.75% per annum.  
In addition, if the Loan is still outstanding at the end to the initial 5-year term 
and at the end of the 7-year term (the five-year term plus the initial 2-year 
extension) the DST will be obligated to pay an additional amount to the Lender 
equal to 20 basis points (0.20%) of the outstanding principal balance of the Loan 
at such times.  The Lender has provided individual release prices for the Projects 
in the event less than all of the Projects are sold at one time.  The Loan may be 
prepaid at any time but is subject to a prepayment penalty of (i) 3% of the amount 
prepaid if the payment occurs during the first year of the Loan term, (ii) 2% of 
the amount prepaid if the payment occurs during the second year of the Loan 
term, (iii) 1% of the amount prepaid if the payment occurs during the third or 
fourth year of the Loan term, and (iv) 0.5% of the amount prepaid if the payment 
occurs during the fifth year of the Loan term, but there is no prepayment penalty 
if the payment occurs during the last 3 months of the Loan term.  The Loan 
Documents require that the Trust notify Lender if any individual (not an entity) 
at any time owns 20% or more of the Interests.  The Loan is nonrecourse to the 
Trust, and the Guarantor, a principal of the Trust Manager, entered into an 
indemnification agreement for certain nonrecourse carve-outs.  See “Financing 
Terms.”

State Tax: Each Holder that is not currently filing a state income tax return in the states 
where the Projects are located may now be required to file an income tax return 
and pay tax in each state where a Project is located.  Generally, each Holder’s 
income attributable to the Trust will be equal to their pro rata portion of rent paid 
under the Leases.  In addition, the Holders and their principals may also be 
subject to taxes in the state in which the Holders and their principals reside.  
There is no assurance that state law will be consistent with the federal rules with 
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respect to deferred tax treatment, the treatment of the Trust as an investment 
trust, or other items.  Each Holder should consult their own tax advisor with 
respect to the tax treatment of an acquisition of an Interest in the state in which 
such Holder resides and in each state where a Project is located. 

Projects – Operation and 
Management: 

It is anticipated that the Trust will own and lease the Projects for approximately 
9 years.  The Trust assumed the Leases for the Projects.

Transferability of Interests: The Holders will be able to sell their Interests, subject to applicable securities 
laws and any required consents or other requirements of the Lender (if Lender 
approval is required).  In addition, the number of Holders is limited to 480.  No 
transfer will be effective until the assignee executes a counterpart to the Trust 
Agreement, the Trust issues a new certificate representing the Interests 
transferred and the Trust updates its ownership records to reflect the assignment. 

Compensation to the Depositor, 
the Trust Manager and Their 
Affiliates: 

The Depositor and its Affiliates, including the Trust Manager, will receive 
substantial fees and compensation related to the acquisition of the Projects, the 
operation and management of the Projects and the sale of the Projects.  See 
“Compensation to the Depositor, the Trust Manager and Their Affiliates.” 

Purchaser Suitability 
Requirements: 

The Offering is strictly limited to persons who meet the Purchaser Suitability 
Requirements including the minimum financial requirements as to income and 
net worth, among other requirements set forth under “Who May Invest.”  In the 
event that the Trust is relying on a certification from a registered broker-dealer 
or a registered investment advisor that a prospective Holder is an Accredited 
Investor, the registered broker-dealer or registered investment advisor must have 
verified that the prospective Holder was an Accredited Investor within the 3 
month period prior to the date that the prospective Holder acquires an Interest.  
“Who May Invest.” 

Second Amended and Restated 
Trust Agreement: 

Each Holder will be required to enter into the Trust Agreement in the form 
attached hereto as Exhibit C.  The sole right of the Holders under the Trust 
Agreement is to receive distributions from the Trust as a result of the Trust’s 
ownership or sale of the Projects.  The Holders will not have the right or power 
to direct in any manner the actions of the Trust, the Depositor or the Trust 
Manager in connection with the management or operation of the Trust.  The 
Holders have no voting rights, including as to whether or not the Projects are 
sold.  In addition, neither the Trust nor the Holders will have any right or power 
to (i) contribute additional assets to the Trust, (ii) cause the Trust to negotiate or 
renegotiate any loans or leases or (iii) cause the Trust to sell all or any portion 
of its assets and reinvest the proceeds of such sale or sales.  The Holders have 
no right to possession of the Projects.  Each Holder waives any right to seek a 
judicial dissolution of the Trust, to terminate the Trust or to partition the Trust 
Estate.  The Trust will expire on the Trust Termination Date, and may dissolve 
earlier pursuant to the terms of the Trust Agreement.  See “Summary of the Trust 
Agreement.” 

Leases: The rights and obligations regarding the lease of the Projects by the Trust to the 
Tenants are governed by each of the Leases:   

 The Birmingham Project is subject to that certain Lease dated January 7, 
2002, by and between SCP 2001A-CSF-1 LLC, as the landlord, and 
Birmingham AL CVS, Inc., an Alabama corporation, as the tenant, which 
tenant’s interest has been assigned to Alabama CVS Pharmacy, L.L.C., an 
Alabama limited liability company, as amended by that certain First 
Amendment to Lease from 2026 (collectively, the “Birmingham Lease”). 
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 The Millbrook Project is subject to that certain Lease dated December 13, 
2001, by and between SCP 2001A-CSF-4 LLC, as the landlord, and Big B, 
Inc., an Alabama corporation, as the tenant, which tenant’s interest has 
been assigned to Alabama CVS Pharmacy, L.L.C., as amended by that 
certain First Amendment to Lease from 2026, by and between ARCTRUST 
Exchange DST, a Delaware Statutory Trust, as the landlord, and Alabama 
CVS Pharmacy, L.L.C., as the tenant (collectively, the “Millbrook Lease”). 

 The Charleston Project is subject to that certain Lease dated October 16, 
2015 (the “Charleston Lease”), by and between DBD NOCIGS 16 LLC, a 
Delaware limited liability company, as the original landlord, and West 
Virginia CVS Pharmacy, L.L.C., a West Virginia limited liability 
company, as the tenant.  The landlord’s interest in the Charleston Lease 
was assigned to Chinyeh Rose Hostler, trustee of the Revocable Trust 
Agreement of Chinyeh Rose Hostler, pursuant to that certain Assignment 
and Assumption of Lease dated November 14, 2016. The Charleston 
Project was subsequently transferred to Charleston Seller without 
documenting the lease transfer from the previous owner to the Charleston 
Seller.

 The Pinnacle Bank Projects are each subject to separate Lease Agreements 
with Pinnacle Bank, including: (i) the Lease Agreement dated June 9, 2023 
for the Eastchester Project (the “Eastchester Lease”), (ii) Lease Agreement 
dated June 9, 2023 for the Westchester Project (the “Westchester Lease”), 
and  (iii) Lease Agreement dated April 21, 2023 for the Thomasville Project 
(the “Thomasville Lease” and together with the Eastchester Lease and the 
Westchester Lease, collectively, the “Pinnacle Bank Leases”). 

See “Description of the Projects – Summary of the Leases.” 

Trust Obligations: The Tenants are responsible for taxes and utilities related to their respective 
Project and are required to restore the Projects after a casualty in certain 
circumstances.  The Trust is responsible for debt service under the Loan and 
certain Trust operating expenses (collectively, the “Trust Obligations”). 

See “Description of the Projects – Summary of the Leases.” 

Risk Factors and Conflicts of 
Interest:

Prospective Holders should carefully review the matters discussed under “Risk 
Factors” and “Conflicts of Interest.” 

Defined Terms: Terms having their first letter capitalized in this Memorandum and not defined 
herein are defined in the Trust Agreement. 
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RISK FACTORS

The purchase of an investment in an Interest is speculative and involves a high degree of risk.  
Prospective Holders should read this entire Memorandum and review the Projections, and the assumptions 
contained herein, before making an investment.  Prospective Holders should be able to afford the loss of all or 
a substantial part of their investment.  It is impossible to accurately predict the results to a Holder of an 
investment in the Trust because of the recent formation of the Trust and general uncertainties in the 
commercial real estate industry.  Prospective Holders should consider carefully the following risks, and should 
consult with their own legal, tax, and financial advisors with respect thereto.

This Memorandum contains forward-looking statements that involve risks and uncertainties.  These 
statements are only predictions and are not guarantees.  Actual events and results of operations could differ 
materially from those expressed or implied in the forward-looking statements.  Forward-looking statements 
are typically identified by the use of terms such as “may,” “will,” “should,” “expect,” “could,” “intend,” 
“anticipate,” “plan,” “estimate,” “believe,” “potential,” or the negative of such terms or other comparable 
terminology.  The forward-looking statements included herein are based upon the Trust Manager’s current 
expectations, plans, estimates, assumptions and beliefs that involve numerous risks and uncertainties.  
Although the Trust Manager believes that the expectations reflected in such forward-looking statements are 
based on reasonable assumptions, the Trust’s actual results may differ significantly from the results discussed 
in the forward-looking statements.  Factors that might cause such differences include, but are not limited to, 
those described below.  Any assumptions underlying forward-looking statements could be inaccurate.  
Prospective Holders of Interests are cautioned not to place undue reliance on any forward-looking statements 
contained herein.  The actual results of the Projects, and therefore the Trust, may differ significantly from the 
results discussed in the forward-looking statements.

Risks Relating to the Trust Structure

Trust Obligations.  The Trust is responsible for debt service under the Loan and certain Trust operating 
expenses.  Some of the Trust Obligations are variable expenses and could be higher than anticipated.  If the amount 
of the Trust Obligations increase, the amount distributed to the Holders will decrease and the return to the Holders 
could be significantly lower than projected.  In addition, the Trust may not have sufficient funds to pay the Trust 
Obligations.  The Trust is not able to accept any additional capital contributions or obtain additional financing secured 
by the Projects.  Thus, if the Trust does not have sufficient funds to pay for these items, the Projects would be required 
to be transferred (or the Trust converted) to the Springing LLC and the Holders will lose their ability to participate in 
a Code Section 1031 exchange upon the sale or other disposition of the Projects. 

Compliance with Revenue Ruling.  The Trust must be a passive owner of the Projects in order to qualify 
as an investment trust.  Because the Trust is responsible for the Trust Obligations, it is possible that the Trust could 
be viewed as having the power to vary the investment of the Holders.  In such case, the Trust would be viewed as a 
partnership and not as an investment trust and the Interests would not qualify as like-kind property for purposes of 
Code Section 1031.  The Trust Agreement restricts the ability of the Trust to take any action that would violate the 
provisions of the Revenue Ruling.  Delaware statutory trusts are a relatively recent form of ownership and there is 
limited guidance with respect to the federal tax treatment of the Delaware statutory trust. 

Inflexibility of the Trust as a Vehicle to Own Real Property; Inability to Take Business Actions. The 
Trust Manager has attempted to structure the Trust so that it is the passive owner of the Projects.  The Trust is an 
inflexible investment vehicle for owning real property.  It lacks the ability to change its course of action due to 
circumstances beyond its control.  If circumstances beyond the control of the Trust occur, the Trust will not have the 
ability to change its business.  If adverse circumstances arise for any reason, the Trust cannot renegotiate or refinance 
the Loan or invest any cash held by the Trust (including reserves) in anything other than short-term obligations that 
mature prior to the next distribution date and which obligations are required to be held until maturity, accept additional 
contributions, or renegotiate the Leases with the Tenants (other than because of the bankruptcy or insolvency of a 
Tenant).  The Trust may only sell the Projects after the Trust has held the Projects for 2 years following the Offering 
Termination Date, and then only if the Trust Manager determines that it is appropriate to do so; provided, however, 
the Trust may sell the Projects earlier if the Trust Manager has made a determination, in its sole discretion, that an 
event has occurred which could significantly and adversely affect the Projects, including, but not limited to, 
condemnation or casualty, which was not contemplated at the time the Trust acquired the Projects.  If no determination 
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to sell the Projects is made prior to the Trust Termination Date, the Trust will be dissolved and the Projects will be 
transferred (or the Trust will be converted) to the Springing LLC.  If the Trust is required to take certain actions that 
are not within its power, one or more of the Projects will be transferred (or the Trust will be converted) to the Springing 
LLC, which entity will have the ability to renegotiate the leases, sell the Projects and/or finance or refinance any loan.  
There is no assurance that adverse consequences will not occur before the sale of the last Project.  If the Projects are 
transferred (or the Trust is converted) to the Springing LLC, the Holders will lose their ability to participate in a Code 
Section 1031 exchange upon the sale or other disposition of the Projects.  See “Summary of the Trust Agreement.” 

Reliance on the Trust Manager.  All decisions regarding management and operation of the Trust will be 
made exclusively by the Trust Manager, and the Holders have no voting rights, including with respect to the sale of 
the Projects.  The Trust Manager will not consult with the Holders when making any decisions with respect to the 
Projects or the Trust, including with respect to the making of any distributions.  Prospective Holders that purchase 
Interests must entrust all aspects of the management and operation of the Trust to the Trust Manager.  The Trust 
Manager is newly formed with no operating history or assets and has no fiduciary duty to the Holders.  There is no 
assurance that the Trust Manager will effectively or successfully manage and operate the Trust and its assets.  The 
Trust Manager may retain independent contractors to provide various services to the Trust.  The independent 
contractors will also have no fiduciary duty to the Holders and may not perform successfully. 

Holders Do Not Have Legal Title to the Projects.  The Holders will not have legal title to the Projects.  
Rather, they will only hold beneficial interests in the Trust.  The Holders will not have the right to seek an in-kind 
distribution of the Projects or to partition the Projects.  The sole right of the Holders is to receive distributions from 
the Trust (when and if such distributions are made pursuant to the Trust Agreement and as permitted under the Loan 
Documents). 

Potential Continued Ownership of Beneficial Interests by the Depositor.  If less than the Maximum 
Offering Amount is sold in the Offering, any Class B beneficial interests held by the Depositor on the Offering 
Termination Date will be converted to Interests.  The continued ownership of the Interests by the Depositor could 
create a conflict of interest with respect to the Trust Manager’s management of the Trust and the management of the 
Depositor.  There is no method established for resolving any conflict arising from the ownership of such Interests and 
the duties of the Trust Manager. 

No Representation of Holders.  Each Holder will be required to acknowledge and agree in the Purchase 
Agreement that counsel representing the Trust and its Affiliates does not represent and will not be deemed under the 
applicable codes of professional responsibility to have represented or to be representing any or all of the Holders. 

No Direct Interest in the Projects.  An Interest only provides a Holder with a beneficial interest in the Trust.  
The only assets of the Trust at the time the Trust entered into the Loan are the Projects and the Trust Reserves.  Thus, 
an investment by a Holder will not be diversified. 

Anticipated Financial Results.  The Trust Manager has prepared the Projections which provide projected 
information for 9 years of operations of the Projects.  There is less certainty regarding the Projections as time passes 
because it is more difficult to predict economic performance, market conditions, the financial condition of the 
applicable Tenant and other relevant factors in the future.  If the Trust fails to sell the Projects before the end of the 
initial 9-year hold period, the Trust Manager has not prepared projections with respect to such additional period. 

Delaware Trustee.  Although the Trust has a Delaware trustee that is independent of the Trust Manager and 
its Affiliates, the Delaware Trustee is not required to, and will not, make any decisions with respect to the operation 
of the Trust.  Thus, the Holders must rely solely on the Trust Manager to make all decisions regarding the Trust. 

Limited Reserves.  The Trust established an initial reserve of $8,249.  As a result, the Trust may not have 
sufficient funds to pay for any required repairs or other items at the Projects and maintain such amount.  The Trust 
will not be able to borrow any additional money or accept additional capital contributions from any person.  As a 
result, the amount of funds available for distribution to the Holders will decrease, and the return to the Holders would 
be lower than as set forth in the projections prepared by the Trust Manager.  If the Trust does not have sufficient funds 
to pay for its expenses, it is likely that the Trust would be required to transfer the Projects to the Springing LLC or 
sell the Projects. 
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FMV Option.  The Interests are subject to the FMV Option.  If the FMV Option is exercised, the purchase 
price of the Interests will be equal to the fair market value of the Projects (multiplied by the pro rata portion of the 
Trust owned by the applicable Holder) at the time the FMV Option is exercised.  There can be no assurance that the 
fair market value of the Projects at such time will exceed the purchase price of the Interests paid by the Holders.  The 
Holders will not have the right to approve the exercise of the FMV Option or cause the FMV Option to be exercised.  
Although the purchase price paid upon exercise of the FMV Option will be based on a third-party appraisal, the Trust 
Manager has the right, without approval or input from the Holders, to select the appraiser. 

Risks Relating to the Leases

Single-Tenant Leases.  Each Project is leased to a single tenant.  Thus, the success of each Project is 
dependent on the economic success of the applicable Tenant.  Economic difficulties experienced by a Tenant will 
affect the Tenant’s ability to pay rent under its Lease.  In the event that any Tenant is unable to pay the rent required 
by the applicable Lease, the success of the applicable Project may be limited.  If a Tenant defaults with respect to the 
payment of rent under its Lease, the Trust will not receive any cash from the operations of the applicable Project 
because the Lease is the only source of income at each Project.  If any Tenant vacates the building located at the 
applicable Project for any reason during the term of the Trust and the building must be re-leased, it may be difficult 
to find a replacement.  If any Tenant ceases to lease the applicable Project, the Trust will not be permitted to re-lease 
the applicable Project (unless such vacancy is related to the bankruptcy or insolvency of the Tenant or is otherwise in 
compliance with the tax requirements related to the Delaware statutory trust) and will be required to transfer the 
applicable Project to the Springing LLC in order to re-lease the applicable Project.  Furthermore, the building located 
on each Project was built-to-suit the applicable Tenant leasing the applicable Project and thus, may be more difficult 
to re-lease.  See “Summary of the Leases.” There is no guarantee that the Springing LLC would be able to secure a 
new tenant for any Project upon the same terms as those set forth in the terminated Lease or a tenant which is similar 
to the respective Tenant.  See “Description of the Projects.” 

No Obligation to Continuously Occupy or Operate.  The Leases do not require the Tenants to conduct 
their businesses for any specified number of hours per week or to continuously occupy or operate a business at the 
Projects.  If the Tenants cease operations at the Projects, they remain obligated to pay rent under the terms of the 
Leases, however, the Tenant’s ability to pay rent under the applicable Lease could be negatively impacted and the 
applicable Tenant may default on payment of the rent.   

Right to Terminate Leases.  The Tenants have the right to terminate their respective Lease, under certain 
circumstances, in the event that the respective Project is damaged by fire or other casualty or taken by condemnation.  
If a Lease is terminated, it is likely that the applicable Project will need to be transferred to (or the Trust 
converted) to the Springing LLC.  See “Summary of the Leases” for detailed information regarding the 
termination rights of the Tenants under the applicable Lease. 

Non-Competition Covenant.  Pursuant to the Birmingham Lease, the Millbrook Lease and the Charleston 
Lease, if the Trust or any of its affiliates hold or acquire any interest in land immediately adjacent to such Projects, or 
at the same intersection, the Trust will not allow such premises to be leased or used for any drugstore-related purposes.  
This covenant also prohibits the Trust from selling or transferring such adjacent real estate if the intended use would 
violate this restriction.  The Projects leased to Pinnacle Bank do not contain any such covenant. 

Real Estate Risks

General Risks of Investment in the Projects.  The economic success of an investment in the Trust will 
depend on the operations of the Projects (i.e., the Tenants’ ability to pay rent and meet their obligations under the 
Leases), which will be subject to those risks typically associated with an investment in real estate.  Fluctuations in 
occupancy rates, rent and operating expenses can adversely affect operating results or render the sale of one or more 
of the Projects difficult or unattractive.  No assurance can be given that certain assumptions as to the future levels of 
occupancy of the Projects or future costs of operating the Projects will be accurate because such matters will depend 
on events and factors beyond the control of the Tenants.  Such factors include, among others, vacancy rates, rent levels 
and sales levels in the areas where the Projects are located; adverse changes in local population trends, market 
conditions, local economic and social conditions, supply and demand for real estate, such as the Projects, competition 
from similar properties, interest rates and real estate tax rates, governmental rules, regulations and fiscal policies, 
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including the effects of inflation and enactment of unfavorable real estate policies, rent control, environmental or 
zoning laws; hazardous material laws; and uninsured losses and other risks. 

Inflation.  The United States has experienced significant inflation.  Inflation may cause, among other things, 
increased costs of operation of the Projects and the implementation of governmental policies to counteract the effects 
of inflation, such as the increase in interest rates, which could adversely affect the financial condition and operating 
results of the Trust. 

No Diversification.  The Trust has no plans to acquire or develop any properties or investments other than 
the Projects.  The only assets of the Trust are the Projects and the Trust Reserves.  Thus, the Trust will have no 
diversification with respect to its assets, and the Trust will be dependent on the results of operation of the Projects.  A 
decline in the real estate market in which the Projects are located, or the occurrence of any one of many other adverse 
circumstances, could substantially and adversely affect the performance of the Projects and the return to the Holders. 

Environmental Liability.  Federal, state and local laws impose liability on a landowner for the release or 
the otherwise improper presence on the premises of hazardous materials or hazardous substances.  This liability is 
without regard to fault for, or knowledge of, the presence of such materials or substances, subject to certain defenses.  
A landowner may be held liable for hazardous materials or substances brought onto the property before it acquired 
title and for hazardous materials or substances that are not discovered until after it sells the property.  In addition, a 
landowner may be held liable for hazardous materials or substances that migrate from the property onto or beneath 
adjacent sites, as well as hazardous materials or substances from unknown or unidentified sources that may migrate 
from adjacent sites onto or beneath the property.  Similar liability may occur under applicable state and local law.  The 
Sellers made only limited representations and warranties based on the Sellers’ knowledge regarding the Projects’ 
compliance with such laws.  If any hazardous materials or substances are found within the Projects in violation of law 
at any time, the Trust may be liable for cleanup costs, fines, penalties and other costs and it may have little or no 
recourse against the applicable Seller.  In addition, the Depositor has not made any representations or warranties to 
the Trust with respect to compliance with environmental laws.  Thus, the Trust will have little or no recourse against 
the Depositor.  This potential liability may continue after the Trust sells the Projects and may apply to hazardous 
materials or hazardous substances present within the Projects before the Trust acquired the Projects.  An innocent 
landowner defense, or a bona fide prospective purchaser defense to environmental liability under the Comprehensive 
Environmental Response, Compensation and Liability Act may be available where a landowner has conducted an 
appropriate inquiry with respect to potential hazardous materials at the Projects in accordance with good commercial 
and customary practices.  Such a defense is generally predicated on obtaining an environmental site assessment 
effective within 180 days prior to the landowner’s acquisition of the subject property that has been prepared in 
substantial compliance with the ASTM Practice Designation E1527-21 – Standard Practice for Environmental Site 
Assessments. EBI Consulting (“EBI”) prepared a Phase I Environmental Site Assessment for the Birmingham Project 
dated December 15, 2025 (the “Birmingham Site Assessment”); EBI prepared a Phase I Environmental Site 
Assessment for the Millbrook Project dated December 15, 2025 (the “Millbrook Site Assessment”); EBI prepared a 
Phase I Environmental Site Assessment for the Charleston Project dated December 19, 2025 (the “Charleston Site 
Assessment”); EBI prepared a Phase I Environmental Site Assessment for the Eastchester Project dated December 26, 
2025 (the “Eastchester Site Assessment”); EBI prepared a Phase I Environmental Site Assessment for the Westchester 
Project dated December 26, 2025 (the “Westchester Site Assessment”); and EBI prepared a Phase I Environmental 
Site Assessment for the Thomasville Project dated December 26, 2025 (the “Thomasville Site Assessment” and, 
together with the Birmingham Site Assessment, Millbrook Site Assessment, Charleston Site Assessment, Eastchester 
Site Assessment, and Westchester Site Assessment, the “Site Assessments”).  According to the Site Assessments, no 
recognized environmental conditions (“RECs”), controlled RECs (“CRECs”), or de minimis conditions were 
identified at any of the Projects.  One historical REC (“HRECs”) was identified at the Eastchester Project that pertains 
to an underground storage tank.  Records indicate that during geotechnical soil boring activities at the Eastchester 
Project in 2007, petroleum odors were detected in soil samples, and approximately 12.39 tons of impacted soil were 
excavated from the site.  Post-excavation soil sampling did not detect targeted compounds at concentrations exceeding 
laboratory quantitation limits, and the North Carolina Department of Environment and Natural Resources issued a 
“Notice of No Further Action” letter on May 22, 2007. No HRECs were identified at any of the other Projects.  No 
business environmental risks (“BERs”) were identified at any of the Projects, except for the Westchester Project, 
relating to suspect asbestos-containing materials observed during the limited visual screening survey, for which EBI 
recommends additional sampling, removal, and disposal arrangements if there are construction or renovation activities 
at the Westchester Project.  There is no assurance that the innocent landowner or bona fide prospective purchaser 
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defense will be available to the Trust in the event that hazardous materials are found at any of the Projects.  Further, a 
similar defense may not be available under state or local law.  If losses arise from hazardous substance contamination 
that cannot be recovered from the responsible parties, the financial viability of the Projects may be substantially 
affected.  The Leases include an indemnity for losses from hazardous substance contamination which was introduced 
by the Tenants.

Toxic Mold.  Litigation and concern about indoor exposure to certain types of toxic molds have been 
increasing as the public becomes aware that exposure to mold can cause a variety of health effects and symptoms, 
including allergic reactions and respiratory problems.  Toxic mold can be found almost anywhere; they can grow on 
virtually any organic substance, as long as moisture and oxygen are present.  There are molds that can grow on wood, 
paper, carpet, food and insulation.  When excessive moisture accumulates in buildings or on building materials, mold 
growth will often occur, particularly if the moisture problem remains undiscovered or unaddressed.  It is impossible 
to eliminate all molds and mold spores in the indoor environment.  The Trust did not obtain any assessment with 
respect to the existence of toxic mold at the Projects.  EBI prepared a Property Condition Report for the Birmingham 
Project dated December 15, 2025 (the “Birmingham Needs Assessment”); EBI prepared a Property Condition Report 
for the Millbrook Project dated December 15, 2025 (the “Millbrook Needs Assessment”); EBI prepared a Property 
Condition Report for the Charleston Project dated December 18, 2025 (the “Charleston Needs Assessment”); EBI 
prepared a Property Condition Report for the Eastchester Project dated December 26, 2025 (the “Eastchester Needs 
Assessment”); EBI prepared a Property Condition Report for the Westchester Project dated December 26, 2025 (the 
“Westchester Needs Assessment”); and EBI prepared a Property Condition Report for the Thomasville Project dated 
December 26, 2025 (the “Thomasville Needs Assessment” and, together with the Birmingham Needs Assessment, 
Millbrook Needs Assessment, Charleston Needs Assessment, Eastchester Needs Assessment and Westchester Needs 
Assessment, the “Needs Assessments”).  According to the Needs Assessments, EBI performed a limited visual 
inspection of the Projects for overt signs of the presence of suspect mold growth.  No sampling or testing was 
performed to confirm the presence of invisible airborne microbial elements.  EBI did not identify or note any obvious 
visual or olfactory indications of the presence of significant suspect microbial growth at the Birmingham Project, 
Charleston Project, Eastchester Project, Westchester Project, or Thomasville Project.  With respect to the Millbrook 
Project, representative observations and interviews revealed no obvious visual or olfactory indications of the presence 
of suspect mold; however, indications of active moisture infiltration were noted in ceiling tiles located in the store 
manager’s office, multiple locations near the center of the building, and the north side of the pharmacy area.  While 
the Trust has no reason to believe that the Projects suffer from toxic mold, there can be no assurance that toxic mold 
does not or will not exist at the Projects.  The difficulty in discovering indoor toxic mold growth could lead to an 
increased risk of lawsuits by affected persons, and the risk that the cost to remediate toxic mold will exceed the value 
of the Projects.  As a result of attempts to exclude investigations, abatement and damage costs caused by toxic mold 
growth from certain liability provisions in insurance policies, there is no guarantee that insurance coverage for toxic 
mold will be available now or in the future. 

Illiquidity of Real Estate Investments.  The ownership of the Projects will be relatively illiquid.  Such 
illiquidity will limit the ability of the Trust to vary its portfolio in response to changes in economic or other conditions. 

Limited Representations and Warranties.  The Trust acquired the Projects with only limited 
representations and warranties from the Sellers, including with respect to environmental matters, the existence of 
hazardous materials or matters affecting the condition, use or ownership of the Projects.  The Sellers’ representations 
and warranties contained in each of the Acquisition Agreements will survive for a period of 6 months following the 
purchase of the applicable Project. According to the Alabama CVS Acquisition Agreements, Alabama CVS Seller is 
not liable for the breach of any representation or warranty unless such liability claim is in excess of $15,000, and 
Alabama CVS Seller’s maximum liability cannot exceed in the aggregate, 6% of the purchase price for the Alabama 
CVS Projects.  According to the Pinnacle Bank Acquisition Agreements, Pinnacle Bank Seller is not liable for the 
breach of any representation or warranty unless such liability claim is in excess of $20,000, and Pinnacle Bank Seller’s 
maximum liability cannot exceed in the aggregate, 3% of the allocated purchase price for each of the Pinnacle Bank 
Projects.  The Charleston Acquisition Agreement does not contain a limitation of liability provision.  The Trust will 
sell Interests to the Holders “as is” with no representations or warranties, including with respect to environmental 
matters, the existence of hazardous materials or other matters affecting the condition, use and ownership of the 
Projects.  As a result, if defects in the Projects or matters adversely affecting the Projects are discovered, the Holders 
may not be able to pursue a claim for any or all of their damages against the Seller, the Depositor or the Trust. 
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Possible Delays in the Sale of the Projects.  The Projections assume that the Projects will be sold in 
approximately 9 years.  It may not be possible to sell the Projects at such time.  The Loan matures on the Loan Maturity 
Date, and the Trust is not permitted to refinance the Loan.  Thus, the Projects will have to be sold or transferred to the 
Springing LLC if alternative financing is necessary.  Relative to historical interest rates, current interest rates are low.  
Fluctuations in the supply of money for such loans affect the availability and cost of loans, and the Trust is unable to 
predict the effects of such fluctuations on the Projects.  Prevailing market conditions at the time the Springing LLC 
may seek to refinance the Projects may make such loans difficult or costly to obtain.  Such conditions may also 
adversely affect cash flow and/or profitability of the Projects.  Further, as interest rates increase, it is likely that 
capitalization rates will also increase.  This may negatively affect the sales price of the Projects. 

Real Estate Market and Capitalization Rates.  The value of real estate is generally based on capitalization 
rates.  Capitalization rates generally trend with interest rates.  Consequently, if interest rates increase, capitalization 
rates generally increase.  If interest rates rise in the future, it is likely that capitalization rates will also rise, and as a 
result, the value of real estate will decrease.  The Leases are net leases with fixed rental amounts and fixed periodic 
rent increases.  As a result, the net income of the Projects will not be able to adjust with an increase in capitalization 
rates.  If capitalization rates increase, the Projects will likely realize a lower sales price than anticipated, resulting in 
reduced returns. 

Uncertain Economic Conditions.  The United States economy is subject to fluctuation, and it is unclear 
how stable the real estate market will be in the future.  As a result, there can be no assurance that the Projects will 
achieve anticipated cash flow levels.  Further, recent world events evolving out of increased terrorist activities and 
geopolitical conflicts such as the Russian invasion of Ukraine, and the political and military responses as well as the 
potential for cyber-attacks, have created an air of uncertainty concerning the security and the stability of the United 
States economy, including general economic and market conditions, supply chain constraints and interest rate 
fluctuations.  Historically, successful terrorist attacks and geopolitical conflicts have resulted in decreased travel and 
business to the affected areas, increased security measures and disturbances in financial markets.  It is impossible to 
determine the likelihood of any future terrorist attacks on United States targets or geopolitical conflicts, the nature of 
any United States response or the social and economic results of such events.  In addition, there are increasing incidents 
of civil unrest and domestic terrorism within the United States that could cause instability in the United States 
economy.  However, any negative change in the general economic conditions in the United States could adversely 
affect the financial condition and operating results of the Projects.   

Potential Effect of Pandemics.  Pandemics may create considerable instability and disruption in the United 
States and world economies.  The extent to which the Trust’s results of operations or its overall value will be affected 
by a pandemic will largely depend on future developments, which are highly uncertain and cannot be accurately 
predicted.  As a result of shutdowns, quarantines or actual viral health issues, tenants at the Projects may experience 
reduced income for a prolonged period of time and may be unable to make their rent payments.  The occurrence of 
any of the foregoing events or any other related matters could materially and adversely affect the financial performance 
and the overall value of the Projects, and Holders could lose all or a substantial portion of their investment in the Trust. 

Global Conflicts.  The military actions taking place in Ukraine and the Middle East have significantly 
elevated geopolitical and military tensions worldwide.  With respect to the conflict in Ukraine, the United States, 
European Union member states and other countries have imposed economic sanctions on the Russian Federation as 
well as various related parties and the Russian Federation has imposed retaliatory sanctions.  The conflicts in the 
Middle East are further destabilizing the global economy and geopolitical landscape.  As further geopolitical conflicts 
and economic sanctions continue to evolve, it is increasingly difficult to predict the impact and longevity of these 
events.  Depending on direction and timing, these conflicts may significantly impact the Trust and result in adverse 
changes to, among other things: (i) general economic and market conditions, (ii) supply chain constraints and (iii) 
interest rates.  The foregoing could seriously and adversely affect the Trust’s business, results of operations, financial 
condition, cash flow and the return to Holders. 

Leasehold Mortgages.  Pinnacle Bank, as Tenant under the Pinnacle Bank Leases, may secure financing or 
general credit lines against its leasehold interests in the Pinnacle Bank Projects at any time.  If Pinnacle Bank secures 
financing or general lines of credit, a lender may have the right to foreclose on Pinnacle Bank’s leasehold interest in 
the applicable Pinnacle Lease.  A lender may become the tenant under such Lease or be permitted to assign the Lease.  
While any lender would likely remain obligated to pay rent under any Lease, if a lender becomes the tenant under any 
Lease, the value of the applicable Project would be negatively impacted because the Project would be characterized 
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as “bank-leased” in lieu of operating as the applicable Tenant.  If a Tenant’s personal property becomes a security 
interest and there is a default under a Lease, the Trust would not be able to pursue the Tenant’s personal property. 

Condemnation of a Project.  A Project could become subject to an eminent domain or inverse condemnation 
action.  Any such action could have a material adverse effect on the value, marketability and profitability of the 
Projects and it could cause the impacted Tenant to terminate its Lease. 

No Guaranteed Cash Flow.  There can be no assurance that cash flow or profits will be generated by the 
Projects.  If a Lease is terminated for any reason, the impacted Project will have to be sold or transferred (or the Trust 
converted) to the Springing LLC. 

Uninsured Losses.  Pursuant to the terms of the Leases, the Tenants are required to maintain insurance 
coverage against liability for personal injury and property damage.  The Trust does not intend to obtain earthquake, 
flood or wind insurance unless otherwise required by the Lender.  There can be no assurance that insurance obtained 
by the Trust or the Tenants will be sufficient to cover any such liabilities.  Furthermore, insurance against certain risks, 
such as earthquakes, terrorism, toxic mold, wind and/or floods, may be unavailable or available at commercially 
unreasonable rates or in amounts that are less than the full market value or replacement cost of a Project.  In addition, 
there can be no assurance that particular risks that are currently insurable will continue to be insurable on an 
economical basis or that the current levels of coverage will continue to be available.  If a loss occurs that is partially 
or completely uninsured, the Holders may lose all or part of their investment.   

Trust Restoration Obligations.  The Leases require the respective Tenant to restore the applicable Project 
after a casualty.  If a Tenant’s insurance proceeds are not adequate to pay for the restoration, the Trust may not have 
sufficient funds to restore the applicable Project after it has been the subject of a casualty.  In such event, the Trust 
would be required to sell the applicable Project at a significantly reduced price or transfer the applicable Project to the 
Springing LLC.

Unaudited Results of Operations. The Trust did not obtain audited results of historical operations for the 
Projects in connection with its acquisition of the Projects and relied only on unaudited financial information provided 
by the Sellers.  Consequently, there is less certainty regarding the prior economic operating history for the Projects. 

Natural Disasters.  Each Project’s location may experience earthquakes, or high winds, tornadoes, wildfires 
and floods.  An earthquake, high winds, tornado, wildfire or flood could cause structural damage to or destroy a 
Project.  The Trust did not obtain earthquake, wind, wildfire or flood insurance for the Projects.  It is possible that any 
such insurance, if obtained, will not be sufficient to pay for damage to the applicable Project. 

Wind Zones.  According to the Needs Assessment, which cites to the Federal Emergency Management 
Agency (“FEMA”), 5 of the 6 the Projects are located in Wind Zone III, which has a design wind speed of up to 200 
miles per hour.  The Birmingham Project is located in Wind Zone IV, which has a design wind speed of up to 250 
miles per hour.  If high winds cause a loss that is partially or completely uninsured, the Holders may lose all or part 
of their investment.  Because the Trust has limited capital and reserves and cannot accept additional capital 
contributions, the Trust may not be able to rebuild all or a portion of a Project in the event of a casualty at a Project.  
It is not anticipated that the Trust will obtain separate wind insurance for the Projects, but it is anticipated that wind 
damage will be included in the property insurance policy obtained for the Projects.

Floodplain.  According to the Needs Assessments, which cites to FEMA, each of the Projects are located in 
Flood Zone X (unshaded), which is the zone with the lowest flood risk and defined as an area of the 0.2% annual 
chance of flood.  In the event of a flood, if there is damage to a Project due to flooding and the applicable Tenant does 
not repair such Project, the Trust could lose its investment in that Project.  If flooding causes a loss that is partially or 
completely uninsured, the Holders may lose all or part of their investment.  The Trust has not established a sufficient 
amount of reserves and may not have significant capital in the event of a casualty at one or more of the Projects. 

Seismic Zone.  According to the Needs Assessments, each of the Projects are located within Seismic Hazard 
Zone I, which is defined as an area that possesses a maximum acceleration of 0.1g, with a low probability of damaging 
ground motion.  The Trust does not intend to obtain earthquake insurance and it is not anticipated that the Lender will 
require earthquake insurance.  It is anticipated that the Trust will have limited earthquake insurance pursuant to certain 
blanket policies under which the Projects will be insured.  An earthquake might cause serious structural damage and 



1628928397.12 (20)

could substantially affect the financial viability of a Project.  If an earthquake causes a loss that is uninsured, the 
Holders may lose all or part of their investment.  The Trust may be liable for any uninsured or underinsured personal 
injury, death or property damage claims.  Liability in such cases may be unlimited. 

Competition.  The real estate industry is highly competitive and fragmented.  The Trust will compete with 
other real estate companies, many of which have greater financial resources than the Trust.  Also, competing properties 
may be located within the vicinity of the Projects.  The Projects will experience competition for real property 
investments from such other properties, as well as other individuals, corporations and other entities engaged in real 
estate investment activities.  Competition for investments may increase costs and reduce returns on the Projects.  It is 
also possible that a Tenant may move to an existing or new property in the surrounding area which could cause the 
financial performance of a Project to be adversely affected.  Competition may also make it difficult to attract a new 
tenant to the Projects.  Any of these factors could adversely affect the financial performance of the Projects and reduce 
the Trust’s ability to make distributions to the Holders. 

Easements, Restrictions, Encroachments and Agreements.  The Projects are subject to covenants, 
conditions, restrictions, easements and other encumbrances (collectively, the “Encumbrances”).  There may be utilities 
at the Projects without the benefit of an express easement.  There may be a reservation of mineral rights at some of 
the Projects.  Except for each Tenant’s obligation under each applicable Lease, the Trust will be responsible for all of 
the Encumbrances affecting each respective Project.  The Trust will rely on reserves obtained from rent payments 
under the Leases to fund any obligation to comply with the Encumbrances.  If the reserves are not adequate to pay for 
the cost to comply with the Encumbrances, the applicable Project must be transferred to the Springing LLC.  Any 
Encumbrances, whether known or unknown, can affect the value of the Projects and impair operations.  Any utilities 
at a Project without the benefit of an express easement may result in an unknown maintenance cost or dispute.  See 
“Description of the Projects” for a summary of the encumbrances related to each of the Projects.  

Zoning.  All improved real estate must be built in accordance with applicable zoning regulations, absent an 
approved variance issued by the applicable governmental authority.  The Planning & Zoning Resource Company 
(“PZR”), prepared zoning reports for each of the six Projects, each of which can be relied upon by the Trust 
(individually, a “Zoning Report,” and collectively, the “Zoning Reports”).  According to the Zoning Reports, each of 
the Project’s use is permitted by right under the applicable designation.  In addition, each of the Projects is legal 
conforming with respect to setbacks, height, area, density, and parking, with one exception.  With respect to the 
Eastchester Project, the drive-through lanes are legal nonconforming.  The site was developed in 2008, and at that 
time the code permitted up to 4 drive-through lanes.  The site was rezoned in 2017, and drive-through lanes are now 
prohibited, resulting in the legal nonconforming classification.  According to the code, if the nonconforming use ceases 
operation for a continuous period of more than 180 days, any subsequent use must conform to the current code.  In 
addition, if there is damage or destruction exceeding 50% of the building’s value, reconstruction of a nonconforming 
structure is permitted only in compliance with the current code.  The Zoning Reports do not contain any other 
nonconformities.  Furthermore, according to PZR, there are no outstanding zoning, building, or fire code violations 
on file with any of the municipalities.  Any unknown or future violations at a Project could limit operations and 
development at a Project.

Necessary Improvements and Repairs.  The Needs Assessments characterize each of the Projects as being 
in overall “good” condition.  According to the Needs Assessments, the remaining useful life of (a) each of the 
Charleston Project, Eastchester Project, Westchester Project and Thomasville Project is not less than 35 years and (b) 
each of the Birmingham Project and Millbrook Project is not less than 44 years.  The Needs Assessments 
recommended immediate repairs at certain Projects.  EBI recommends (i) $2,000 in immediate repairs to investigate 
and repair roof leaks at the Charleston Project, (ii) $200 in immediate repairs for ADA modifications to the Eastchester 
Project, (iii) $400 in immediate repairs for ADA modifications, including providing handicapped-accessible parking 
designation signage and insulating pipes beneath sinks at the Birmingham Project, (iv) $21,000 in immediate repairs, 
including $15,000 for full-depth asphalt repairs and overlay and $6,000 to investigate and repair roof leaks at the 
Millbrook Project.  The Needs Assessments did not identify any immediate repairs at the Westchester Project or the 
Thomasville Project.  Based on the Needs Assessments, EBI recommends the establishment of modified capital 
reserves to cover repairs over the following 12 years as follows: $71,928.71 for the Birmingham Project, $40,978.71 
for the Millbrook Project, $40,045.84 for the Charleston Project, $18,460.92 for the Eastchester Project, $22,057.58 
for the Westchester Project, and $27,657.28 for the Thomasville Project.  These amounts are adjusted for inflation.  
For the Birmingham Project, such reserves represent $0.59 per square foot per year (inflated) and $0.56 per square 
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foot per year (uninflated).  For the Millbrook Project, such reserves represent $0.34 per square foot per year (inflated) 
and $0.30 per square foot per year (uninflated).  For the Charleston Project, such reserves represent $0.28 per square 
foot per year (inflated) and $0.26 per square foot per year (uninflated).  For the Eastchester Project, such reserves 
represent $0.48 per square foot per year (inflated) and $0.44 per square foot per year (uninflated).  For the Westchester 
Project, such reserves represent $0.57 per square foot per year (inflated) and $0.50 per square foot per year 
(uninflated).  For the Thomasville Project, such reserves represent $0.26 per square foot per year (inflated) and $0.23 
per square foot per year (uninflated).  All obligations with respect to immediate repairs are obligations of the respective 
Tenant of the Project, and the Trust is not required to fund any amounts with respect to repairs.  

Compliance with the Americans with Disabilities Act.  Under the Americans with Disabilities Act of 1990 
(the “ADA”), public accommodations must meet certain federal requirements related to access and use by disabled 
persons.  Facilities initially occupied after January 26, 1992 must comply with the ADA.  When a building is being 
renovated, the area renovated, and the path of travel accessing the renovated area, must comply with the ADA.  Further, 
owners of buildings occupied prior to January 26, 1992 must expend reasonable sums, and must make reasonable 
efforts, to make practicable or readily achievable modifications to remove barriers, unless the modification would 
create an undue burden.  This means that so long as owners are financially able, they have an ongoing duty to make 
their property accessible.  The definitions of “reasonable,” “reasonable efforts,” “practicable” or “readily achievable” 
are site-dependent and vary based on the owner’s financial status. The ADA requirements could require removal of 
access barriers at significant cost, and could result in the imposition of fines by the federal government or an award 
of damages to private litigants.  Attorneys’ fees may be awarded to a plaintiff claiming ADA violations.  State and 
federal laws in this area are constantly evolving, and could evolve to place a greater cost or burden on the Trust.  
According to the Birmingham Needs Assessment, EBI recommends (i) the installation of vertical handicapped parking 
signs, (ii) adding insulation for pipes beneath sinks to protect wheelchair users, and (iii) the removal of certain 
obstructions from the accessible route between accessible parking and the main entrance, the total cost of which is 
estimated to be $400.  According to the Eastchester Needs Assessment, EBI recommends the addition of handicapped-
accessible parking designation on the paving in each accessible parking space at an estimated cost of $200. EBI did 
not observe or identify any material accessibility deficiencies at any of the other Projects.  There can be no assurance 
that the Projects will conform to ADA requirements.  If violations of the ADA do exist, there can be no assurance that 
there will be funds to pay for any necessary repairs and compliance will reduce the Trust’s net income and the amount 
of cash available for distributions to the Holders. 

Appraised Value.  According to the Appraisal, the aggregate “as-is” market value of the market value of the 
leased fee interest of the Projects is $18,250,000.  The Holders will purchase the Interests in the Trust based on a value 
of $20,465,561 ($20,473,810 less the Trust Reserves in the amount of $8,249).  The Trust may not be able to sell any 
of the Projects at a price equal to or greater than the purchase price paid by the Holders for the Interests. 

Defaults by the Trust.  If the Trust were to default pursuant to the terms of any of the Leases, the Tenant of 
the applicable Project will have the right to pursue remedies against the Trust.  These remedies include, but are not 
limited to, abatement of rent and termination of the applicable Lease.  If a Tenant were to exercise remedies against 
the Trust, the economic performance of the Trust would be negatively impacted.  In addition, if a Tenant terminates 
its Lease at a Project, the Trust would be required to either sell the Project as a vacant property or transfer the Project 
to the Springing LLC. 

Lease Termination After Casualty.  In the event of a casualty at a Project, the Tenant may be permitted to 
terminate the applicable Lease.  See “Summary of Leases” in the Description of Projects for each applicable Project.  
If a Project is destroyed by casualty and the applicable Tenant and/or the Trust does not restore such Project, it is 
likely that the applicable Project will be required to be transferred to the Springing LLC. 

Single Ownership Entity.  The Trust owns the Projects directly.  Thus, if a liability such as a lawsuit or 
other action against the Trust arises at one of the Projects, the Trust’s interest in all of the Projects could be at-risk 
because there will not be separate ownership of the Projects to protect the assets of the other Projects.  Thus, any 
negative events could detrimentally impact the other Projects, regardless of how well the other Projects are operating.  
Additionally, if the Trust’s interest in one or more of the Projects is at-risk, the Trust may be required to transfer one 
or more of the Projects to the Springing LLC in order to preserve the assets of the Trust and the Holders will likely 
lose their ability to participate in a future Code Section 1031 exchange with their interest in the Springing LLC. 
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Missing Charleston Lease Assignment. When the Charleston Seller acquired title to the Charleston Project, 
the parties did not document the assignment of the Charleston Lease from the prior owner to the Charleston Seller. 
Although the Charleston Lease was subsequently assigned to the Trust by the Charleston Seller, the absence of a 
documented assignment between the prior owner and the Charleston Seller may result in the Charleston Seller and the 
Tenant under the Charleston Lease having been in privity of estate (through ownership of the Charleston Project) but 
not privity of contract with respect to the Charleston Lease. As a result, there is a risk that certain contractual remedies 
or obligations under the Charleston Lease may not have been enforceable by or against the Charleston Seller during 
its period of ownership. While the Trust has obtained an assignment of the Charleston Lease from the Charleston 
Seller, there can be no assurance that the Trust’s rights under the Charleston Lease will not be adversely affected by 
the prior failure to document the lease assignment, or that the Trust will have recourse against the Charleston Seller 
or any prior owner for any damages arising from such deficiency.  

Financing Risks  

Leverage.  The Projects are leveraged with a loan-to-purchase price ratio of approximately 43.27% 
($8,855,000 ÷ $20,465,561 ($20,473,810 gross price minus $8,249 in Trust Reserves, based on the purchase price for 
the Interests paid by the Holders)).  The loan-to-purchase price ratio is approximately 43.25% if the reserves are 
included in the Holder purchase price ($8,855,000 ÷ $20,473,810).  The loan-to-cost ratio is approximately 50.00% 
($8,855,000 ÷ $17,709,934) based on the purchase price of the Projects pursuant to the Acquisition Agreements.  A 
decrease in rental revenue of the Projects will materially and adversely affect the Projects’ cash flow.  If the rent from 
the Projects is insufficient to pay debt service, the Projects could be foreclosed and the Holders could lose their entire 
investment. 

Restrictions on Transfers.  The Lender restricts the ability of the Trust to transfer ownership of the Projects 
and it is unknown whether the Lender will permit a potential buyer of the Projects to assume the Loan from the Trust.  
If there is a violation of the restrictions on transfer or encumbrance in the Loan Documents, the Lender will have the 
right to declare the entire amount of the Loan, including principal, interest, prepayment premiums and other charges, 
to be immediately due and payable.  If the Lender declares the Loan to be immediately due and payable, the Trust will 
have the obligation to immediately pay the Loan in full, including any applicable prepayment charges.  If the Trust is 
unable to obtain replacement financing or otherwise fails to immediately pay the Loan in full, the Lender may invoke 
its other remedies under the Loan, which may include proceeding with a foreclosure that would cause the Trust to lose 
its entire interest in the Projects.  Each prospective Holder should review all of the Loan Documents. 

Events of Default Under the Loan.  The Loan Documents include certain events of default.  These events 
of default include violations of the restrictions on transfer of the Projects or an interest therein, environmental matters, 
nonpayment of all amounts due under the Loan Documents, failure to pay taxes and insurance, any misrepresentation 
made in connection with the making of the Loan and other items.  Should the Lender declare a default under the Loan, 
the Lender could foreclose on the Projects, resulting in the loss of all or a substantial portion of the investment made 
by the Holders.  

No Ability to Refinance Loan.  The Loan matures on the Loan Maturity Date and requires a balloon payment 
on such date.  The interest rate on the Loan is fixed for the term of the Loan.  The Trust is not permitted to refinance 
the Loan.  As a result, it is likely that, if the Projects are not sold prior to the maturity date of the Loan, the Projects 
will need to seek alternative financing.  Thus, the Projects will have to be sold or transferred (or the Trust converted) 
to the Springing LLC if alternative financing is necessary.  It is currently anticipated that the Trust will own the 
Projects for approximately 9 years.  The Trust will terminate on the Trust Termination Date.  If the Projects are not 
sold or if the Projects are transferred (or the Trust is converted) to the Springing LLC and is unable to be refinanced, 
the continued ownership of the Projects by the Holders may be jeopardized because the Lender may foreclose on the 
Projects.  Relative to historical interest rates, current interest rates are low and it is likely that the interest rate that will 
be obtained upon refinancing (if the Projects are transferred (or the Trust is converted) to the Springing LLC) will be 
higher than that of the Loan.  

Interest Only Loan.  The Loan is interest only for the initial 5-year term of the Loan.  Thus, no principal 
will be repaid during this interest only period. 

Projects as Collateral for the Loan.  Each of the Projects will be held in a single trust and will be collateral 
for the Loan.  Thus, a default under the Loan with respect to one of the Projects will cause a default under the Loan 
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with respect to all of the Projects, and the Lender will have the right to foreclose on all of the Projects.  In addition, 
the Lender will not permit the Trust to separately sell the Projects.  Thus, all of the Projects must be sold at the same 
time and the Loan repaid.

Risks Relating to the Operation of the Trust

New Venture.  The Trust is newly formed with no history of operations and limited assets.  The Trust is 
subject to the risks involved with any speculative new venture.  No assurance can be given that the Trust will be 
profitable.  See “The Depositor, the Trust Manager and Their Affiliates.” 

No Experience of the Trust Manager.  Although certain principals of the Trust Manager have experience 
owning and operating single tenant retail real estate, the Trust Manager is newly formed and therefore has no 
experience owning or operating single tenant retail real estate, no experience managing a Delaware statutory trust and 
has limited capital. 

Limited Resources of the Trust Manager.  The Trust Manager has limited net worth and limited financial 
resources to satisfy its obligations as the Trust Manager.  A financial reversal for the Trust Manager could adversely 
affect the ability of the Trust Manager to manage the Trust.  There can be no assurance that the Trust Manager will 
have sufficient funds to meet its obligations to the Trust or otherwise financially support the Trust.  The Trust Manager 
has no obligation to advance, invest or loan money to the Trust. 

No Guaranteed Cash Distributions.  There can be no assurance that cash distributions will, in fact, be made 
or, if made, whether those distributions will be made when or in the amount anticipated. 

Loss of Uninsured Bank Deposits.  The Trust’s cash will likely be held in bank depository accounts.  While 
the FDIC insures deposits up to $250,000 per depositor per insured institution in most cases, the Trust may have 
deposits at financial institutions in excess of the FDIC limits.  The failure of any financial institution in which the 
Trust has funds on deposit in excess of the applicable FDIC limits may result in the Trust’s loss of such excess 
amounts, which would adversely impact the Trust’s performance. 

No Fiduciary Duty.  None of the Trust Manager, the Delaware Trustee nor the Holders have a fiduciary duty 
to any Holder.  Therefore, the Trust Manager, the Delaware Trustee or the other Holders may take actions that would 
not be in the best interests of 1 or more of the Holders. 

Conflicts of Interest.  The principals of the Trust Manager and the Delaware Trustee are employed 
independently of the Trust and may engage in other activities.  The Trust Manager and the Delaware Trustee will have 
conflicts of interest in allocating management time, services and functions between various existing enterprises and 
future enterprises they or their Affiliates may organize, as well as other business ventures in which they may be or 
become involved, and could exhaust their financial resources, making it difficult for the Trust Manager and Delaware 
Trustee to satisfy their obligations under the Trust Agreement. 

Receipt of Compensation Regardless of Profitability.  The Trust Manager and its Affiliates are entitled to 
receive significant fees and other compensation, payments and reimbursements regardless of whether the Trust is 
profitable and such fees will be received prior to any distributions to the Holders. 

Sale of the Projects.  The proceeds (net of closing costs) realized from the sale of the Projects will be 
distributed among the Holders upon the sale of the Projects, but only after payment of the Loan and the satisfaction 
of the claims or obligations to other third-party creditors.  The ability of a Holder to recover all or any portion of the 
Holder’s investment will, accordingly, depend on the amount of net proceeds realized from the sale of the Projects 
and the amount of claims to be satisfied therefrom.  There can be no assurance that the Holders will realize gains on 
the sale of the Projects. The net sales proceeds which can be relied upon by the Trust will be dependent on a number 
of market factors, including the capitalization rates applicable to similar real estate at the time of sale, and the desired 
sales price may not be achieved.  

Indemnification; Limitation of Liability of the Trust Manager.  The Trust Manager and its owners, 
Affiliates, directors, managers, employees, agents, assigns, principals, trustees and any officers will not be liable to 
the Trust or the Holders, and the Trust will indemnify such parties, with respect to or in connection with the Trust 
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Agreement, the Trust, or any transaction or document contemplated thereby not constituting fraud, gross negligence 
or willful misconduct as a result of certain indemnification provisions in the Trust Agreement.  A successful claim for 
such indemnification would deplete the value of an Interest by the amount paid.  See “Summary of the Trust 
Agreement.”  

Potential Data Security Breaches.  The Trust and the Managing Broker-Dealer collect and retain certain 
information provided by the Tenants, employees and investors.  The Trust and the Managing Broker-Dealer have 
implemented certain protocols designed to protect the confidentiality of this information and periodically review and 
improve their security measures; however, these protocols may not prevent unauthorized access to this information.  
Technology and safeguards in this area are constantly changing and there can be no assurance that the Trust or the 
Managing Broker-Dealer will be able to maintain sufficient protocols to protect confidential information.  Any breach 
of the Trust’s or Managing Broker-Dealer’s data security measures and loss of this information may result in legal 
liability and costs (including damages and penalties), as well as damage to the Trust’s and the Managing Broker-
Dealer’s reputation, that could materially and adversely affect the Trust, including its business and financial 
performance. 

Risks Relating to the Offering and Lack of Liquidity

Limited Transferability of the Interests.  Each Holder will be required to represent that such Holder is 
acquiring an Interest for investment and not with a view to distribution or resale, that such Holder understands the 
Interests are not freely transferable and, in any event, that such Holder must bear the economic risk of investment in 
the Trust for an indefinite period of time because the Interests have not been registered under the Securities Act or 
certain applicable state securities laws, and that the Interests cannot be sold unless they are subsequently registered or 
an exemption from such registration is available.  There will be no market for the Interests and a Holder cannot expect 
to be able to liquidate its investment in case of an emergency.  Further, the sale of the Interests may have adverse 
federal income tax consequences.  The transfer of Interests may require the prior written consent of the Lender as set 
forth in the Loan Documents (and described herein). 

No Redemption Rights.  The Holders have no repurchase rights relating to their Interests.  Holders should 
not invest in the Trust if they have a need for liquidity in this investment. 

Speculative Investment.  An investment in an Interest must be considered highly speculative.  No assurance 
can be given that the Holders will realize any return on their purchase of an Interest, or that the Holders will not lose 
their entire investment.  For this reason, prospective Holders should carefully read this Memorandum and should 
consult with their own attorneys or business advisors. 

Offering Not Registered with the SEC or State Securities Authorities.  The Offering will not be registered 
with the SEC under the Securities Act or the securities commission of any state.  The Interests are being offered in 
reliance upon an exemption from the registration provisions of the Securities Act and state securities laws applicable 
only to offers and sales to Holders meeting the suitability requirements set forth herein. 

Private Offering – Lack of Agency Review.  The Offering is a nonpublic offering and is not registered 
under federal or state securities laws.  As a result prospective Holders will not have the benefit of review of this 
Memorandum by the SEC or any state securities commission.  The terms and conditions of the Offering may not 
comply with the guidelines and regulations established for real estate programs that are required to be registered and 
qualified with the SEC or any state securities commission. 

Private Offering Exemption – Compliance with Requirements.  The Interests are being offered and sold 
in reliance on a private offering exemption from registration provided in the Securities Act.  If the Trust should fail to 
comply with the requirements of such exemption, the prospective Holders would have the right to rescind their 
purchase of the Interests if they so desired.  It is possible that 1 or more Holders seeking rescission would succeed.  
This might also occur under applicable state securities laws and regulations in states where the Interests will be offered 
without registration or qualification pursuant to a private offering or other exemption.  If a number of Holders were 
successful in seeking rescission, the Trust could face severe financial demands that would adversely affect the Trust 
as a whole and, thus, the investment in the Trust by the remaining Holders. 
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Private Offering Exemption – Limited Information.  Because the Offering is a nonpublic offering and the 
Interests are only being sold to Accredited Investors, certain information that would be required if the Offering were 
not so limited has not been included in this Memorandum, including, but not limited to, audited financial statements 
and prior performance tables.  Thus, prospective Holders will not have this information available to review when 
deciding whether to invest in an Interest. 

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

Prohibition on Bad Actors.  The Offering is intended to be made in compliance with Rule 506(c) of 
Regulation D promulgated under the Securities Act.  Regulation D offerings include a prohibition on the participation 
of certain “bad actors.”  The Trust will obtain representations from the Trust Manager and its principals, the Managing 
Broker-Dealer and the Selling Group Members that the applicable party is not a “bad actor” as that term is defined in 
Rule 506(d) of Regulation D.  In the event that a statutory “bad actor” participates in the Offering, the Trust may lose 
its exemption from registration of the Interests. 

Projected Aggregate Cash Flow.  Any projected cash flow or forward-looking statements included in this 
Memorandum and all other materials or documents supplied by the Trust should be considered speculative and are 
qualified in their entirety by the assumptions, information and risks disclosed in this Memorandum.  The assumptions 
and facts on which such Projections are based are subject to variations that may arise as future events actually occur.  
The Projections included herein are based on assumptions made by the Trust Manager regarding future events.  There 
is no assurance that actual events will correspond with these assumptions.  Actual results for any period may or may 
not approximate such Projections.  The Trust is responsible for the Trust Obligations.  If amounts required to be paid 
by the Trust are greater than projected by the Trust Manager, the return to the Holders could be significantly reduced.  
Prospective Holders are advised to consult with their tax and business advisors concerning the validity and 
reasonableness of the factual, accounting and tax assumptions.  Neither the Trust nor any other person or entity makes 
any representation or warranty as to the future profitability of the Trust or an investment in an Interest. 

Estimates, Opinions and Assumptions. No representation or warranty can be given that the estimates, 
opinions or assumptions made herein will prove to be accurate.  Any such estimates, opinions or assumptions should 
be considered speculative and are qualified in their entirety by the information and risks disclosed in this 
Memorandum.  The assumptions and facts on which any estimates or opinions herein are based are subject to variations 
that may arise as future events actually occur.  There can be no assurance that actual events will correspond with the 
assumptions.  Prospective Holders are advised to consult with their tax and business advisors concerning the validity 
and reasonableness of the factual, accounting and tax assumptions.  Neither the Trust Manager nor any other person 
or entity makes any representation or warranty as to the future profitability of the Trust. 

No Representation of Holders.  Each of the Holders acknowledges and agrees that counsel representing the 
Trust, the Trust Manager and its Affiliates does not represent and will not be deemed under the applicable codes of 
professional responsibility to have represented or to be representing any or all of the Holders in any respect. 

Compensation to the Managing Broker-Dealer and the Selling Group Members.  The Managing Broker-
Dealer and the Selling Group Members are compensated based on the number of Interests they sell.  As a result, the 
Managing Broker-Dealer and the Selling Group Members have an incentive to sell the greatest number of Interests 
possible. 

Lack of Firm Commitment Underwriting.  The Trust is offering the Interests on a “best-efforts” basis 
through the Managing Broker-Dealer and Selling Group Members.  The fact that this is not a firm commitment offering 
may limit the amount raised in the Offering and increase the time necessary to sell the Maximum Offering Amount. 

Prior Programs Sponsored by Affiliates of the Trust Manager.  ARCTRUST sponsored a number of 
other real estate projects beginning in 1985.  Some of the other projects have not met the income and distribution 
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levels anticipated in the projections produced by ARCTRUST and some investors in such programs have lost all or a 
significant portion of their original investment.  There can be no assurance the Trust will meet the objectives set forth 
herein.  See “Prior Performance Summary.”  

Interests Retained by an Entity Controlled by the Depositor or an Affiliate.  There is no assurance that 
all of the Interests will be sold.  If the Maximum Offering Amount is not sold in the Offering any Class B beneficial 
interests held by the Depositor on the Offering Termination Date will be converted to Interests.  Such entity may have 
an incentive to sell the Projects prior to the projected holding period which will result in a potential conflict of interest 
for the Trust Manager. 

Tax Risks

General.  There are substantial risks associated with the federal income tax aspects of a purchase of an 
Interest, especially if the purchase is part of a Code Section 1031 exchange.  The income tax consequences of a 
purchase of an Interest are complex and recent tax legislation has made substantial revisions to the Code.  Many of 
these changes affect the tax benefits generally associated with an investment in real estate.  The following 
paragraphs summarize some of the tax risks to a Holder.  A further discussion of the tax aspects (including other tax 
risks) of a purchase of an Interest is set forth under “Material Federal Income Tax Considerations.”  Because the tax 
aspects of the Offering are complex and certain of the tax consequences may differ depending on individual tax 
circumstances, prospective Holders are urged to consult with and rely on their own tax advisors concerning the 
Offering’s tax aspects and their individual situation.  No representation or warranty of any kind is made with respect 
to the IRS’s acceptance of the treatment of any item by the Trust or a Holder. 

Definition of Real Estate.  Like-kind exchanges cannot be entered into under Code Section 1031 for any 
asset other than real estate.  Consequently, Code Section 1031 will not apply to the extent a Holder is disposing of 
property that does not qualify as real estate or to the extent a Project consists of property other than real estate. 

Tax Classification of the Trust.  The Trust will attempt to structure the Offering such that Holders 
purchasing Interests are treated for federal income tax purposes as acquiring interests in real property and not an 
interest in an entity.  If the Interests were to be treated by the IRS or a court as interests in an entity, then no prospective 
Holder would be able to use its acquisition of Interests as part of an exchange under Code Section 1031. 

The Trust obtained an opinion from counsel that (i) after the effective date of the Conversion Notice, the 
Trust should be treated as an investment trust described in Treasury Regulations Section 301.7701-4(c)(1), that is 
classified as a “trust” for federal income tax purposes and (ii) the Holders should be treated as owning an undivided 
beneficial interest in the Trust’s assets, including the Projects, in proportion to their Interests for purposes of Code 
Section 1031. 

The Trust has not received and will not request a private ruling from the IRS regarding the federal income 
tax classification of the Trust.  There is always a risk that the IRS may not agree with counsel’s opinion.  The opinion 
of counsel is predicated on all the facts, conditions and assumptions set forth in the opinion and is not a guarantee of 
the current status of the law and should not be accepted as a guarantee that a court of law or an administrative agency 
will concur in the opinion.  If any of the facts, conditions or assumptions set forth in the opinion prove incorrect, it is 
likely that the tax consequences would change.  The issues on which counsel to the Trust has issued the opinion to the 
Trust have not been definitively resolved by statutes, regulations, rulings or judicial opinions.  In addition, the opinion 
issued to the Trust is a “should” opinion.  A “should” opinion means that counsel believes that, if properly litigated 
by competent counsel, an Interest should be treated as an interest in real property.  Accordingly, no assurances can be 
given that the conclusions expressed in the opinion will be accepted by the IRS or any state taxing authority, or, if 
contested, would be sustained by a court, or that legislative changes or administrative pronouncements or court 
decisions may not be forthcoming that would significantly alter or modify the conclusions expressed herein.  See 
“Material Federal Income Tax Considerations.” 

Unrelated Business Taxable Income.  Tax-exempt entities should consult with their own tax counsel 
regarding the effect of any unrelated business taxable income (“UBTI”).  See “Material Federal Income Tax 
Considerations – Investments by Tax-Exempt Entities – Unrelated Business Taxable Income.” 
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Tax Opinion.  The Trust has received an opinion of counsel regarding the tax treatment of the Interests.  This 
opinion is based on certain factual assumptions.  In the event any of these assumptions are inaccurate or change after 
the date the opinion was issued, the opinion may no longer be applicable. 

Tax Opinion Relies on Certificate.  The tax opinion issued to the Trust is based, in part, on the Certificate 
containing certain representations and certifications regarding certain factual matters related to the Trust and the 
Projects.  If these representations and certifications are no longer true, the conclusion set forth in counsel’s opinion 
may not be applicable. 

Failure to Qualify for Code Section 1031.  The Trust has attempted to structure the purchase of an Interest 
as a purchase of real estate and not the purchase of an interest in a partnership.  If the purchase of an Interest is treated 
for federal income tax purposes as purchasing an interest in a partnership rather than as undivided interests in real 
estate and such Holder purchases its Interest as part of a Code Section 1031 exchange, the Holder will not qualify for 
deferral of gain under Code Section 1031 and will immediately recognize any such gain and be subject to federal and 
applicable state income tax.  Further, such a determination will not be made until after the Holder has purchased its 
Interest, and any taxes due will have to be paid by the Holder from other sources.  In addition, the Trust may only sell 
the Projects 2 years following the Offering Termination Date upon the Trust Manager’s determination that a sale is 
appropriate.  No opinion is being rendered whether the Holders of the Interests are holding the Interests as capital 
assets and not inventory. 

Compliance with the Revenue Ruling.  The IRS has issued the Revenue Ruling which sets forth the 
requirements for a Delaware statutory trust to be treated as an investment trust that is classified as a trust.  If the Trust 
or the Tenants fail to comply with the requirements of the Revenue Ruling, the Trust could be considered a partnership 
and the Holders will not be able to utilize the Interests as like-kind property in connection with a Code Section 1031 
exchange of real property.  One of the facts that is set forth in the assumptions of the Revenue Ruling was that the 
lease entered into by the Delaware statutory trust was a net lease where the tenant was required to pay all taxes, 
assessments, fees and other charges, insurance, maintenance, ordinary repairs and utilities.  It is not clear whether the 
Leases will qualify as a net lease for federal income tax purposes.  The Trust must pay for the Trust Obligations.  The 
Leases may not comply with the factual assumptions set forth in the Revenue Ruling.  If the Trust does not qualify as 
an investment trust, the Interests will not qualify as like-kind property for purposes of Code Section 1031. 

Tenant Improvements.  The Revenue Ruling includes a requirement that the Delaware statutory trust will 
not make more than minor nonstructural modifications to the property held in the trust, unless required by law.  The 
Tenants at the Birmingham Project, Millbrook Project and Charleston Project are each permitted to make any 
modification to their respective Projects without the consent of the Trust.  With respect to the Birmingham Lease and 
the Millbrook Lease, landlord consent for structural alterations is required only if the alteration would result in a 
diminution in the value of the premises.  With respect to the Charleston Lease, landlord consent for structural 
alterations is required only if the alteration would either (i) result in a diminution in fair market value of the premises 
or (ii) reduce the gross floor area of the building by more than 10%.  The leases to Pinnacle Bank require landlord 
consent for any structural changes.  If a Tenant undertakes any alteration of a Project, as applicable, that the Trust 
Manager believes is more than a minor nonstructural modification to the property and such alteration violates the tax 
restrictions related to the Trust’s treatment as an investment trust in the determination of the Trust Manager, the 
applicable Project must be sold or transferred to a Springing LLC. 

Limited Authority.  The utilization of a Delaware statutory trust to acquire and hold property for purposes 
of a Code Section 1031 exchange is based primarily on the Revenue Ruling, which addresses whether a trust will be 
treated as an “entity” taxable as a partnership or an investment trust that is classified as a trust for tax purposes.  There 
is no direct authority other than the Revenue Ruling regarding the use of a Delaware statutory trust as an investment 
trust.  It is possible that the IRS could determine that the Trust does not comply with the requirements of the Revenue 
Ruling.  A determination that the Trust is not taxable as an investment trust that is classified as a trust would likely 
have a significant adverse impact on the Holders. 

Mandatory Sale.  The Trust is required to sell the Projects if the Trust Manager determines that the sale is 
appropriate (after an initial 2-year holding period following the Offering Termination Date).  Any sale will occur 
without regard to the tax position, preferences or desires of any of the Holders, and the Holders have no right to 
approve (or disapprove) of the sale of the Projects.  A Holder may or may not be able to defer the recognition of gain 
for federal, state or local income tax purposes when this sale occurs.  Under current federal income tax law, Interests 
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in the Trust should constitute interests in real estate and, therefore, a sale of the Projects should qualify for deferral of 
gain under Code Section 1031 if all other requirements of Code Section 1031 are met (and assuming that the Projects 
have not been transferred (or the Trust converted) to the Springing LLC).  The Trust expects to sell the Projects in a 
manner that will qualify for deferral of gain under Code Section 1031, but there can be no assurances that any such 
sale will so qualify. 

Transfer to the Springing LLC.  In connection with the transfer by the Trust of 1 or more of the Projects 
to the Springing LLC or conversion of the Trust to the Springing LLC, the Holders will receive the ownership interests 
in the Springing LLC in proportion to their respective percentage ownership of Interests in the Trust Estate.  The 
transfer or conversion may result in the obligation to pay real estate transfer taxes at the time of such transfer or 
conversion.  The Springing LLC will be treated as a partnership for federal income tax purposes.  Unlike interests in 
the Trust, interests in the Springing LLC will not be treated as interests in real property for federal income tax purposes 
(including for purposes of a Code Section 1031 exchange).  Thus, if the Trust makes a Transfer Distribution, Holders 
will not be able to defer the recognition of gain with respect to their Interests under Code Section 1031 in connection 
with the sale of a Project.  In addition, the Holders may be required to pay state and local taxes upon the sale of the 
Projects by the Springing LLC. 

A Transfer Distribution will occur under the circumstances set forth in the Trust Agreement without regard 
to the tax consequences that arise as a result of the transaction.  Under current law, a Transfer Distribution should not 
be subject to federal income tax pursuant to Code Section 721.  A Transfer Distribution could be subject, however, to 
state or local income, transfer or other taxes.  In addition, there can be no assurances that a Transfer Distribution will 
not be taxable under the federal income or other tax laws in effect at the time the Transfer Distribution occurs.  Because 
a Transfer Distribution could occur in several situations, it is not possible to determine all of the tax consequences to 
the Holders in the event that a Transfer Distribution does occur. 

Taxable “Boot.”  Amounts used to establish reserves or other items that are not attributable to the purchase 
of real estate will not be treated as an interest in real estate and will be treated as “boot” which may be taxable to a 
Holder acquiring an Interest as replacement property for real property in an exchange under Code Section 1031.  The 
reserves of the Trust are approximately $0.71 per Interest.  These reserves are attributable to reserves funded by the 
Depositor and will be treated as “boot” which may be taxable to a Holder acquiring its Interest as replacement property 
for real property in an exchange under Code Section 1031.  The amount of reserves held by the Trust will fluctuate 
over time.  As a result, the reserves held by the Trust when a prospective Holder acquires an Interest may vary from 
the amounts set forth herein.  Further, the IRS could take the position that the increase in the purchase price of the 
Interests paid by the Holders, which includes loan fees and costs, over the cost to the Depositor would not be 
considered as an interest in real estate and may be treated as “boot” which may be taxable to a Holder acquiring its 
Interest as replacement property for real property in an exchange under Code Section 1031.  In addition, to the extent 
that the portion of the debt allocated with the purchase of an Interest is less than the Holder’s debt on the property 
exchanged, such difference will constitute “boot” and may be taxable depending on the Holder’s basis in the property 
exchanged.  Like-kind exchanges cannot be entered into under Code Section 1031 for any asset other than real estate.  
Consequently, Code Section 1031 will not apply, and such amounts will be treated as “boot,” to the extent a Holder 
is disposing of property that does not qualify as real estate or to the extent a Project consists of property other than 
real estate.  The Trust acquired certain personal property in connection with the purchase of the Projects.  The Trust 
Manager has not valued such personal property.  The Trust Manager has certified that the value of the personal 
property is less than 15% of the value of the real property.  In the event the Projects consist of personal property that 
exceeds 15% of the value of the real property, an investment in the Trust could fail to qualify as replacement property 
in a Code Section 1031 exchange  In the event any item is determined to be “boot,” the taxpayer will have current 
income for any such “boot” up to the amount of gain on the exchange of the real property.  See “Material Federal 
Income Tax Considerations – Taxable Boot.” 

Identification of Property.  The Trust acquired 6 properties.  Thus, any purchaser engaging in a Code 
Section 1031 exchange will need to elect one of the methods other than the direct identification of up to three 
properties.  There are several alternate methods under which one may identify replacement property.  Each prospective 
Holder should consult with its own tax consultant regarding how to identify replacement property. 

True Leases.  The Leases must be true leases for income tax purposes.  If the Leases are not true leases for 
federal income tax purposes, the Trust and the Tenants could be considered to be in an agency or financing relationship 
which would result in the Trust not being an investment trust.  The test for determining if a lease is a true lease is a 
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factual one and focuses on (i) who controls the property and (ii) who bears the economic risk of loss in respect of the 
Projects.  The Trust is required to pay for the Trust Obligations.  Thus, the structure of the Leases is not consistent 
with the factual assumptions set forth in the Revenue Ruling.  Counsel to the Trust has relied on the Certificate 
regarding certain items related to the Leases including whether the arrangements are customary in the market.  Thus, 
it is possible the Leases will not be treated as true leases for income tax purposes.  If the Leases fail to be treated as 
true leases, the Trust could be treated as a partnership. 

Possible Disallowance of Various Deductions.  The availability, timing and amount of deductions or 
income will depend not only on general legal principles but also on various determinations that are subject to potential 
controversy on factual and other grounds.  Such determinations could include, among other things, the allocation of 
basis to buildings, land, leaseholds and personal property.  If the IRS were successful, in whole or in part, in 
challenging a Holder on these issues, the federal income tax benefits of an investment in an Interest might be materially 
reduced. 

Limitations on Losses and Credits from Passive Activities.  Deductions in excess of income, i.e., losses 
from passive trade or business activities, generally may not be used to offset “portfolio income,” i.e., interest, 
dividends and royalties, or salary or other active business income.  Deductions from passive activities may generally 
be used to offset income from passive activities.  Credits from passive activities generally are limited to the tax 
attributable to the income from passive activities.  Passive activities include trade or business activities in which the 
taxpayer does not materially participate and rental activities.  A Holder will not materially participate in the Projects.  
Thus, the Holder’s income and loss from the Projects will constitute income and loss from passive activities.  See 
“Material Federal Income Tax Considerations – Certain Tax Consequences Regarding Ownership of an Interest – 
Limitations on Losses and Credits from Passive Activities.” 

Taxable Income in Excess of Cash Receipts.  It is possible that a Holder’s taxable income resulting from 
its Interest will exceed the cash flow attributable thereto.  This may occur because funds which can be relied upon by 
the Trust may be taxable income to the Holder while the Trust may use such funds for nondeductible operating or 
capital expenses of the Projects or such funds may be held in reserves.  Thus, there may be years in which a Holder’s 
tax liability exceeds its share of cash distributions from the Trust.  The same tax consequences may result from a sale 
or transfer of an Interest, whether voluntary or involuntary, and may produce ordinary income or capital gain or loss.  
See “Income in Excess of Cash Receipts” and “Treatment of Gain or Loss on Disposition of Interests” under “Material 
Federal Income Tax Considerations – Certain Tax Consequences Regarding Ownership of an Interest.” 

Alternative Minimum Tax.  The alternative minimum tax applies to designated items of tax preference.  
The limitations on the deduction of passive losses also apply for purposes of computing alternative minimum taxable 
income.  See “Material Federal Income Tax Considerations – General Considerations – Alternative Minimum Tax.” 

Accuracy-Related Penalties and Interest.  If an income tax audit disallows a Holder’s deductions, 
prospective Holders should be aware that the IRS could assess significant penalties and interest on tax deficiencies.  
See “Material Federal Income Tax Considerations – Accuracy-Related Penalties and Interest.” 

State Taxes.  Each Holder will be subject to state and local taxes in the state where the Projects are located 
and where the Holder resides.  Certain states do not follow the federal rules with respect to tax-deferred exchanges 
and it is not clear whether all states will treat the Trust as an investment trust.  Further, certain state taxing agencies 
are aggressively auditing tax-deferred exchange transactions.  In addition, other states have not yet approved of 
beneficial interests in Delaware statutory trusts as like-kind property with respect to deferred exchanges.  This 
Memorandum does not analyze or discuss state or local tax consequences.  Each prospective Holder should consult 
their own tax advisors regarding the tax consequences of the purchase of an Interest in the state where they reside and 
where each of the Projects is located.  Itemized deductions of individuals for state and local taxes are limited to $40,000 
of income taxes, sales taxes, and property taxes.  This $40,000 limitation is subject to reduction based on income.  
This limitation does not apply to property taxes that are incurred in carrying on a trade or business or an activity for 
the production of income.  It is anticipated that state and local income taxes incurred by the Holders as a result of the 
acquisition of an Interest will be subject to the new limitation.  See “Material Federal Income Tax Considerations – 
State and Local Taxes.” 

Changes in Federal Income Tax Law.  Congress has enacted several major tax bills that substantially affect 
the tax treatment of real estate investments.  Congress could make substantial changes in the future to the income tax 
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consequences with respect to an investment in an Interest.  Congress could make changes in the future to eliminate 
Code Section 1031 in its entirety or with respect to Interests in the Trust.  Substantial changes to the Code may take 
place in the future, which may have substantial negative effect with respect to an investment in the Trust.  The extent 
and effect of such changes, if any, are uncertain. 

The discussion of tax aspects contained in this Memorandum is based on law presently in effect.  Nonetheless, 
prospective Holders should be aware that new administrative, legislative or judicial action could significantly change 
the tax aspects of an investment in an Interest.  Any such change may or may not be retroactive with respect to the 
transactions entered into or contemplated before the effective date of such change and could have a material adverse 
effect on an investment in an Interest. 

For a further discussion on the tax aspects of an investment in an Interest, see “Material Federal Income Tax 
Considerations.” 
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ESTIMATED USE OF PROCEEDS

The following table sets forth certain information concerning the estimated use of the Offering Proceeds: 

Purchase Price For 1 Interest Use 

$1,000 of equity per 1 Interest $1,000 to redeem 1 Class B beneficial interest held by the 
Depositor(*)

_____________________________ 

* The Depositor will acquire all of the Class B beneficial interests, and the Trust will redeem all of the Class B 
beneficial interests held by the Depositor for $11,618,000 from the proceeds of the Offering.  This amount is 
greater than the amount contributed by the Depositor ($8,854,934 plus $8,249 in Trust Reserves) for the Class B 
beneficial interests.  The following describes how the Depositor and the Trust will use the funds raised in the 
Offering(1): 

Use 

Amount from 
Offering 
Proceeds 
(Equity) 

Amount 
from Loan 
Proceeds 

Percentage of 
Maximum 

Offering Amount 
(Equity) 

Percentage of 
Overall 

Expenditures(2)

Acquisition of Real Estate ($17,709,934) 86.50%
Proceeds from Equity $ 8,854,934 76.22%
Proceeds from Debt $ 8,855,000

Reserves from Offering Proceeds $ 8,249 0.07% 0.04%
Closing Costs $ 34,927 0.30% 0.17%
Carry Costs(3) $ 488,541 4.21% 2.38%
Selling Commissions(4) $ 580,900 5.00% 2.84%
Broker-Dealer Due Diligence Allowance(5) $ 116,180 1.00% 0.57%
Managing Broker-Dealer Fee(6) $ 116,180 1.00% 0.57%
Wholesaler Fee(7) $ 116,160 1.00% 0.57%
Due Diligence Expenses $ 183,493 1.58% 0.90%
Loan and Lender Expenses $ 361,594 3.11% 1.77%
Organization and Offering Expenses $ 314,249 2.70% 1.53%
Total Amount Retained (fee) by Depositor $ 442,573 3.81% 2.16%
Total Uses from Offering Proceeds (Equity) $ 11,618,000
Total Uses from Loan Proceeds $8,855,000
Total Uses of Proceeds 100% 100%
_______________________ 

(1) This table has been included for purposes of informing prospective Holders about the compensation and 
expenses that have been, or will be, received or incurred in connection with the Offering.  The total proceeds 
exceed the amount contributed by the Depositor for its Class B beneficial interests.  This table does not 
address the allocation for federal income tax purposes of the amount paid by a Holder for its Interest.  
Prospective Holders should discuss with their own tax advisors the tax treatment of the purchase of an 
Interest. 

(2) This percentage was calculated by dividing (i) the expenditures by (ii) the Maximum Offering Amount 
($11,618,000) and the total amount of the Loan ($8,855,000) which was used to acquire the Projects. 

(3) The carry costs, approximately $488,541, will be paid to Affiliates of the Trust Manager. 

(4) Selling Commissions in an amount up to 5% of the Total Sales will be paid to the Managing Broker-Dealer 
which the Managing Broker-Dealer will reallow to the Selling Group Members. 

(5) The Managing Broker-Dealer will receive a nonaccountable marketing and due diligence allowance in an 
amount up to 1% of the Total Sales which it may reallow to the Selling Group Members. 
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(6) The Managing Broker-Dealer will receive a managing broker-dealer fee in an amount equal to 1% of the 
Total Sales.  The Managing Broker-Dealer may reallow a portion of the managing broker-dealer fee to certain 
Selling Group Members. 

(7) The Managing Broker-Dealer will also receive a wholesaler fee in an amount up to 1% of the Total Sales 
which it may reallow, in whole or in part, to certain wholesalers some of which are internal to Affiliates of 
the Trust Manager; provided, however, that this amount may be reduced to zero in the event a sale is made 
without the participation of a wholesaler.   
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DESCRIPTION OF THE PROJECTS 

The information contained in this “Description of the Projects” section was obtained from various sources 
including, without limitation, the Appraisal, the Surveys1 and Needs Assessments and other sources (as identified), 
including the Trust Manager’s own findings.  The Trust Manager has no reason to believe that the information is not 
accurate; however, no assurance can be given that such information is, in fact, accurate. 

The market information for each of the Projects was compiled using data and information obtained from 
various third-party sources, including third party due diligence reports (copies of which will be made available to 
prospective Holders).  This description, the sources from which it derives the data used to compile it, and the results 
that it predicts are by definition somewhat subjective and may be subject to various interpretations.  Based upon the 
foregoing, the market information may not accurately reflect or predict all information relevant to the market area or 
the Projects.  In addition, the Trust has not independently verified any of the data included in the third-party due 
diligence reports or the third-party sources or their references. 

TENANT DETAILS 

CVS Projects 

The Birmingham Project is 100% leased to Alabama CVS Pharmacy, L.L.C., an Alabama limited liability 
company (as successor-in-interest to Birmingham AL CVS, Inc., an Alabama corporation).  The Millbrook Project is 
100% leased to Alabama CVS Pharmacy, L.L.C., an Alabama limited liability company (as successor-in-interest to 
Big B, Inc., an Alabama corporation).  The Charleston Project is 100% leased to West Virginia CVS Pharmacy, L.L.C., 
a West Virginia limited liability company.  These entities are subsidiaries of CVS Health Corporation (NYSE: CVS), 
a diversified health solutions company that is the nation’s premier health innovation company helping people on their 
path to better health.  CVS Health operates one of the nation’s largest retail pharmacy chains with approximately 9,000 
retail locations across the country, offering pharmacy and health care services, prescription drugs, beauty products, 
photo services, and general merchandise.  In 2025, the largest pharmacy operators in Alabama by number of locations 
are Health Mart (284 locations across 167 cities), CVS Pharmacy (157 locations), and Walgreens (129 locations).  
Annual and quarterly reports filed with the SEC for CVS Health Corporation are available through the SEC’s filing 
database, EDGAR, at http://www.sec.gov.  The SEC EDGAR filing code for CVS Health Corporation is CIK#: 
0000064803. 

Pinnacle Bank Projects 

The Eastchester Project, Westchester Project, and Thomasville Project are each 100% leased to Pinnacle 
Bank. Pinnacle Bank is a wholly-owned subsidiary of Pinnacle Financial Partners, Inc. (NASDAQ: PNFP), a financial 
holding company headquartered in Nashville, Tennessee.  Pinnacle Financial Partners provides a full range of banking, 
investment, trust, mortgage, and insurance products and services to businesses and consumers in several southeastern 
states, including Tennessee, North Carolina, South Carolina, Virginia, Georgia, and Alabama.  According to the NC 
Bankers Association’s report from February 2025, North Carolina’s banking community is composed of 
approximately 86 banks, operating 2,000+ branches and employing 100,000+ banking professionals, with an estimated 
$31.8 billion annual economic impact.  Annual and quarterly reports filed with the SEC for Pinnacle Financial 
Partners, Inc. are available through the SEC’s filing database, EDGAR, at http://www.sec.gov.  The SEC EDGAR 
filing code for Pinnacle Financial Partners is CIK#: 0001115055. 

1 As used herein “Surveys” refers to the following, each of which can be relied upon by the Trust: Birmingham Project: 
the ALTA/NSPS Land Title Survey prepared by Blew Inc. (“Blew”), dated December 11, 2025 (“Birmingham 
Survey”); Millbrook Project: the ALTA/NSPS Land Title Survey prepared by Blew, dated December 11, 2025 
(“Millbrook Survey”); Charleston Project: the ALTA/NSPS Land Title Survey prepared by Blew, dated December 
17, 2025 (“Charleston Survey”); Eastchester Project: the ALTA/NSPS Land Title Survey prepared by Blew, dated 
December 18, 2025 (“Eastchester Survey”); Westchester Project: the ALTA/NSPS Land Title Survey prepared by 
Blew, dated December 17, 2025 (“Westchester Survey”); and Thomasville Project: the ALTA/NSPS Land Title 
Survey prepared by Blew, dated December 12, 2025 (“Thomasville Survey”). 
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BIRMINGHAM PROJECT

Description of the Market

The Birmingham Project is located in Jefferson County, Alabama, within the Birmingham–Hoover 
Metropolitan Statistical Area (“MSA”).  The Birmingham–Hoover MSA spans approximately 5,279 square miles and 
had a population of approximately 879,000 in 2025, representing a 0.92% increase from the previous year.  The median 
household income in the MSA is reported at $69,284, which is below the national median of $77,219, reflecting the 
area’s lower cost of living and economic structure.  The per capita income stands at $39,776, which is approximately 
90% of the national average of $43,313. The region’s gross domestic product is estimated at $84.57 billion in 2023, 
maintaining a diversified regional economy supported by manufacturing, logistics/distribution, healthcare, education, 
and business services.  The unemployment rate in Birmingham–Hoover was 2.50% in November 2025, lower than 
September’s rate of 2.80%.  According to CoStar, Birmingham’s retail vacancy rate is just 3.8%, which aligns with 
the national average of 4.1%.  Due to volatility in absorption over the past several years, Birmingham’s retail vacancy 
rate has exhibited quarterly fluctuations, though it has remained at or below 5% over the past decade.  The scarcity of 
space has helped annual asking rent growth grow 1.8%, though the growth rate has fallen throughout 2025. 
Construction activity has remained low through 2025 as only 200,000 SF of new space broke ground over the past 
year, with only 60,000 SF during 2025. Looking ahead, retail demand is expected to remain positive, particularly with 
increased availability of big-box options for occupiers.  Only 52,000 SF of space is currently under construction, 
which should bring continued rent growth as the market remains tight, according to the Appraisal. 

Description of the Project 

Overview and Improvements

The Birmingham Project includes an approximately 10,364 rentable square foot single-tenant, single-story 
commercial building located on approximately 2.30 acres of land in Hoover, Alabama.  The Birmingham Project was 
completed in 2001. The Birmingham Project contains approximately 66 parking spaces, including 3 handicap spaces. 

The main building structure features structural steel wall framing with open web steel joists supporting steel 
decking for the roof framing.  The foundation consists of concrete spread footing with concrete foundation walls 
supporting a concrete slab-on-grade.  The building’s façade consists of brick masonry veneer and painted stucco.  The 
windows are aluminum, fixed, storefront system.  A drive-through canopy is located on the northeast side of the 
building, constructed with materials consistent with the main structure and finished with an EPDM roof (Ethylene 
Propylene Diene Monomer – a type of synthetic rubber).  The interior finishes of the Birmingham Project include 
carpet flooring with painted gypsum wallboard and suspended acoustic tile ceilings in the retail and office areas.  The 
warehouse area features exposed concrete floors, painted gypsum wallboard walls, and exposed structure ceilings.  
The restrooms feature vinyl tile flooring, painted gypsum wallboard walls, and suspended acoustic tile ceilings.

Location

The Birmingham Project is located at 2301 John Hawkins Parkway, Hoover, Alabama 35244. The City of 
Hoover lies within the Birmingham-Hoover, Alabama Metropolitan Statistical Area, which is located in north-central 
Alabama and serves as the core metro area of the state.  The Birmingham Project is located in the East South Central 
Division, Alabama, Birmingham-Hoover, AL MSA. 

The neighborhood in Hoover, Alabama is generally defined as the area surrounding the subject property and 
nearby commercial corridors and adjacent residential uses, which share similar physical characteristics and market 
influences.  The location offers good accessibility via local arterial roads with convenient connections to the greater 
Birmingham metro area.  Land use is primarily developed and stable, with retail and service uses concentrated along 
major roadways and residential neighborhoods nearby, with limited industrial influence in the immediate vicinity. 
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Environmental Conditions

EBI did not identify any evidence of RECs, CRECs, HRECs, de minimis conditions or BERs at the 
Birmingham Project.   

Toxic Mold

EBI did not identify or note any obvious visual or olfactory indications of the presence of significant suspect 
microbial growth at the Birmingham Project.  

Wind Zone

According to the Birmingham Needs Assessment, the Birmingham Project is located in Wind Zone IV, which 
has a design wind speed of up to 250 miles per hour. 

Seismic Zone

According to the Birmingham Needs Assessment, the Birmingham Project is located within Seismic Hazard 
Zone I, which is defined as an area that possesses a maximum acceleration of 0.1g, with a low probability of damaging 
ground motion.  The Trust did not obtain earthquake insurance. 

Easements, Restrictions, Encroachments and Agreements

The Birmingham Project is subject to easements and agreements for right of way, sanitary sewer, and 
transmission lines to Alabama Power Company and South Central Bell. The Birmingham Project is also subject to a 
restrictive covenant and mineral and mining rights reservations.  There may be utilities at the Birmingham Project 
without the benefit of an express easement.  According to the Birmingham Survey, (i) a fence encroaches over the 
northwesterly boundary line and into the right-of-way, and (ii) a fence encroaches over the northerly boundary line 
and onto adjoining property. 

Zoning

According to the Birmingham Zoning Report, the Birmingham Project’s use and improvements are legally 
conforming, and there are no zoning, building, or fire code violations on file with the municipality.  The Birmingham 
Project is zoned as “C-1” Neighborhood Shopping District.  According to the Birmingham Zoning Report, the 
Birmingham Project is legal conforming with parking, setbacks, height, site area, and density. 

Floodplain

According to the Birmingham Needs Assessment, which cites to the FEMA, the Birmingham Project is 
located in Flood Zone X (unshaded), which is the zone with the lowest flood risk and defined as an area of the 0.2% 
annual chance of flood. 

Necessary Improvements and Repairs

The Birmingham Needs Assessment was prepared by EBI based on a visual walkthrough of the Birmingham 
Project on December 1, 2025.  The Birmingham Needs Assessment characterizes the Birmingham Project as being in 
overall good condition.  EBI did not recommend any immediate repairs to the Birmingham Project.  According to the 
Birmingham Needs Assessment, the remaining useful life of the Project is at least an additional 44 years. EBI 
recommends the establishment of modified capital reserves to cover repairs over the following 12 years in the amount 
of $71,928.71, as adjusted for inflation.  Such reserves represent $0.59 per square foot per year (inflated) and $0.56 
per square foot per year (uninflated). 

Appraised Value

According to the Appraisal, the “as-is” appraised market value of the Project as of December 31, 2025 was
$3,220,000.   
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Summary of the Birmingham Lease 

The Birmingham Lease was assigned to the Trust.  The following is only a summary of some of the significant 
provisions of the Birmingham Lease and is qualified in its entirety by reference thereto.  If a prospective Holder would 
like to review copies of the Birmingham Lease, please notify the Trust Manager. 

Effective Date January 7, 2002 

Tenant Alabama CVS Pharmacy, L.L.C. 

Guarantor CVS Health Corporation, a Delaware corporation.  Additional information about CVS 
Health Corporation, its operations and material agreements can be found in its public 
filings on the SEC website at https://www.sec.gov/edgar/browse/?CIK=64803 and via 
its website at https://www.cvshealth.com/. 

Rental Term Term commenced on January 9, 2002 and will expire on February 28, 2036. 

Extension Option The Tenant has the right to extend the term for five (5) successive five (5) year extension 
periods. 

Rent Term Annual Monthly

Initial Term $235,000.00 $19,583.34

First Extension Period $246,750.00 $20,562.50

Second Extension Period $259,087.50 $21,590.63

Third Extension Period $272,041.88 $22,670.16

Fourth Extension Period $285,643.98 $23,803.67

Fifth Extension Period $299,926.18 $24,993.85

Tenant Maintenance This is a NNN lease, so the Tenant maintains all of the interior and exterior of the 
premises, including structural issues.   

Trust Obligations The Trust is not required to make any repair, replacement, maintenance or other work 
whatsoever, or to maintain the premises in any way, and the Tenant waives the right to 
make repairs, replacements or to perform maintenance or other work at the expense of 
the Trust. 

Taxes The Tenant is obligated to pay all real estate taxes and assessments directly to the taxing 
authority. 

Insurance The Tenant is required to maintain (i) Causes of Loss — Special Form (formerly known 
as All-Risk) insurance for the building for one hundred percent (100%) of its 
replacement value, (ii) commercial general liability insurance with combined policy 
limits of not less than $5,000,000.00 per occurrence for bodily injury and property 
damage, and (iii) Workers’ Compensation insurance as required by applicable law. 

Restoration If the premises or any portion thereof are damaged or destroyed by fire or other casualty, 
the tenant is obligated to restore to the condition existing immediately prior to such 
damage, subject to certain termination rights if there is damage to the extent of at least 
50% of replacement cost that occurs during the last two years of the term or any 
extension period. 

Alterations The Tenant may make structural or non-structural interior or exterior alterations without 
the Trust’s consent.  For alterations exceeding $350,000, the Tenant is required to 
submit plans and specifications to the Trust (but the Trust’s consent is not required). 
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Defaults The Tenant’s events of default include: (a) the tenant’s failure to pay any rental payment 
that continues for five (5) days following notice from the Trust to that effect, or (b) the 
Tenant breaches any other agreement or obligation and fails to cure such breach within 
thirty (30) days after written notice thereof from the Trust, which can be extended up to 
180 days if the cure is commenced and is diligently being pursued. 

Indemnifications The Tenant and the Trust, as landlord, indemnify each other for all losses, damages, 
claims, suits or actions, judgments and costs arising from the other’s negligent or willful 
acts of misconduct. 

ROFR During any extension period, if the Trust desires to sell to an unaffiliated third party, the 
Trust must first obtain a bona fide written offer and give the Tenant 20 days to elect to 
purchase on the same terms; closing occurs within 60 days of the Tenant’s acceptance 
notice.  The ROFR does not apply during the initial term, to foreclosure sales, or to sales 
to affiliates of the Trust.

Map of Birmingham Project Area 
Source: Google Maps
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MILLBROOK PROJECT

Description of the Market

The Millbrook Project is located in Elmore County, Alabama, within the Montgomery MSA.  The 
Montgomery MSA spans approximately 1,221 square miles and had a population of approximately 385,000 in 2025, 
representing a 1.32% increase from the previous year.  The median household income in the MSA is reported at 
$57,300, which is below the national median of $62,212, reflecting the area’s lower cost of living and economic 
structure.  The per capita income stands at $33,362. The region’s gross domestic product is estimated at $22.08 billion 
in 2023, maintaining a diversified regional economy supported by manufacturing, logistics/distribution, healthcare, 
education, and business services.  The unemployment rate in Montgomery was 2.70% in November 2025, lower than 
September’s rate of 3.80%.  According to CoStar, the Montgomery retail market has a vacancy rate of 6.5% as of the 
fourth quarter of 2025. Over the past year, the market’s vacancy rate has changed by 0.4%, a result of 32,000 SF of 
net delivered space and -74,000 SF of net absorption.  Montgomery’s vacancy rate of 6.5% compares to the market’s 
five-year average of 5.5% and the 10-year average of 5.9%.  The Montgomery retail market contains roughly 28.5 
million SF of inventory.  Market rents in Montgomery are $15.80/SF.  Rents have changed by 2.3% year over year, 
compared to a change of 2.0% nationally.  The five-year average annual rent growth is 4.3% and 10-year average 
annual rent growth is 3.5%, according to the Appraisal. 

Description of the Project 

Overview and Improvements

The Millbrook Project includes an approximately 10,522 rentable square foot single-tenant, single-story 
commercial building located on approximately 1.36 acres of land in Millbrook, Alabama.  The Millbrook Project was 
completed in 2001. The Millbrook Project contains approximately 53 parking spaces, including 3 handicap spaces. 

The main building structure features structural steel wall framing with open web steel joists supporting steel 
decking for the roof framing.  The foundation consists of concrete spread footing with concrete foundation walls 
supporting a concrete slab-on-grade.  The building’s façade consists of brick masonry veneer and painted stucco.  The 
windows are aluminum, fixed, storefront system.  A drive-through canopy is located on the southeast side of the 
building, constructed with materials consistent with the main structure and finished with an EPDM roof.  The retail 
and office areas are finished with carpet flooring, painted gypsum wallboard walls, and suspended acoustic tile 
ceilings.  The warehouse area features exposed concrete floors, painted gypsum wallboard walls, and exposed structure 
ceilings. 

Location

The Millbrook Project is located at 3680 Highway 14, Millbrook, Alabama 36054. The City of Millbrook 
lies within the Montgomery, Alabama Metropolitan Statistical Area, which is located in central Alabama along the 
Alabama River.  The Millbrook Project is located in the East South Central Division, Alabama, Montgomery, AL 
MSA. 

The Millbrook Project has nearby commercial corridors and adjacent residential uses, which share similar 
physical characteristics and market influences.  The location offers good accessibility via local arterial roads with 
convenient connections to the broader Montgomery metro area.  Land use is primarily developed and stable, with 
retail and service uses concentrated along major roadways and residential neighborhoods nearby, with limited 
industrial influence in the immediate vicinity. 

Environmental Conditions

EBI did not identify any evidence of RECs, CRECs, HRECs, de minimis conditions or BERs at the Millbrook 
Project.     
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Toxic Mold

With respect to the Millbrook Project, representative observations and interviews by EBI revealed no obvious 
visual or olfactory indications of the presence of suspect mold; however, indications of active moisture infiltration 
were noted in ceiling tiles located in the store manager’s office, multiple locations near the center of the building, and 
the north side of the pharmacy area.    

Wind Zone

According to the Millbrook Needs Assessment, the Millbrook Project is located in Wind Zone III, which has 
a design wind speed of up to 200 miles per hour. 

Seismic Zone

According to the Millbrook Needs Assessment, the Millbrook Project is located within Seismic Hazard Zone 
I, which is defined as an area that possesses a maximum acceleration of 0.1g, with a low probability of damaging 
ground motion.  The Trust did not obtain earthquake insurance. 

Easements, Restrictions and Encroachments

The Millbrook Project is subject to easements for sanitary sewer, electrical distribution facilities (to Alabama 
Power Company), and matters shown on the subdivision plat.  The Millbrook Project is also subject to coal, oil, gas 
and other minerals underlying the surface of the land and all rights incident thereto.  There may be utilities at the 
Millbrook Project without the benefit of an express easement.  According to the Millbrook Survey, a concrete drainage 
flume extends from the Millbrook Project onto the adjoining property to the west.

Zoning

According to the Millbrook Zoning Report, the Millbrook Project’s use and improvements are legally 
conforming, and there are no zoning, building, or fire code violations on file with the municipality.  The Millbrook 
Project is zoned as “C-2” General Commercial.  According to the Millbrook Zoning Report, the Millbrook Project is 
legal conforming with parking, setbacks, height, site area, and density. 

Floodplain

According to the Millbrook Needs Assessment, which cites to the FEMA, the Millbrook Project is located in 
Flood Zone X (unshaded), which is the zone with the lowest flood risk and defined as an area of the 0.2% annual 
chance of flood. 

Necessary Improvements and Repairs

The Millbrook Needs Assessment was prepared by EBI based on a visual walkthrough of the Millbrook 
Project on December 2, 2025.  The Millbrook Needs Assessment characterizes the Millbrook Project as being in overall 
good condition.  EBI did not recommend any immediate repairs to the Millbrook Project.  According to the Millbrook 
Needs Assessment, the remaining useful life of the Project is at least an additional 44 years. EBI recommends the 
establishment of modified capital reserves to cover repairs over the following 12 years in the amount of $40,978.71, 
as adjusted for inflation.  Such reserves represent $0.34 per square foot per year (inflated) and $0.30 per square foot 
per year (uninflated). 

Appraised Value

According to the Appraisal, the “as-is” appraised market value of the Project as of December 31, 2025 was
$2,480,000.   



1628928397.12 (40)

Summary of the Millbrook Lease 

The Millbrook Lease was assigned to the Trust.  The following is only a summary of some of the significant 
provisions of the Millbrook Lease and is qualified in its entirety by reference thereto.  If a prospective Holder would 
like to review copies of the Millbrook Lease, please notify the Trust Manager. 

Effective Date December 13, 2001 

Tenant Alabama CVS Pharmacy, L.L.C. 

Guarantor CVS Health Corporation, a Delaware corporation.  CVS Health Corporation, a 
Delaware corporation.  Additional information about CVS Health Corporation, its 
operations and material agreements can be found in its public filings on the SEC website 
at https://www.sec.gov/edgar/browse/?CIK=64803 and via its website at 
https://www.cvshealth.com/. 

Rental Term Term commenced on December 20, 2001 and will expire on February 28, 2036.  

Extension Option The Tenant has the right to extend the term for five (5) successive five (5) year extension 
periods.  

Rent Term Annual Monthly

Initial Term $155,000.00 $12,916.67

First Extension Period $162,750.00 $13,562.50

Second Extension Period $170,887.50 $14,240.63

Third Extension Period $188,403.48 $15,700.29

Fourth Extension Period $197,823.66 $16,485.31

Fifth Extension Period $207,714.85 $17,309.57

Tenant Maintenance This is a NNN lease, so the Tenant maintains all of the interior and exterior of the 
premises, including structural issues.   

Trust Obligations The Trust is not required to make any repair, replacement, maintenance or other work 
whatsoever, or to maintain the premises in any way, and the Tenant waives the right to 
make repairs, replacements or to perform maintenance or other work at the expense of 
the Trust. 

Taxes The Tenant is obligated to pay all real estate taxes and assessments directly to the taxing 
authority. 

Insurance The Tenant is required to maintain (i) Causes of Loss — Special Form (formerly known 
as All-Risk) insurance for the building for one hundred percent (100%) of its 
replacement value, (ii) commercial general liability insurance with combined policy 
limits of not less than $5,000,000.00 per occurrence for bodily injury and property 
damage, and (iii) Workers’ Compensation insurance as required by applicable law. 

Restoration If the premises or any portion thereof is damaged or destroyed by fire or other casualty, 
the Tenant is obligated to restore the premises to the condition existing immediately 
prior to such damage, subject to certain termination rights if there is damage to the extent 
of at least 50% of replacement cost that occurs during the last two years of the term or 
any extension period. 

Alterations The Tenant may make structural or non-structural interior or exterior alterations without 
the Trust’s consent.  For alterations exceeding $350,000, the Tenant is required to 
submit plans and specifications to the Trust (but the Trust’s consent is not required).
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Defaults The Tenant’s events of default include: (a) the Tenant’s failure to pay any rental 
payment that continues for five (5) days following notice from the Trust to that effect, 
or (b) the Tenant breaches any other agreement or obligation and fails to cure such 
breach within thirty (30) days after written notice thereof from the Trust, which can be 
extended up to 180 days if the cure is commenced and is diligently being pursued. 

Indemnifications The Tenant and the Trust, as landlord, indemnify each other for all losses, damages, 
claims, suits or actions, judgments and costs arising from the other’s negligent or willful 
acts of misconduct. 

ROFR During any extension period, if the Trust desires to sell to an unaffiliated third party, the 
Trust must first obtain a bona fide written offer and give the Tenant 20 days to elect to 
purchase on the same terms; closing occurs within 60 days of the Tenant’s acceptance 
notice.  The ROFR does not apply during the initial term, to foreclosure sales, or to sales 
to affiliates of the Trust.

Map of Millbrook Project Area 
Source: Google Maps
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CHARLESTON PROJECT 

Description of the Market 

The Charleston Project is located in Kanawha County, West Virginia, within the Charleston MSA.  The 
Charleston MSA spans approximately 1,526 square miles and had a population of approximately 202,091 in 2024, 
representing a 0.42% decrease from 202,942 in 2023. The median household income in the MSA is reported at 
$64,512, which is above the national median of $57,917. The area is home to approximately 21,237 households with 
an average household size of 2.2 persons, noted lower than the national average of 2.4 persons.  The unemployment 
rate in Charleston was 4.00% in 2024, higher than the unemployment rate of 3.70% in 2023.  According to CoStar, 
the Charleston retail market has a vacancy rate of 2.6% as of the fourth quarter of 2025. Over the past year, the 
market’s vacancy rate has changed by 0.02%, a result of 210 SF of net delivered space and -4,300 SF of net absorption.  
Charleston’s vacancy rate of 2.6% compares favorably to the market’s five-year average of 2.1% and the 10-year 
average of 2.1%.  The Charleston retail market contains roughly 19.8 million SF of inventory.  Market rents in 
Charleston are $13.40/SF.  Rents have changed by 0.9% year over year, compared to a change of 2.0% nationally.  
The five-year average annual rent growth is 2.7% and 10-year average annual rent growth is 2.0%.  As of the fourth 
quarter of 2025, there is no retail space under construction in Charleston, according to the Appraisal.  In 2025, the 
Charleston drug store market was undergoing notable contraction, highlighted by the planned closure of all three local 
Drug Emporium franchise locations by July 2025. These closures remove long-standing, locally operated pharmacy 
providers and specialty retail offerings from the market.  The closures are occurring within a broader context of 
softening demographic trends, including population decline in the area. 

Description of the Project 

Overview and Improvements

The Charleston Project includes an approximately 11,816 rentable square foot single-tenant, single-story 
commercial building located on approximately 1.32 acres of land in Charleston, West Virginia.  The Charleston Project 
was completed in 2016. The Charleston Project contains approximately 48 parking spaces, including 5 handicap 
spaces. 

The main building structure features structural steel and concrete wall framing with open web steel joists 
supporting steel decking for the roof framing.  The foundation consists of concrete spread footing supporting a 
concrete slab-on-grade.  The building’s façade consists of painted exterior insulation and concrete.  The windows are 
aluminum, fixed.  The retail and office areas are finished with carpet flooring, painted gypsum wallboard walls, and 
suspended acoustic tile ceilings.  The restrooms feature ceramic tile flooring, painted gypsum wallboard walls, and 
suspended acoustic tile ceilings.  The mechanical rooms feature exposed concrete floors, exposed structure walls, and 
exposed structure ceilings. 

Location

The Charleston Project is located at 885 Oakwood Road, Charleston, West Virginia 25314. The City of 
Charleston lies in south-central West Virginia within the Appalachian Mountains, along the Kanawha River, and 
serves as the state capital.  The Charleston Project is located in the South Atlantic Division, West Virginia, Charleston, 
WV MSA. 

The Charleston Project has nearby commercial corridors and adjacent residential uses, which share similar 
physical characteristics and market influences.  The location offers good accessibility via local arterial roads with 
convenient connections throughout Charleston and the broader Kanawha Valley region.  Land use is primarily 
developed and stable, with retail and service uses concentrated along major roadways and residential neighborhoods 
nearby, with limited industrial influence in the immediate vicinity. 
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Environmental Conditions

EBI did not identify any evidence of RECs, CRECs, HRECs, de minimis conditions or BERs at the 
Charleston Project.

Toxic Mold

EBI did not identify or note any obvious visual or olfactory indications of the presence of significant suspect 
microbial growth at the Charleston Project.  

Wind Zone

According to the Charleston Needs Assessment, the Charleston Project is located in Wind Zone III, which 
has a design wind speed of up to 200 miles per hour. 

Seismic Zone

According to the Charleston Needs Assessment, the Charleston Project is located within Seismic Hazard 
Zone I, which is defined as an area that possesses a maximum acceleration of 0.1g, with a low probability of damaging 
ground motion.  The Trust did not obtain earthquake insurance. 

Easements, Restrictions and Encroachments

The Charleston Project is subject to easements and agreements for access, sanitary sewer (to The Sanitary 
Board of the City of Charleston), and right of way (to Appalachian Power Company), as well as oil, gas, coal and 
other mineral interests.  There may be utilities at the Charleston Project without the benefit of an express easement.  
According to the Charleston Survey, there were no observed encroachments.  

Zoning

According to the Charleston Zoning Report, the Charleston Project’s use and improvements are legally 
conforming, and there are no zoning, building, or fire code violations on file with the municipality.  The Charleston 
Project is zoned as “C-8” Village Commercial District.  According to the Charleston Zoning Report, the Charleston 
Project is legal conforming with parking, setbacks, height, site area, and density.   

Floodplain

According to the Charleston Needs Assessment, which cites to the FEMA, the Charleston Project is located 
in Flood Zone X (unshaded), which is the zone with the lowest flood risk and defined as an area of the 0.2% annual 
chance of flood. 

Necessary Improvements and Repairs

The Charleston Needs Assessment was prepared by EBI based on a visual walkthrough of the Charleston 
Project on December 15, 2025.  The Charleston Needs Assessment characterizes the Charleston Project as being in 
overall good condition.  EBI recommends $2,000 in immediate repairs to investigate and repair roof leaks at the 
Charleston Project.  According to the Charleston Needs Assessment, the remaining useful life of the Project is at least 
an additional 35 years.  EBI recommends the establishment of modified capital reserves to cover repairs over the 
following 12 years in the amount of $40,045.84, as adjusted for inflation.  Such reserves represent $0.28 per square 
foot per year (inflated) and $0.26 per square foot per year (uninflated). 

Appraised Value

According to the Appraisal, the “as-is” appraised market value of the Project as of December 31, 2025 was
$3,710,000.   
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Summary of the Charleston Lease 

The Charleston Lease was assigned to the Trust by the Charleston Seller.  However, when the Charleston 
Seller acquired title to the Charleston Project, the parties did not document the assignment of the Charleson Lease to 
the Charleston Seller.  The following is only a summary of some of the significant provisions of the Charleston Lease 
and is qualified in its entirety by reference thereto.  If a prospective Holder would like to review copies of the 
Charleston Lease, please notify the Trust Manager. 

Effective Date October 16, 2015 

Tenant West Virginia CVS Pharmacy, L.L.C. 

Guarantor CVS Health Corporation, a Delaware corporation.  CVS Health Corporation, a 
Delaware corporation.  Additional information about CVS Health Corporation, its 
operations and material agreements can be found in its public filings on the SEC website 
at https://www.sec.gov/edgar/browse/?CIK=64803 and via its website at 
https://www.cvshealth.com/. 

Rental Term Term commenced on October 16, 2015 and will expire on January 31, 2041. 

Extension Option The Tenant has the right to extend the term for ten (10) successive five (5) year extension 
periods; provided that the last eight (8) extensions are based on fair market value. 

Rent Term Annual Monthly

Initial Term $269,989.56 $22,499.13

First Extension Period $269,989.56 $22,499.13

Second Extension Period $269,989.56 $22,499.13

Third – Tenth Extension 
Periods

Fair Market Rental 
Value

Fair Market Rental 
Value

Tenant Maintenance This is a NNN lease, so the Tenant maintains all of the interior and exterior of the 
premises, including structural issues. 

Trust Obligations The Trust is not required to make any repair, replacement, maintenance or other work 
whatsoever, or to maintain the premises in any way. 

Taxes The Tenant is obligated to pay all real estate taxes and assessments directly to the taxing 
authority. 

Insurance The Tenant is required to maintain (i) Causes of Loss — Special Form (formerly known 
as All-Risk) insurance for the building for one hundred percent (100%) of its 
replacement value, including flood coverage if the premises are located in a Flood Zone 
A, (ii) commercial general liability insurance with combined policy limits of not less 
than $5,000,000.00 per occurrence for bodily injury and property damage, and (iii) 
Workers’ Compensation insurance as required by applicable law. 

Restoration If the premises or any portion thereof is damaged or destroyed by fire or other casualty, 
the Tenant is obligated to restore the premises, subject to certain termination rights if 
there is damage to the extent of at least 25% of replacement cost that occurs during the 
last two years of the term or any extension period. 
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Alterations The Tenant may make structural or non-structural interior or exterior alterations without 
landlord’s consent as long as such alterations do not diminish the property value and do 
not reduce the floor area by more than 10%.   

Defaults The Tenant’s events of default include: (a) the Tenant’s failure to pay any rental 
payment that continues for ten (10) days following notice from the Trust to that effect, 
or (b) the Tenant breaches any other agreement or obligation and fails to cure such 
breach within thirty (30) days after written notice thereof from the Trust, which can be 
extended up to 180 days if the cure is commenced and is diligently being pursued. 

Indemnifications The Tenant is required to indemnify the Trust against all losses, damages, claims, suits 
or actions, judgments and costs arising from the Tenant’s acts or omissions.  The Trust 
is required to indemnify the Tenant against all losses, damages, claims, suits or actions, 
judgments and costs arising from the Trust’s negligent or willful acts of misconduct. 

ROFR During any extension period, if the Trust desires to sell to an unaffiliated third party, the 
Trust must first obtain a bona fide written offer and give the Tenant 20 days to elect to 
purchase on the same terms; closing occurs within 60 days of the Tenant’s acceptance 
notice.  The ROFR does not apply during the initial term, to foreclosure sales, or to sales 
to affiliates of the Trust.

Map of Charleston Project Area 
Source: Google Maps
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EASTCHESTER PROJECT 

Description of the Market 

The Eastchester Project is located in Guilford County, North Carolina, within the Greensboro–High Point 
MSA.  The Greensboro–High Point MSA spans approximately 1,994 square miles and had a population of 
approximately 779,894 in 2023, representing a 0.61% increase from the previous year.  The median household income 
in the MSA is reported at $63,280, which is below the national median of $77,719, reflecting the area’s lower cost of 
living and economic structure.  The per capita income stands at $35,942, which is approximately 80% of the national 
average of $43,313. The region’s gross domestic product increased to $52.9 billion in 2023, up from $50.0 billion in 
2022, demonstrating a consistent long-term upward trend with steady growth over the past decade.  The unemployment 
rate in Greensboro–High Point was 4.10% in September 2025, lower than the previous month’s rate of 4.50%.  
According to CoStar, the Greensboro retail market has experienced negative net absorption over the past year, 
although quarterly absorption was positive in Q2 2025 and Q3 2025.  With negative net absorption in two of the past 
four quarters, net absorption in Greensboro has totaled -17,000 SF over the past year.  Rent growth in Greensboro has 
decelerated, with asking rents increasing 3.5% over the past 12 months, compared to annual rent growth of 4.0% a 
year ago.  The availability rate in Greensboro has risen to 3.6%.  Few new retail properties have broken ground over 
the past year, and the market’s construction pipeline has declined to just 190,000 SF, according to the Appraisal.

Description of the Project 

Overview and Improvements

The Eastchester Project includes an approximately 9,230 rentable square foot single-tenant, two-story 
commercial building located on approximately 1.40 acres of land in High Point, North Carolina.  The Eastchester 
Project was completed in 2008. The Eastchester Project contains approximately 38 parking spaces, including 2 
handicap spaces. 

The main building structure features concrete wall framing with pre-engineered wood trusses supporting 
plywood sheathing for the roof and floor framing.  The foundation consists of concrete spread footing supporting a 
concrete slab-on-grade.  The building’s façade consists of brick masonry veneer.  The windows are aluminum, double-
hung.  The retail, lobby, and office areas are finished with carpet and ceramic tile flooring, painted gypsum wallboard 
walls, and suspended acoustic tile ceilings.  The restrooms feature ceramic tile flooring, painted gypsum wallboard 
walls, and suspended acoustic tile ceilings.  The mechanical rooms feature exposed concrete floors, painted gypsum 
wallboard walls, and suspended acoustic tile ceilings. 

Location 

The Eastchester Project is located at 2630 Eastchester Drive, High Point, North Carolina 27265. The City of 
High Point lies in north-central North Carolina within the Piedmont Triad region.  The Eastchester Project is located 
in the South Atlantic Division, North Carolina, Greensboro-High Point, NC MSA. 

The Eastchester Project has adjacent residential and neighborhood-serving commercial uses, which share 
similar physical characteristics and market influences.  The location offers good access via Eastchester Drive and 
nearby arterial roads, providing convenient connectivity throughout High Point and the broader Piedmont Triad.  Land 
use is primarily developed and stable, with commercial/retail concentrated along the corridor and residential uses 
nearby, with limited industrial influence in the immediate vicinity. 

Environmental Conditions

EBI did not identify any evidence of RECs, CRECs, de minimis conditions or BERs at the Eastchester 
Project.  However, one HREC was identified at the Eastchester Project that pertains to an underground storage tank.  
Records indicate that during geotechnical soil boring activities at the Eastchester Project in 2007, petroleum odors 
were detected in soil samples, and approximately 12.39 tons of impacted soil were excavated from the site.  Post-
excavation soil sampling did not detect targeted compounds at concentrations exceeding laboratory quantitation limits, 
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and the North Carolina Department of Environment and Natural Resources issued a “Notice of No Further Action” 
letter on May 22, 2007. 

Toxic Mold

EBI did not identify or note any obvious visual or olfactory indications of the presence of significant suspect 
microbial growth at the Eastchester Project.  

Wind Zone

According to the Eastchester Needs Assessment, the Eastchester Project is located in Wind Zone III, which 
has a design wind speed of up to 200 miles per hour. 

Seismic Zone

According to the Eastchester Needs Assessment, the Eastchester Project is located within Seismic Hazard 
Zone I, which is defined as an area that possesses a maximum acceleration of 0.1g, with a low probability of damaging 
ground motion.  The Trust did not obtain earthquake insurance. 

Easements, Restrictions and Encroachments

The Eastchester Project is subject to an easement to Duke Power Company and a city ordinance extending 
the City of High Point’s city limits.  There may be utilities at the Eastchester Project without the benefit of an express 
easement.  According to the Eastchester Survey, (i) there is an encroachment of Penny Road right of way onto the 
subject land along its eastern boundary line, and (ii) utilities and appurtenances lie on the subject land outside of 
known or recorded easements.  

Zoning 

According to the Eastchester Zoning Report, the Eastchester Project’s bank use is legally conforming; 
however, the drive-through lanes are legal nonconforming.  The site was developed in 2008, and at that time the code 
permitted up to 4 drive-through lanes.  The site was rezoned in 2017, and drive-through lanes are now prohibited, 
resulting in the legal nonconforming classification.  According to the code, if the nonconforming use ceases operation 
for a continuous period of more than 180 days, any subsequent use must conform to the current code.  In addition, if 
there is damage or destruction exceeding 50% of the building’s value, reconstruction of a nonconforming structure is 
permitted only in compliance with the current code.  Otherwise, the Eastchester Project is legal conforming with 
parking, setbacks, height, site area and density, and there are no code violations. 

Floodplain

According to the Eastchester Needs Assessment, which cites to the FEMA, the Eastchester Project is located 
in Flood Zone X (unshaded), which is the zone with the lowest flood risk and defined as an area of the 0.2% annual 
chance of flood. 

Necessary Improvements and Repairs

The Eastchester Needs Assessment was prepared by EBI based on a visual walkthrough of the Eastchester 
Project on December 17, 2025. The Eastchester Needs Assessment characterizes the Eastchester Project as being in 
overall good condition.  EBI recommends $200 in immediate repairs to provide handicapped-accessible parking 
designation on the paving at the Eastchester Project.  According to the Eastchester Needs Assessment, the remaining 
useful life of the Project is at least an additional 35 years.  EBI recommends the establishment of modified capital 
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reserves to cover repairs over the following 12 years in the amount of $18,460.92, as adjusted for inflation.  Such 
reserves represent $0.48 per square foot per year (inflated) and $0.44 per square foot per year (uninflated). 

Appraised Value

According to the Appraisal, the “as-is” appraised market value of the Project as of December 31, 2025 was 
$4,100,000.   

Summary of the Eastchester Lease 

The Eastchester Lease was assigned to the Trust.  The following is only a summary of some of the significant 
provisions of the Eastchester Lease and is qualified in its entirety by reference thereto.  If a prospective Holder would 
like to review copies of the Eastchester Lease, please notify the Trust Manager. 

Effective Date June 9, 2023 

Tenant Pinnacle Bank 

Rental Term Term commenced on June 9, 2023 and will expire on December 31, 2037. 

Extension Option The Tenant has the right to extend the term for two (2) successive five (5) year renewal 
terms.  Base rent for each year of the applicable renewal term is one hundred and two 
percent (102%) of the base rent for the immediately preceding lease year. 

Rent Term Annual Monthly

Year 1 $253,120.00 $21,093.33

Year 2 $257,929.28 $21,494.11

Year 3 $262,829.94 $21,902.49

Year 4 $267,823.71 $22,318.64

Year 5 $272,912.36 $22,742.70

Year 6 $278,097.69 $23,174.81

Year 7 $283,381.55 $23,615.13

Year 8 $288,765.80 $24,063.82

Year 9 $294,252.35 $24,521.03

Year 10 $299,843.14 $24,986.93

Year 11 $305,540.16 $25,461.68

Year 12 $311,345.42 $25,945.45

Year 13 $317,260.99 $26,438.42

Year 14 $323,288.94 $26,940.75

Year 15 (1/2 Year) $164,715.72 $27,452.62

Tenant Maintenance This is a NNN lease, so the Tenant maintains all of the interior and exterior of the 
premises, including structural issues.   

Trust Obligations The Trust is not required to make any repair, replacement, maintenance or other work 
whatsoever, or to maintain the premises in any way.  The Tenant expressly waives the 
right to make repairs or perform any maintenance at the expense of the Trust. 

Taxes The Tenant is obligated to pay all real estate taxes and assessments directly to the taxing 
authority. 

Insurance The Tenant is required to maintain (i) “special form” property insurance for full 
replacement cost of the building, including business income coverage, (ii) commercial 
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general liability insurance with limits of not less than $1,000,000.00 per occurrence and 
$2,000,000.00 in the aggregate, and (iii) Workers’ Compensation insurance as required 
by applicable law. 

Restoration If the premises or any portion thereof are damaged or destroyed by fire or other casualty, 
the Tenant is obligated to restore to the condition existing immediately prior to such 
damage, subject to certain termination rights if the damage exceeds 75% of replacement 
costs and occurs during the last year of the term or any renewal term. 

Alterations The Tenant may make non-structural alterations without the Trust’s consent.  However, 
the Tenant may not make any structural changes, or non-structural changes in excess of 
$300,000, without the Trust’s prior written consent 

Defaults The Tenant’s events of default include: (a) the Tenant’s failure to pay any rental 
payment that continues for 2 (two) business days following notice from landlord to that 
effect, or (b) the Tenant breaches any other agreement or obligation and fails to cure 
such breach within thirty (30) days after written notice thereof from the Trust (or a 
reasonable period of time up to 240 days if the cure is commenced and is diligently 
being pursued). 

Indemnifications The Tenant is required to indemnify the Trust against all claims, actions, damages, 
liability, and expense arising from the Tenant’s use or occupancy of the premises or any 
breach.  The Trust is required to indemnify the Tenant against all claims, actions, 
damages, liability and expense arising from the Trust’s gross negligence or intentional 
misconduct. 

ROFR The Tenant has a ROFR to purchase the premises if the Trust receives a bona fide third-
party offer; the Tenant has 20 days to elect to purchase on the same terms, followed by 
a 20-day negotiation period to finalize a purchase agreement.  This is a one-time right 
that is subordinate to any mortgage of the Trust and does not apply to foreclosure sales 
or portfolio sales of assets.

Map of Eastchester Project Area 
Source: Google Maps
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WESTCHESTER PROJECT 

Description of the Market 

The Westchester Project is located in Guilford County, North Carolina, within the Greensboro–High Point 
MSA.  The Greensboro–High Point MSA spans approximately 1,994 square miles and had a population of 
approximately 779,894 in 2023, representing a 0.61% increase from the previous year.  The median household income 
in the MSA is reported at $63,280, which is below the national median of $77,719, reflecting the area’s lower cost of 
living and economic structure.  The per capita income stands at $35,942, which is approximately 80% of the national 
average of $43,313. The region’s gross domestic product increased to $52.9 billion in 2023, up from $50.0 billion in 
2022, demonstrating a consistent long-term upward trend with steady growth over the past decade.  The unemployment 
rate in Greensboro–High Point was 4.10% in September 2025, lower than the previous month’s rate of 4.50%.  
According to CoStar, the Greensboro retail market has experienced negative net absorption over the past year, 
although quarterly absorption was positive in Q2 2025 and Q3 2025.  With negative net absorption in two of the past 
four quarters, net absorption in Greensboro has totaled -17,000 SF over the past year.  Rent growth in Greensboro has 
decelerated, with asking rents increasing 3.5% over the past 12 months, compared to annual rent growth of 4.0% a 
year ago.  The availability rate in Greensboro has risen to 3.6%.  Few new retail properties have broken ground over 
the past year, and the market’s construction pipeline has declined to just 190,000 SF, according to the Appraisal. 

Description of the Project 

Overview and Improvements

The Westchester Project includes an approximately 3,692 rentable square foot single-tenant, single-story 
commercial building located on approximately 1.13 acres of land in High Point, North Carolina.  The Westchester 
Project was completed in 1972. The Westchester Project contains approximately 43 parking spaces, including 0 
handicap spaces. 

The main building structure features concrete wall framing with cast-in-place concrete floor framing and 
open web steel joists supporting steel decking for the roof framing.  The foundation consists of concrete spread footing 
supporting a concrete slab-on-grade.  The building’s façade consists of painted stucco.  The windows are aluminum, 
fixed.  Canopies are located over the drive-thru lanes.  The retail, lobby, and office areas are finished with carpet and 
ceramic tile flooring, painted gypsum wallboard walls, and suspended acoustic tile ceilings.  The restrooms feature 
ceramic tile flooring, painted gypsum wallboard walls, and suspended acoustic tile ceilings.  The mechanical rooms 
feature exposed concrete floors, exposed structure walls, and suspended acoustic tile ceilings. 

Location 

The Westchester Project is located at 1813 Westchester Drive, High Point, North Carolina 27262. The City 
of High Point lies in north-central North Carolina within the Piedmont Triad region.  The Westchester Project is 
located in the South Atlantic Division, North Carolina, Greensboro-High Point, NC MSA. 

The neighborhood’s primary uses include residential and neighborhood-serving commercial uses that share 
similar physical characteristics and market influences.  The location offers good access via Westchester Drive and 
nearby arterial roads, with convenient connectivity throughout High Point and the broader Piedmont Triad.  Land use 
is primarily mature residential, supported by nearby retail/services and community facilities, with limited industrial 
influence. 

Environmental Conditions 

EBI did not identify any evidence of RECs, CRECs, de minimis conditions or BERs at the Westchester 
Project.  However, a BER was identified at the Westchester Project, relating to suspect asbestos-containing materials 
observed during the limited visual screening survey, for which EBI recommends additional sampling, removal, and 
disposal arrangements if there are construction or renovation activities at the Westchester Project. 
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Toxic Mold

EBI did not identify or note any obvious visual or olfactory indications of the presence of significant suspect 
microbial growth at the Westchester Project. 

Wind Zone

According to the Westchester Needs Assessment, the Westchester Project is located in Wind Zone III, which 
has a design wind speed of up to 200 miles per hour. 

Seismic Zone

According to the Westchester Needs Assessment, the Westchester Project is located within Seismic Hazard 
Zone I, which is defined as an area that possesses a maximum acceleration of 0.1g, with a low probability of damaging 
ground motion.  The Trust did not obtain earthquake insurance. 

Easements, Restrictions and Encroachments 

There may be utilities at the Westchester Project without the benefit of an express easement.  According to 
the Westchester Survey, (i) a fence appears to extend beyond the north boundary line of the subject land by as much 
as 2.3 feet, (ii) a fence meanders the eastern boundary line of the land, and (iii) utilities and appurtenances lie on and 
cross the land outside of known or recorded easements. 

Zoning

According to the Westchester Zoning Report, the Westchester Project’s use and improvements are legally 
conforming, and there are no zoning, building, or fire code violations on file with the municipality.  The Westchester 
Project is zoned as “GB” General Business within the Yadkin Pee-Dee Watershed Area and the Core City Area. 
According to the Westchester Zoning Report, the Westchester Project is legal conforming with parking, setbacks, 
height, site area, and density. 

Floodplain 

According to the Westchester Needs Assessment, which cites to the FEMA, the Westchester Project is located 
in Flood Zone X (unshaded), which is the zone with the lowest flood risk and defined as an area of the 0.2% annual 
chance of flood. 

Necessary Improvements and Repairs

The Westchester Needs Assessment was prepared by EBI based on a visual walkthrough of the Westchester 
Project on December 17, 2025. The Westchester Needs Assessment characterizes the Westchester Project as being in 
overall good condition.  EBI recommends $0 in immediate repairs at the Westchester Project.  According to the 
Westchester Needs Assessment, the remaining useful life of the Project is at least an additional 35 years.  EBI 
recommends the establishment of modified capital reserves to cover repairs over the following 12 years in the amount 
of $22,057.58, as adjusted for inflation.  Such reserves represent $0.57 per square foot per year (inflated) and $0.50 
per square foot per year (uninflated). 

Appraised Value

According to the Appraisal, the “as-is” appraised market value of the Project as of December 31, 2025 was
$1,470,000.   

Summary of the Westchester Lease 

The Westchester Lease was assigned to the Trust.  The following is only a summary of some of the significant 
provisions of the Westchester Lease and is qualified in its entirety by reference thereto.  If a prospective Holder would 
like to review copies of the Westchester Lease, please notify the Trust Manager.

Effective Date June 9, 2023
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Tenant Pinnacle Bank 

Rental Term Term commenced on June 9, 2023 and will expire on December 31, 2037. 

Extension Option Tenant has the right to extend the term for two (2) successive five (5) year renewal 
terms.  Base rent for each year of the applicable renewal term is one hundred and two 
percent (102%) of the base rent for the immediately preceding lease year. 

Rent Term Annual Monthly

Year 1 $90,664.00 $7,555.33

Year 2 $92,386.62 $7,698.88

Year 3 $94,141.96 $7,845.16

Year 4 $95,930.66 $7,994.22

Year 5 $97,753.34 $8,146.11

Year 6 $99,610.65 $8,300.89

Year 7 $101,503.26 $8,458.60

Year 8 $103,431.82 $8,619.32

Year 9 $105,397.02 $8,783.09

Year 10 $107,399.57 $8,949.96

Year 11 $109,440.16 $9,120.01

Year 12 $111,519.52 $9,293.29

Year 13 $113,638.39 $9,469.87

Year 14 $115,797.52 $9,649.79

Year 15 (1/2 Year) $58,998.84 $9,833.14

Tenant Maintenance This is a NNN lease, so the Tenant maintains all of the interior and exterior of the 
premises, including structural issues.   

Trust Obligations The Trust is not required to make any repair, replacement, maintenance or other work 
whatsoever, or to maintain the premises in any way.  The Tenant expressly waives the 
right to make repairs or perform any maintenance at the expense of the Trust. 

Taxes The Tenant is obligated to pay all real estate taxes and assessments directly to the taxing 
authority. 

Insurance The Tenant is required to maintain (i) “special form” property insurance for full 
replacement cost of the building, including business income coverage, (ii) commercial 
general liability insurance with limits of not less than $1,000,000.00 per occurrence and 
$2,000,000.00 in the aggregate, and (iii) Workers’ Compensation insurance as required 
by applicable law. 

Restoration If the premises or any portion thereof is damaged or destroyed by fire or other casualty, 
the Tenant is obligated to restore the premises to the condition existing immediately 
prior to such damage, subject to certain termination rights if the damage exceeds 75% 
of replacement costs and occurs during the last year of the term or any renewal term. 

Alterations The Tenant may make non-structural alterations without the Trust’s consent.  However, 
the Tenant may not make any structural changes, or non-structural changes in excess of 
$300,000, without the Trust’s prior written consent. 

Defaults The Tenant’s events of default include: (a) the Tenant’s failure to pay any rental 
payment that continues for 2 (two) business days following notice from the Trust to that 
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effect, or (b) the Tenant breaches any other agreement or obligation and fails to cure 
such breach within thirty (30) days after written notice thereof from the Trust (or a 
reasonable period of time up to 240 days if the cure is commenced and is diligently 
being pursued). 

Indemnifications The Tenant is required to indemnify the Trust against all claims, actions, damages, 
liability, and expense arising from the Tenant’s use or occupancy of the premises or any 
breach.  The Trust is required to indemnify the Tenant against all claims, actions, 
damages, liability and expense arising from the Trust’s gross negligence or intentional 
misconduct. 

ROFR The Tenant has a ROFR to purchase the premises if the Trust receives a bona fide third-
party offer; the Tenant has 20 days to elect to purchase on the same terms, followed by 
a 20-day negotiation period to finalize a purchase agreement.  This is a one-time right 
that is subordinate to any mortgage of the Trust and does not apply to foreclosure sales 
or portfolio sales of assets.

Map of Westchester Project Area 
Source: Google Maps
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THOMASVILLE PROJECT 

Description of the Market 

The Thomasville Project is located in Davidson County, North Carolina, within the Winston-Salem MSA.  
The Winston-Salem MSA spans approximately 1,893 square miles and had a population of approximately 552,000 in 
2025, representing a 1.28% increase from the previous year.  The median household income in the MSA is reported 
at $59,189, which is below the national median of $70,804, reflecting the area’s lower cost of living and economic 
structure.  The per capita income stands at $36,463, which is approximately 90% of the national average of $40,414. 
The region’s gross domestic product increased to $44.75 billion in 2023, up from $41.61 billion in 2022, demonstrating 
a consistent long-term upward trend with steady growth over the past decade.  The unemployment rate in Winston-
Salem was 4.20% in November 2025, higher than the previous month’s rate of 3.80%.  According to CoStar, the 
Winston-Salem retail market has a vacancy rate of 2.9% as of the fourth quarter of 2025. Over the past year, the 
market’s vacancy rate has changed by 0.3%, a result of 130,000 SF of net delivered space and -7,900 SF of net 
absorption.  Winston-Salem’s vacancy rate of 2.9% compares favorably to the market’s five-year average of 3.1% and 
the 10-year average of 3.4%.  Market rents in Winston-Salem are $17.60/SF, and rents have changed by 1.7% year 
over year, compared to a change of 2.0% nationally.  The five-year average annual rent growth is 4.3% and 10-year 
average annual rent growth is 3.5%, according to the Appraisal.

Description of the Project 

Overview and Improvements

The Thomasville Project includes an approximately 7,906 rentable square foot single-tenant, three-story 
commercial building located on approximately 2.00 acres of land in Thomasville, North Carolina.  The Thomasville 
Project was completed in 1992. The Thomasville Project contains approximately 53 parking spaces, including 4 
handicap spaces. 

The main building structure features wood stud wall framing with wood joists supporting lightweight 
concrete on plywood sheathing for floor framing and wood joists supporting plywood sheathing for roof framing.  The 
foundation consists of concrete spread footing supporting a concrete slab-on-grade.  The building’s façade consists of 
brick masonry veneer.  The windows are aluminum, double-hung.  A canopy is located over the drive-thru lanes.  The 
retail, lobby, office, and stair areas are finished with carpet and ceramic tile flooring, painted gypsum wallboard walls, 
and suspended acoustic tile ceilings.  The restrooms feature ceramic tile flooring, painted gypsum wallboard walls, 
and suspended acoustic tile ceilings.  The mechanical rooms feature exposed concrete floors, exposed structure walls, 
and suspended acoustic tile ceilings. 

Location 

The Thomasville Project is located at 831 Julian Avenue, Thomasville, North Carolina 27360. The City of 
Thomasville lies in north-central North Carolina within the Piedmont Triad region.  The Thomasville Project is located 
in the South Atlantic Division, North Carolina, Winston-Salem, NC MSA. 

The Thomasville Project has nearby established residential areas and neighborhood-serving commercial 
corridors.  Properties in this area share similar physical characteristics, land use influences, and market appeal.  The 
location offers good accessibility via local roadways connecting Thomasville’s primary corridors and providing 
convenient regional connectivity to High Point, Lexington, and Greensboro.  Land use in the area is predominantly 
mature and stable, consisting mainly of established residential development supported by nearby retail, services, and 
community facilities, with limited industrial influence. 
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Environmental Conditions

EBI did not identify any evidence of RECs, CRECs, HRECs, de minimis conditions or BERs at the 
Thomasville Project. 

Toxic Mold

EBI did not identify or note any obvious visual or olfactory indications of the presence of significant suspect 
microbial growth at the Thomasville Project.  

Wind Zone

According to the Thomasville Needs Assessment, the Thomasville Project is located in Wind Zone III, which 
has a design wind speed of up to 200 miles per hour. 

Seismic Zone

According to the Thomasville Needs Assessment, the Thomasville Project is located within Seismic Hazard 
Zone I, which is defined as an area that possesses a maximum acceleration of 0.1g, with a low probability of damaging 
ground motion.  The Trust did not obtain earthquake insurance. 

Easements, Restrictions and Encroachments 

The Thomasville Project is subject to restrictive covenants, easements shown on the recorded plat, and a 
reservation of easement.  There may be utilities at the Thomasville Project without the benefit of an express easement.  
According to the Thomasville Survey, there were no observed encroachments. 

Zoning 

According to the Thomasville Zoning Report, the Thomasville Project’s use and improvements are legally 
conforming, and there are no zoning, building, or fire code violations on file with the municipality.  The Thomasville 
Project is zoned as “C-3” General Commercial District and lies within the Adult Oriented Business Overlay District.  
According to the Thomasville Zoning Report, the Thomasville Project is legal conforming with parking, setbacks, 
height, site area, and density. 

Floodplain

According to the Thomasville Needs Assessment, which cites to the FEMA, the Thomasville Project is 
located in Flood Zone X (unshaded), which is the zone with the lowest flood risk and defined as an area of the 0.2% 
annual chance of flood.

Necessary Improvements and Repairs

The Thomasville Needs Assessment was prepared by EBI based on a visual walkthrough of the Thomasville 
Project on December 17, 2025. The Thomasville Needs Assessment characterizes the Thomasville Project as being in 
overall good condition.  EBI recommends $0 in immediate repairs at the Thomasville Project.  According to the 
Thomasville Needs Assessment, the remaining useful life of the Project is at least an additional 35 years.  EBI 
recommends the establishment of modified capital reserves to cover repairs over the following 12 years in the amount 
of $27,657.28, as adjusted for inflation.  Such reserves represent $0.26 per square foot per year (inflated) and $0.23 
per square foot per year (uninflated). 

Appraised Value

According to the Appraisal, the “as-is” appraised market value of the Project as of December 31, 2025 was 
$3,270,000.   
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Summary of the Thomasville Lease 

The Thomasville Lease was assigned to the Trust.  The following is only a summary of some of the significant 
provisions of the Thomasville Lease and is qualified in its entirety by reference thereto.  If a prospective Holder would 
like to review copies of the Thomasville Lease, please notify the Trust Manager.

Effective Date April 21, 2023 

Tenant Pinnacle Bank 

Rental Term Term commenced on April 21, 2023 and will expire on October 31, 2037. 

Extension Option The Tenant has the right to extend the term for two (2) successive five (5) year renewal 
terms.  Base rent for each year of the applicable renewal term is one hundred and two 
percent (102%) of the base rent for the immediately preceding lease year. 

Rent Term Annual Monthly

Year 1 $201,600.00 $16,800.00

Year 2 $205,430.40 $17,119.20

Year 3 $209,333.58 $17,444.46

Year 4 $213,310.92 $17,775.91

Year 5 $217,363.82 $18,113.65

Year 6 $221,493.74 $18,457.81

Year 7 $225,702.12 $18,808.51

Year 8 $229,990.46 $19,165.87

Year 9 $234,360.28 $19,530.02

Year 10 $238,813.12 $19,901.09

Year 11 $243,350.57 $20,279.21

Year 12 $247,974.23 $20,664.52

Year 13 $252,685.74 $21,057.15

Year 14 $257,486.77 $21,457.23

Year 15 (1/2 Year) $131,189.51 $21,864.92

Tenant Maintenance This is a NNN lease, so the Tenant maintains all of the interior and exterior of the 
premises, including structural issues.  The Trust is responsible for repairing damage 
caused by its own fault or negligence. 

Trust Obligations The Trust is not required to make any repair, replacement, maintenance or other work 
whatsoever, or to maintain the premises in any way.  The Tenant expressly waives the 
right to make repairs or perform any maintenance at the expense of the Trust. 

Taxes The Tenant is obligated to pay all real estate taxes and assessments directly to the taxing 
authority. 

Insurance The Tenant is required to maintain (i) “special form” property insurance for full 
replacement cost of the building, including business income coverage, (ii) commercial 
general liability insurance with limits of not less than $1,000,000.00 per occurrence and 
$2,000,000.00 in the aggregate, and (iii) Workers’ Compensation insurance as required 
by applicable law. 

Restoration If the premises or any portion thereof is damaged or destroyed by fire or other casualty, 
the Tenant is obligated to restore to the condition existing immediately prior to such 
damage, subject to certain termination rights if the damage exceeds 75% of replacement 
costs and occurs during the last year of the term or any renewal term.
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Alterations The Tenant may make non-structural alterations without the Trust’s consent.  However, 
the Tenant may not make any structural changes or non-structural changes in excess of 
$300,000, without the Trust’s prior written consent. 

Defaults The Tenant’s events of default include: (a) the Tenant’s failure to pay any rental 
payment that continues for 2 (two) business days following notice from the Trust to that 
effect, or (b) the Tenant breaches any other agreement or obligation and fails to cure 
such breach within thirty (30) days after written notice thereof from the Trust (or a 
reasonable period of time up to 240 days if the cure is commenced and is diligently 
being pursued). 

Indemnifications The Tenant is required to indemnify the Trust against all claims, actions, damages, 
liability, and expense arising from the Tenant’s use or occupancy of the premises or any 
breach.  The Trust is required to indemnify the Tenant against all claims, actions, 
damages, liability and expense arising from the Trust’s gross negligence or intentional 
misconduct. 

ROFR The Tenant has a ROFR to purchase the premises if the Trust receives a bona fide third-
party offer; the Tenant has 20 days to elect to purchase on the same terms, followed by 
a 20-day negotiation period to finalize a purchase agreement.  This is a one-time right 
that is subordinate to any mortgage of the Trust and does not apply to foreclosure sales 
or portfolio sales of assets.

Map of Thomasville Project Area 
Source: Google Maps
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ACQUISITION TERMS 

Acquisition of the Projects

Purchase of the Projects.  The Depositor deposited into the Trust (i) the Acquisition Agreements and (ii) 
$8,854,934 for the acquisition of the Projects plus $8,249 in Trust Reserves in exchange received all of the Class B 
beneficial interests in the Trust.  The Trust purchased the Projects from the Sellers.   

As-Is Purchase of the Projects.  The Trust acquired the Projects with only limited representations and 
warranties from the Sellers, including with respect to environmental matters, the existence of hazardous materials or 
matters affecting the condition, use or ownership of the Projects.  The Trust will sell Interests to the Holders “as is” 
with no representations or warranties, including with respect to environmental matters, the existence of hazardous 
materials or other matters affecting the condition, use and ownership of the Projects.  As a result, if defects in the 
Projects or matters adversely affecting the Projects are discovered, the Holders may not be able to pursue a claim for 
any or all of their damages against the Sellers, the Depositor or the Trust. 

Acquisition of the Interests

Purchase of Interests by the Holders; Redemption of Class B Beneficial Interests.  Proceeds from the 
Offering will be used to redeem, on a one-for-one basis, the Class B beneficial interests held by the Depositor.  If the 
Maximum Offering Amount is raised, the Trust will redeem all of the Class B beneficial interests held by the Depositor 
for $11,618,000.  The Depositor is also responsible for paying certain costs and expenses related to the acquisition of 
the Projects and the Offering.  If the Maximum Offering Amount is not raised, any Class B beneficial interests that 
remain outstanding will be converted to Interests. 

Closing Arrangements.  Each prospective Holder will be required to return to the Trust a Purchaser 
Questionnaire (attached as Exhibit A), Purchase Agreement (attached as Exhibit B) and signature to the Trust 
Agreement (attached as Exhibit C).  Prospective Holders may be accepted or rejected by the Trust at any time within 
30 days of receipt of the foregoing documents.  Funds for the purchase of Interests will be deposited with the Trust 
upon acceptance of the prospective Holder by the Trust. 

No purchase requests for Interests will be closed unless and until the effective date of the Conversion Notice.  
Prospective Holders who are subject to the Lender’s approval, if any, may be accepted or rejected by the Lender at 
any time before the close of the purchase.  There can be no assurances that the Lender will approve any such 
prospective Holder in a timely manner or at all.  Prospective Holders cannot acquire Interests if the Trust does not 
approve such purchase.  If approved by the Trust, the Holder must deliver the full amount of the purchase price at the 
close of the purchase of the Interests and satisfy certain other closing conditions set forth in the Purchase Agreement. 

All funds for the purchase of an Interest will be transferred to the Trust.  Within a reasonable time after 
closing the purchase of the Interests by a Holder, a confirmation statement reflecting the Interests purchased will be 
delivered to each Holder.  See “Plan of Distribution.” 
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FINANCING TERMS

The following is a summary of some of the material terms of the Loan.  Potential Holders should review the 
Loan Documents in their entirety. 

Leverage

The Trust obtained a loan to acquire the Projects in the original principal amount of $8,855,000 from the 
Lender.  The Projects are leveraged with a loan-to-purchase price ratio of approximately 43.27% ($8,855,000 ÷ 
$20,465,561 ($20,473,810 gross price minus $8,249 in Trust Reserves, based on the purchase price for the Interests 
paid by the Holders)).  The loan-to-purchase price ratio is approximately 43.25% if the reserves are included in the 
Holder purchase price ($8,855,000 ÷ $20,473,810).  The loan-to-cost ratio is approximately 50.00% ($8,855,000 ÷ 
$17,709,934) based on the purchase price of the Projects pursuant to the Acquisition Agreements.   

Interest Rate

The Loan bears interest at an initial fixed rate equal to 5.75% per annum. 

Loan Term

The Loan is interest only for the initial 5-year term with a balloon payment at maturity.  The Loan has a 
maturity date of February 2031.  However, the Loan will automatically extend for 2 two-year periods unless the Loan 
is in default at the time of the automatic extension. The interest rate at the end of the 5-year term and 7-year term, as 
applicable, will automatically reset to the 2-year United States treasury rate as of the end of the term plus 200 basis 
points, but not less than 5.75% per annum.  In addition, if the Loan is still outstanding at the end to the initial 5-year 
term and at the end of the 7-year term (the five-year term plus the initial 2-year extension) the DST will be obligated 
to pay an additional amount to the Lender equal to 20 basis points (0.20%) of the outstanding principal balance of the 
Loan at such times.  The Lender has provided individual release prices for the Projects in the event less than all of the 
Projects are sold at one time  The Loan may be prepaid at any time but is subject to a prepayment penalty of (i) 3% of 
the amount prepaid if the payment occurs during the first year of the Loan term, (ii) 2% of the amount prepaid if the 
payment occurs during the second year of the Loan term, (iii) 1% of the amount prepaid if the payment occurs during 
the third or fourth year of the Loan term, and (iv) 0.5% of the amount prepaid if the payment occurs during the fifth 
year of the Loan term, but there is no prepayment penalty if the payment occurs during the last 3 months of the Loan 
term.  

Events of Default 

The occurrence of any of the following are events of default under the Loan: (i) the Trust fails to make any 
payment of principal, and/or interest, and/or real estate taxes and insurance escrow, as applicable, due to Lender under 
the Loan Documents when such payment is due and payable, whether at maturity or by acceleration or otherwise; (ii) 
except as otherwise specifically provided for in the Loan Documents, the Trust fails to observe or perform any of the 
covenants or agreements on its part to be observed and performed under the Loan Documents within 30 days after 
written notice from Lender of such non-compliance; (iii) any representation or warranty under any Loan document is 
untrue in any material respect when made; (iv) any event of default under any of the Loan Documents; (v) the Trust 
applies for or consents to the appointment of a receiver, trustee or liquidator of itself, or any of its property, admit in 
writing its inability to pay its debts as they mature, make a general assignment for the benefit of creditors, be 
adjudicated a bankrupt, insolvent or file a voluntary petition in bankruptcy, or a petition or an answer seeking 
reorganization or an arrangement with creditors or to take advantage of any bankruptcy, reorganization, insolvency, 
readjustment of debt, dissolution or liquidation law or statute, or an answer admitting the material allegations of a 
petition filed against it in any proceeding under any such law, or if action is taken by the Trust for the purpose of 
effecting any of the forgoing; (vi) any order, judgment or decree is entered by any court of competent jurisdiction, 
approving a petition seeking reorganization of the Trust or of all or substantial part of the assets of the Trust, or 
appointing a receiver, sequestrator, trustee or liquidator of the Trust or any of its property, and such order, judgment 
or decree is not dismissed within 60 days; or (vii) except as is otherwise specifically provided in the Loan Documents, 
any change in the ownership of the Projects or the equity ownership of the Trust without the prior written consent of 
the Lender, which consent will not be unreasonably withheld, conditioned or delayed. 
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Restrictions on Transfer

The Loan Documents require that the Trust notify Lender if any individual (not an entity) at any time owns 
20% or more of the Interests. 

Reserves

The Lender did not require any reserves at the time that the Loan was funded. 

Nonrecourse Loan

The Loan is nonrecourse to the Trust.  The Guarantor, a principal of the Trust Manager, entered into an 
indemnification agreement for certain nonrecourse carve-outs. 

Collateral for Loan

The Projects are collateral for the Loan. 
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BUSINESS PLAN

The ownership objectives of the Trust are to (i) distribute to the Holders rent, after payment of debt service 
and expenses, at levels beginning at 5.25%, increasing up to 5.475% for the first 5 years of ownership, and ranging 
from approximately 4.26% to 4.61% thereafter through the 9th year of ownership, (ii) preserve the capital of the 
Holders and (iii) prepare the Projects to be sold within 9 years. 

The Trust may only sell the Projects 2 years following the Offering Termination Date if the Trust Manager 
determines that it is appropriate to do so; provided, however, the Trust may sell the Projects before 2 years if the Trust 
Manager has made a determination, in its sole discretion, that an event has occurred which could significantly and 
adversely affect the Projects, including, but not limited to, condemnation or casualty, which was not contemplated at 
the time the Trust acquired the Projects. The Trust will expire on the Trust Termination Date. The Trust must dissolve 
upon a Transfer Distribution. A “Transfer Distribution” will occur if the Trust Manager makes a determination, in 
writing, that dissolution of the Trust is necessary and appropriate because one of the following occurs: (i) a Tenant 
has failed to timely pay rent due under its Lease after expiration of the applicable notice and cure periods in the Lease 
(and the Trust is prohibited from taking actions that would remedy the situation), (ii) the Projects are in jeopardy of 
being lost due to a default under the Loan (and the Trust is prohibited from taking actions that would remedy the 
situation), (iii) a Tenant files for bankruptcy, seeks appointment of a receiver, makes an assignment for the benefit of 
its creditors or there occurs any similar event, (iv) all or any portion of the Projects becomes subject to a casualty, 
condemnation or similar event or (v) the Trust Manager determines it is necessary to take a Prohibited Action (as 
defined below) in order to avoid the loss or potential loss of all or a portion of the Trust Estate or its value. 

Projects Operation

It is anticipated that the Trust will own and lease the Projects to the Tenants for up to 9 years.  See “Summary 
of the Leases.”   

Pursuant to the terms of the Trust Agreement, the Trust may not take any of the following actions 
(collectively, the “Prohibited Actions”):  (i) sell, transfer or exchange a Project except as required or permitted under 
the Trust Agreement, (ii) invest or reinvest any cash held by the Trust (including reserves) in anything other than 
short-term obligations maturing prior to the next distribution date, and held to maturity, of, or guaranteed by, the 
United States or any agency or instrumentality thereof, and certificates of deposit or interest-bearing bank accounts 
with a bank or trust company having a minimum stated capital and surplus of $100,000,000, (iii) reinvest any monies 
of the Trust except to make minor nonstructural modifications or repairs to a Project as permitted under the Trust 
Agreement, (iv) reinvest the proceeds from the sale of a Project, (v) renegotiate or refinance the Loan, except in the 
case of a Tenant’s bankruptcy or insolvency, (vi) renegotiate, alter or extend any of the Leases, or enter into a new 
lease, except in the case of a Tenant’s bankruptcy or insolvency, (vii) make any modifications to the Projects other 
than minor nonstructural modifications or as required by law, (viii) accept any capital contributions from any owner 
or other person (other than from the sale of the Interests which amounts are distributed to the Depositor) or (ix) take 
any other action that would, in the opinion of tax counsel, cause the Trust to be treated as a business entity for federal 
income tax purposes, if the effect of the action would be to create a power under the Trust Agreement to “vary the 
investment of the certificate holders” under Treasury Regulations Section 301.7701-4(c)(1) and the Revenue Ruling. 

Sale of the Projects and Termination of the Trust

The Trust will terminate and dissolve, and distribute all of its assets to the Holders, in accordance with the 
Trust Agreement on the first to occur of (i) the Trust Termination Date, (ii) a Transfer Distribution or (iii) the sale of 
the Projects.  In the event that the Trust Manager determines that the dissolution of the Trust is necessary and 
appropriate because of a Transfer Distribution, the Trust Manager will transfer title to the Projects (or convert the 
Trust) to the Springing LLC, which will be owned by the Holders at the time of conversion and will be managed by 
the Trust Manager or its Affiliate.  If the Trust transfers the Projects (or converts the Trust) to the Springing LLC, the 
Holders will lose the ability to participate in a Code Section 1031 exchange upon the sale or other disposition of the 
Projects. 
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PLAN OF DISTRIBUTION

Rule 506(c)

The Offering is being made in reliance on Rule 506(c) of Regulation D promulgated under the Securities 
Act.  The Trust intends to engage in general advertisement for the sale of the Interests.  As a result, all Holders of 
Interests must be Accredited Investors, as defined in Regulation D.  Prospective Holders will be required to provide 
sufficient financial information to the Trust, the Managing Broker-Dealer and/or the applicable registered broker-
dealer or registered investment advisor so that the Trust can verify that the prospective Holder is an Accredited 
Investor.  In the event that the Trust is relying on a certification from a registered broker-dealer or registered investment 
advisor that a prospective Holder is an Accredited Investor, the registered broker-dealer or registered investment 
advisor must have made their determination of Accredited Investor status within 3 months of the date that the 
prospective Holder acquires an Interest. 

General Description

The Interests are Class A Beneficial Interests in the Trust.  If a prospective Holder elects to purchase Interests 
and the Trust accepts the purchase, it will become a Holder in the Trust upon payment in full of the purchase price.  
The Holders have no voting rights, including with respect to whether or not the Projects are sold and the Trust Manager 
will have sole authority to make decisions for the Trust.  The sole right of the Holders will be to receive distributions 
from the Trust if, as and when made as provided under the Trust Agreement and permitted under the Loan Documents.  
See “Summary of the Trust Agreement.” 

The Trust is offering 11,618 Interests at $1,000 per Interest, which represents all of the beneficial interests in 
the Trust.  Each purchaser must purchase a minimum of 50 Interests in the Trust (representing an approximate 
0.43037% interest in the Projects) for a purchase price of $50,000 (the purchase of 50 Interests also includes an 
allocation of 0.43037% of the Loan ($38,108.97)), except that the Trust may, in its sole discretion, permit certain 
Holders to make a smaller investment.  The Offering Proceeds will be used to redeem, on a one-for-one basis, all of 
the Class B beneficial interests held by the Depositor.  There can be no more than 480 Holders. 

The Trust intends to continue the Offering until the Offering Termination Date. 

Qualifications of Prospective Holders

The Interests are being offered only to Accredited Investors who can represent that they meet the Purchaser 
Suitability Requirements described under “Who May Invest” and may be purchased only by prospective Holders who 
satisfy such suitability requirements. 

Sale of Interests

Prospective Holders must adhere to the closing arrangements summarized under “Acquisition Terms” in this 
Memorandum and set forth in full in the Purchase Agreement (attached hereto as Exhibit B).  The Trust reserves the 
right to refuse to sell Interests to any person, in its sole discretion, and may terminate the Offering at any time. 

The Offering and Ownership of the Trust

The Depositor assigned the Acquisition Agreements to the Trust, and deposited $8,854,934 for the acquisition 
of the Projects plus $8,249 in Trust Reserves into the Trust in exchange for all of the Class B beneficial interests in 
the Trust.  It is anticipated that the Trust will be a passive owner of the Projects.  If less than the Maximum Offering 
Amount is sold in the Offering, any Class B beneficial interests held by the Depositor on the Offering Termination 
Date will be converted to Interests.  See “Estimated Use of Proceeds.” 

Marketing of Interests

Offers and sales of the Interests will be made on a “best efforts” basis by the Selling Group Members who 
are members of FINRA.  Chauner Securities, Inc., an Illinois corporation and a member of FINRA, will act as the 
Managing Broker-Dealer and will receive Selling Commissions in an amount up to 5% of the purchase price of the 
Interests sold by the Selling Group Members (combined with all other sales of Interests, the “Total Sales”), which it 
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will reallow to the Selling Group Members; provided, however, that this amount will be reduced in the event a lower 
commission rate is requested by a Selling Group Member and the commission rate will be the lower agreed upon rate.  
As a result, certain Holders may acquire Interests net of some or all of the Selling Commissions.  The Managing 
Broker-Dealer will also receive a nonaccountable marketing and due diligence allowance in an amount up to 1% of 
the Total Sales, which will be reallowed to the Selling Group Members.  The Managing Broker-Dealer will also 
receive a managing broker-dealer fee in an amount equal to 1% of the Total Sales, a portion of which may be reallowed 
to Selling Group Members.  The Managing Broker-Dealer may sell Interests as a Selling Group Member, thereby 
becoming entitled to Selling Commissions.  The Managing Broker-Dealer will also receive a wholesaler fee in an 
amount up to 1% of the Total Sales a portion of which it may reallow, in whole or in part, to certain wholesalers, some 
of which are internal to Affiliates of the Trust Manager; provided, however, that this amount will be reduced to zero 
in the event a sale is made without the participation of a wholesaler.  As a result, certain Holders may acquire Interests 
net of the wholesaler fee.  The total aggregate amount of Selling Commissions, allowances, expense reimbursements 
and placement fees (the “Selling Commissions and Expenses”) will not exceed 8% of the Total Sales.  The Depositor 
will be responsible for paying all of the Selling Commissions and Expenses.  For purposes of calculating the Total 
Sales, each Interest will be deemed to have a sales price of $1,000, and any discount provided to a Holder will be 
disregarded. 

The Trust, in its discretion, may accept purchases of Interests at a lower price from Holders purchasing 
through a registered investment advisor or from Holders who are Affiliates of the Depositor or otherwise in its sole 
discretion.  

The Managing Broker-Dealer and the Selling Group Members may be deemed “underwriters” as that term is 
defined in the Securities Act.  The Managing Broker-Dealer Agreement between the Trust and the Managing Broker-
Dealer and the soliciting dealer agreements (the “Selling Agreements”) between the Managing Broker-Dealer and the 
Selling Group Members for the sale of the Interests contain some provisions for indemnity by the Depositor with 
respect to liabilities, including certain civil liabilities under the Securities Act, which may arise from the use of this 
Memorandum in connection with the Offering.  Insofar as indemnification for liabilities arising under the Securities 
Act may be permitted to directors, officers or controlling persons of the Trust pursuant to the foregoing provisions, or 
otherwise, the Trust has been advised that, in the opinion of the SEC, such indemnification is against public policy as 
expressed in the Securities Act and is therefore unenforceable.  Further limitations on indemnification are provided in 
the Managing Broker-Dealer Agreement and the Selling Agreements for the Offering, copies of which may be 
obtained by written request to the Trust. 

Selling Group Members will be required to execute a Selling Agreement with the Managing Broker-Dealer 
after the effective date of this Memorandum.  The Selling Agreement contains cross-indemnity provisions with respect 
to certain liabilities, including liabilities under the Securities Act. 

The Trust will obtain representations from the Managing Broker-Dealer and the Selling Group Members that 
the applicable party is not a “bad actor” as that term is defined in Rule 506(d) of Regulation D.  In the event that a 
statutory “bad actor” participates in the Offering, the Trust may lose its exemption from registration of the Interests. 

Inquiries about purchases should be directed to the Trust Manager whose mailing address is c/o ARCTRUST 
Exchange ST LLC, 1255 Broad Street, Suite 250, Clifton, New Jersey 07013, and the telephone number is (973) 249-
1000. 

Sales Materials

Other than this Memorandum and factual summaries and sales brochures of the Offering prepared by the 
Trust, no other material will be used in the Offering. 

The Trust, the Depositor, the Trust Manager and their Affiliates may also respond to specific questions from 
broker-dealers and prospective Holders.  Information relating to the Offering may be made available to broker-dealers 
for their internal use.  However, the Offering is made only by means of this Memorandum.  Except as described herein, 
the Trust has not authorized the use of other sales materials in connection with the Offering.  The information in such 
material does not purport to be complete and should not be considered a part of this Memorandum, or as incorporated 
in this Memorandum by reference or as forming the basis of the Offering. 
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No broker-dealer, salesperson or other person has been authorized to give any information or to make any 
representations other than those contained in this Memorandum or in any sales literature issued by the Trust and, if 
given or made, such information or representations must not be relied upon. 

Limitation of Offering

The offer and sale of the Interests are being made in reliance on exemptions from the Securities Act and state 
securities laws.  Accordingly, distribution of this Memorandum has been strictly limited to persons satisfying the 
Purchaser Suitability Requirements described herein, and this Memorandum does not constitute an offer to sell or a 
solicitation of an offer to buy with respect to any person not satisfying those requirements. 

Issuance of Certificates Representing the Interests

Certificates representing the Interests will be issued in registered form and delivered to, and registered in the 
name of, each Holder who has executed a Purchase Agreement, executed a signature page of the Trust Agreement for 
Class A owners of the Trust, and contributed its purchase price in full. 
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THE DEPOSITOR, THE TRUST MANAGER AND THEIR AFFILIATES

ARCTRUST Exchange Holdings LLC is the Depositor.  ARCTRUST Holding Partners LLC, a Delaware 
limited liability company, is the sole member of the Depositor.  The Depositor was formed as a Delaware limited 
liability company as of January 20, 2026. 

ARCTRUST Exchange ST LLC is the Trust Manager of the Trust.  ARCTRUST Capital Partners LLC is the 
sole member of the Trust Manager.  The Trust Manager was formed as a Delaware limited liability company as of 
January 20, 2026.  ARCTRUST Capital Partners LLC was formed on October 15, 2014. 

ARCTRUST Capital Partners LLC, an Affiliate of ARCTRUST Properties, Inc., together with its Affiliates, 
is a vertically integrated real estate company (the “ARCTRUST Group of Companies”) that since 1985 has been 
involved in the development, acquisition, and joint-venture funding of over 500 properties with an aggregate value of 
more than $5 billion.  The ARCTRUST Group of Companies and its principals have won numerous awards for their 
work in the real estate industry, including, but not limited to, the International Council of Shopping Centers (ICSC) 
Award for the Adaption and Reuse of Historic Buildings, the prestigious Phoenix Award given by the United States 
Environment Protection Agency for the redevelopment of contaminated sites into commercial developments, the Best 
Mixed-Use Project Award by the New Jersey Builders Association, a Globe Street Award for its Opportunity Zone 
Fund and was a finalist for the Ernst & Young Entrepreneur of the Year.

Another Affiliate of ARCTRUST Capital Partners, LLC, ARCTRUST Capital Advisors, L.P., a New Jersey 
limited partnership (“ACA”) formed in 2009, acts as an advisor to ARCTRUST III, Inc. and ARCTRUST, Inc., and 
future real estate investment trusts included on the ARCTRUST Group of Companies Platform (each, an 
“ARCTRUST REIT”), each real estate investment trusts that develop and acquire real estate properties and have 
raised, collectively, more than $350,000,000 in gross offering proceeds and over their operating lives have invested 
in excess of 200 real estate and real estate-related investments with an aggregate value exceeding $850,000,000.  
ARCTRUST, Inc., completed its capital-raising phase having assembled a diversified portfolio of over 130 
investments and is currently in an orderly liquidation phase.  The liquidation of ARCTRUST, Inc. is being conducted 
pursuant to a board-approved plan focused on asset monetization, debt repayment, and the systematic return of capital 
and proceeds to stockholders, reflecting the natural conclusion of its lifecycle rather than any operational distress.  In 
contrast, ARCTRUST III, Inc. remains an active REIT focused on the development and acquisition of commercial 
real estate assets across multiple property types.  From 1993 to 2008, ACA was also the advisor to ARC Corporate 
Realty Trust, Inc., a publicly registered, non-listed real estate investment trust that specialized in the acquisition of net 
lease properties. 

As part of its ongoing evolution, the ARCTRUST Group of Companies anticipates continuing to provide a 
REIT platform to serve as a potential contribution vehicle for stabilized properties held in Delaware statutory trusts 
and other sponsor-controlled entities, including the Trust.  This strategy is designed to provide flexibility in pursuing 
tax-deferred liquidity alternatives for investors, while aligning asset aggregation, portfolio scale, and long-term capital 
formation across affiliated vehicles.  ARCTRUST has an option to cause an ARCTRUST REIT to acquire the Interests 
from the Holders, which may be used towards the Trust’s exit strategy, in which case the Holders will receive 
ownership interest in such ARCTRUST REIT.  There is no obligation of ARCTRUST to exercise such option. 

Key Personnel Associated with ARCTRUST Group of Companies include: 

Gary S. Baumann, Esq., Chief Executive Officer of ARCTRUST Group of Companies.  Mr. Baumann 
is an attorney admitted to practice law in New Jersey and retired from practice in New York. He practiced law at the 
nationally recognized firm of Lowenstein Sandler, LLP and the international construction law firm of Peckar and 
Abramson, P.C. Mr. Baumann has been with the ARCTRUST Group of Companies since 2005 and together with his 
prior experience has served the real estate development, finance and investment sectors through fund creation, strategic 
capital planning, transaction structuring, capital raising, entitlement, construction, and project delivery.  Mr. Baumann 
is currently Chairman of ARCTRUST III, Inc., an affiliate-sponsored private non-traded REIT overseeing 
approximately $300 million in investments focused on ground up development, value-add opportunities and debt 
financings made through preferred equity investments, joint ventures and participating loan structures.  

Jason Kessler, President & Chief Investment Officer of ARCTRUST Group of Companies.  Mr. Kessler 
joined the ARCTRUST Group of Companies in 2014 and is responsible for leading the Investment Committee and 
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managing and implementing the PAVR and Joint Venture Development Program.  Prior to joining the ARCTRUST 
Group of Companies, Mr. Kessler was the Vice President of Acquisitions and Development for FC Development 
Group, a commercial real estate development company focused on ground up, redevelopment and brownfield 
opportunities in the Mid-Atlantic region, where he was responsible for identifying and underwriting development 
opportunities, working with lenders and financing alternatives, and leading the firm’s diversification into consulting 
activities.  Prior to joining the Real Estate sector, Mr. Kessler worked on Wall Street for Bear Stearns and Lehman 
Brothers.  Mr. Kessler attended the Leonard N. Stern School of Business at New York University and received a 
Bachelor of Science in Finance and Accounting, graduating Magna Cum Laude. 

Silvia P. Fernandes, Esq., Chief Legal & Operating Officer of ARCTRUST Group of Companies.  Ms. 
Fernandes joined the ARCTRUST Group of Companies in 2016 and is responsible for the organization’s legal 
strategy, regulatory compliance, and overseeing the day-to-day operations of the ARCTRUST Group of Companies.  
Ms. Fernandes is an attorney admitted to practice law in New Jersey, Pennsylvania, New York, the U.S. District Court 
of New Jersey, and the U.S. Supreme Court.  Ms. Fernandes was an attorney with Lindabury, McCormick, Estabrook 
& Cooper, P.C. prior to joining the ARCTRUST Group of Companies, and has extensive experience in a wide range 
of corporate and real estate matters, including securities transactions, corporate governance, 
compliance/administration, commercial real estate, and financing.  She is an Executive Board Member of the New 
Jersey Women Lawyers Association, currently serving as Chief Operating Officer since 2024, and serving as Chief 
Diversity Officer from 2022-2024.  Ms. Fernandes earned her Masters of Laws (LLM) in Taxation from New York 
University, her Juris Doctor degree from Seton Hall University School of Law, and holds a Bachelor of Arts degree 
from Ramapo College of New Jersey, Summa Cum Laude. 

Christopher Wadelin, Chief Capital Officer of ARCTRUST Group of Companies and Chief Executive 
Officer of ARCTRUST Private Capital LLC.  Mr. Wadelin joined the ARCTRUST Group of Companies in 2021 
and is responsible for the overall capital-raising strategy for the ARCTRUST Group of Companies.  Prior to joining 
the ARCTRUST Group of Companies, Mr. Wadelin participated in raising over $1.7 billion of investor capital in his 
various roles as an advisory associate at Merrill Lynch, on the U.S. distributions team at Deutsche Bank, as Regional 
Vice President with Simplicity Financial Distributions, and as Senior Regional Vice President at both Inspired 
Healthcare Capital and Moody Securities.  Mr. Wadelin has also led syndication and selling group relationship 
management efforts for numerous real estate offerings including non-traded REIT portfolios, debt funds, preferred 
stock, and Delaware Statutory Trust and tax deferred exchanges under Code Section 1031. Mr. Wadelin is licensed 
with the Managing Broker-Dealer, Chauner Securities, Inc., as a FINRA Series 7 and 66 licensed broker, and earned 
his Bachelor of Science from Northern Illinois University.

Chris LeCates, Chief Growth and Capital Operating Officer of ARCTRUST Group of Companies.  Mr. 
LeCates joined the ARCTRUST Group of Companies in 2018 and is responsible for overseeing ARCTRUST’s end-
to-end investment process across Product Origination, Administration, and Capital Raising, which includes aligning 
the Company’s product strategy with capital needs in the marketplace, by coordinating with Origination, Marketing, 
Finance, and Capital Markets teams.  Initially in an Originator role, Mr. LeCates sourced, negotiated, and closed more 
than $100 million in investment opportunities across retail, industrial, and multifamily product types and including 
stabilized acquisition, development equity, and loan origination deal structures.  In his following role as the Head of 
Acquisitions, Mr. LeCates assisted The Company to achieve more than $1 billion in Acquisitions and Dispositions 
over his tenure.  Mr. LeCates graduated from Princeton University with a BA in Economics. 

Steve O’Hanlon, Vice President of Finance of ARCTRUST Group of Companies.  Mr. O’Hanlon joined 
the ARCTRUST Group of Companies in 2025 and leads all accounting functions and drives financial operational 
efficiency across the ARCTRUST organization.  Before joining ARCTRUST, Mr. O’Hanlon served as Director of 
Finance at The Hampshire Real Estate Companies, a vertically integrated real estate investment and development 
platform.  In this role, he oversaw the company’s full accounting and finance operations, guiding financial reporting, 
and operational processes across its diversified portfolio.  Mr. O’Hanlon’s earlier career includes progressive positions 
within the private equity and investment industries at TPG Global, LLC, Hudson Clean Energy Partners, and State 
Street Corporation, where he developed expertise in fund accounting, financial reporting, and investment operations.  
Mr. O’Hanlon began his career at Rothstein Kass, a U.S.-based audit, tax, and advisory firm, and he holds a Bachelor 
of Science in Accounting from Ramapo College of New Jersey, graduating Magna Cum Laude. 
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Neil Doornheim, Senior Vice President of Asset Management of ARCTRUST Group of Companies.  
Mr. Doornheim joined the ARCTRUST Group of Companies in 2003 and is responsible for asset management and 
lease administration.  Prior to joining the ARCTRUST Group of Companies, Mr. Doornheim was the Asset Manager 
Supervisor of ARC Commercial Mortgage Company, a California based commercial mortgage company for various 
commercial property types.  Prior to ARC Commercial Mortgage Company, Mr. Doornheim was the Director of 
Portfolio Management for VAP International, a New Jersey based real estate development company.  Mr. Doornheim 
has extensive experience in the financial, operational, and physical management of real estate assets, as well as project 
management, construction, and development.  Mr. Doornheim has a Bachelor of Arts degree in Business 
Administration from North Carolina State College. 

Management of ARCTRUST is further supported by the following members: 

Robert Ambrosi, Chairman and founder of ARCTRUST Group of Companies.  Mr. Ambrosi has over 
40 years of real estate experience.  He began his career as a mortgage analyst at the Mutual Life Insurance Company 
of New York and then a Vice President with Marcil Properties, a Canadian real estate investment banking firm.  In 
1979, he co-founded The Pivko Group, Inc., an international real estate company with activities in the United States, 
Europe, and the Middle East. Mr. Ambrosi has been a frequent guest lecturer on international business at several 
universities including the graduate schools at Duke University, Columbia University and Rutgers University.  Mr. 
Ambrosi has a Master’s degree in Finance from Rutgers University, a Senior Certificate in Real Estate from New 
York University and a Bachelor’s degree in Engineering from the New Jersey Institute of Technology. 

Marc Perel, President of Development, Executive Vice President and co-founder of ARCTRUST 
Group of Companies.  Mr. Perel has over 30 years of real estate experience.  Mr. Perel began his career at Zimmerman 
& Co., a certified public accounting firm where he became a partner and head of the firm’s real estate department.  
Mr. Perel has been involved in all aspects of the real estate development and acquisitions business including specific 
responsibilities for the environmental remediation of properties for which, on behalf of the ARCTRUST Group of 
Companies, he received the prestigious National Phoenix Award given by the Environmental Protection Agency.  Mr. 
Perel has a Bachelor’s degree in Accounting from Long Island University and was a Certified Public Accountant. 

Joseph Morena, Executive Vice President of ARCTRUST Group of Companies.  Mr. Morena has been 
with the Company since 1997. Prior to joining the ARCTRUST Group of Companies, Mr. Morena was Chief Financial 
Officer of Tel-Save Holdings, Inc., a publicly traded telecommunication company.  Prior to Tel-Save, Mr. Morena 
was employed at Air & Water Technologies, Inc., and International Nickel, Inc., where he managed various corporate 
finance functions.  Mr. Morena has a Master’s degree in Banking and Finance and a Bachelor’s degree in Finance 
from New York University. 

James Steuterman, Chairman Emeritus of ARCTRUST Private Capital.  Mr. Steuterman has over 40 
years of real estate experience.  Prior to joining the ARCTRUST Group of Companies, Mr. Steuterman was Senior 
Vice President of Toll Brothers, Inc., a Fortune 500 company, where he was responsible for the acquisition, 
development, and management of real estate projects nationwide.  Prior to that, he was Chief Operating Officer as 
well as an Investment Committee and Board member of New Plan Excel Realty Trust, a $3 billion NYSE-listed REIT.  
Mr. Steuterman is a member of the National Association of Real Estate Investment Trusts (NAREIT), the International 
Council of Shopping Centers (ICSC), and is a designated Certified Shopping Center Manager (CSM).  He has been 
primarily responsible for the capital needs of the ARCTRUST Group of Companies’ sponsored Real Estate Investment 
Trust programs, including ARCTRUST, Inc. and ARCTRUST III, Inc., as well as numerous other sponsored funds 
and programs, including Capitol Opportunity Zone Fund, LP, numerous DSTs, and its opportunistic joint venture 
development and private sidecar investments.  Mr. Steuterman holds a Bachelor of Science degree in Business 
Administration from the University of Missouri-St. Louis. 

Michael Ambrosi, Vice President, Business Development of ARCTRUST Group of Companies.  Mr. 
Ambrosi is engaged in cultivating new business opportunities and driving initiatives that support the organization’s 
long-term growth objectives.  Mr. Ambrosi works closely with internal teams and external stakeholders to advance 
the ARCTRUST Group of Companies’ market presence.  Mr. Ambrosi previously served as the Chief Operating 
Officer of ARCTRUST III, Inc. and the ARCTRUST Group of Companies, and since joining the firm in 2004, has 
contributed to its success through his involvement in various areas including the development, acquisition, and 
disposition of real estate assets, retail leasing, and the administration of information and business technology.  Mr. 
Ambrosi holds a Bachelor’s degree in Communications and Business Administration from Villanova University.
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PRIOR PERFORMANCE OF THE TRUST MANAGER AND ITS AFFILIATES 

Although the principals of the Trust Manager and the Depositor have experience as described above, the 
Trust Manager, the Depositor and Trust Manager are newly formed and have no experience owning and operating real 
estate nor managing Delaware statutory trusts, therefore, there is no prior performance. 

PRIOR PERFORMANCE SUMMARY

The information presented in this section represents the historical experience of real estate programs 
sponsored by the ARCTRUST Group of Companies.  Holders in the Offering should not assume that they will 
experience returns, if any, comparable to those experienced by investors in such prior real estate programs.  Holders 
will not acquire any ownership interest in any of the entities to which the following information relates. 

In considering the prior performance information contained herein, prospective Holders should bear 
in mind that past performance is not indicative of future results, and there can be no assurance that comparable 
results will be achieved in the future.

The following summarizes the prior Delaware statutory trust programs that have been sponsored by the 
ARCTRUST Group of Companies and are currently operating programs. 

Program Property 

Location

Property Type Acquisition 

Price

Equity 

Investment

Acquisition Date 

Diversified 

Corners, DST 

New Jersey, 

Pennsylvania 

Fuel and 

convenience 

stores 

$10,900,000 $4,500,000 11/24/2015 

ARCTRUST 

Essential Property, 

DST 

New Jersey, 

Florida 

Various $29,570,000 $13,305,000 5/19/2021 

ARCTRUST 

Master VIII, DST 

Indiana, Illinois, 

Florida 

Various $12,200,000 $4,700,000 7/14/2022 

ARCTRUST 

Somerset 

Pharmacy DST 

Somerset, NJ Pharmacy $11,443,893 $11,443,893 10/5/2022 

ARCTRUST 

Vestal Home 

Improvement DST 

Vestal, NY Home 
Improvement 

$23,284,000 $12,174,000 6/30/2022 

ARCTRUST 

Industrial DST 

Cleveland, OH Single Tenant 
Industrial 

$11,649,329 $4,659,732 8/16/2023 

ARCTRUST 

Phoenix DST 

Phoenix MSA, 

AZ 

Various $11,297,000 $11,297,000 8/23/2023 
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The following summarizes the prior Delaware statutory trust programs that have been sponsored by the 
ARCTRUST Group of Companies where the property has been sold.

Program Property 
Location 

Property Type Acquisition 
Price 

Equity 
Investment 

IRR 

West Orange 
Fitness, DST 

West Orange, NJ Single Tenant 
Fitness 

$19,000,000 $6,600,000 6.11%

Fredericksburg 
Lansdowne, DST 

Fredericksburg, 
VA 

Single Tenant 
Retail 

$22,500,000 $4,500,000 28.65% 

ARC Houston 
Healthcare, DST 

Houston, TX Medical Office $7,700,000 $3,900,000 6.96% 

Tallahassee West 
Tennessee, DST 

Tallahassee, FL Supermarket $12,200,000 $4,700,000 1.99% 
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DUTIES OF THE TRUST MANAGER, 
THE DEPOSITOR AND THE HOLDERS

The Delaware statutes that govern statutory trusts do not impose any fiduciary duty on the trustees, managers 
or owners of statutory trusts and permit the waiver of all fiduciary duties other than the implied duty of good faith and 
fair dealing.  None of the Trust Manager, the Depositor or the other Holders will have a fiduciary duty to a Holder. 

The Trust Agreement provides that the Trust Manager (its owners, Affiliates, directors, managers, employees, 
agents, assigns, principals, trustees and any officers) will not be liable to the Trust or the Holders for any act or 
omission performed or omitted by it in good faith, but will be liable only for fraud, gross negligence or willful 
misconduct.  Holders of Interests may, accordingly, have a more limited right of action against the Trust Manager 
than they would have absent such an exculpatory provision in the Trust Agreement. 

The Trust Agreement generally provides for indemnification of the Trust Manager (its owners, Affiliates, 
directors, managers, employees, agents, assigns, principals, trustees and any officers) by the Trust (to the extent of 
Trust assets) for any claims, liabilities and other losses that it may suffer in dealings with third parties on behalf of the 
Trust not arising out of fraud, gross negligence or willful misconduct.  In the case of a liability arising from an alleged 
violation of securities laws, the Trust Manager may obtain indemnification only if (i) the Trust Manager is successful 
in defending the action, (ii) the indemnification is specifically approved by the court of law which will have been 
advised as to the current position of the SEC (as to any claim involving allegations that the Securities Act was violated) 
or the applicable state authority (as to any claim involving allegations that the applicable state’s securities laws were 
violated) or (iii) in the opinion of counsel for the Trust, the right to indemnification has been settled by controlling 
precedent.  It is the opinion of the SEC that indemnification for liabilities arising under the Securities Act is contrary 
to public policy and, therefore, unenforceable. 

CONFLICTS OF INTEREST

The Trust Manager and its Affiliates may act, and are acting, as the manager of other trusts or limited liability 
companies, or as the general partner of other partnerships.  The Trust Manager and its Affiliates may form and manage 
additional limited liability companies or other business entities.  The Trust Manager and its Affiliates have existing 
responsibilities and, in the future, may have additional responsibilities to provide management and services to a 
number of other entities in addition to the Trust.  As a result, conflicts of interest between the Trust and the other 
activities of the Trust Manager may occur from time to time.  The principal areas in which conflicts may be anticipated 
to occur are as described below. 

Potential Continued Ownership of Interests

In the event that less than all of the Interests are sold to purchasers, the Depositor’s Class B beneficial interests 
in the Trust will convert to Interests.  The continued ownership of Interests in the Trust by the Depositor could create 
a conflict of interest with respect to the Trust Manager’s management of the Trust and the management of the 
Depositor.  There is no method established for resolving any such conflict. 

Obligations to Other Entities

Conflicts of interest will occur with respect to the obligations of the Trust Manager and its Affiliates to the 
Trust and similar obligations to other entities.  Other investments in which the Trust Manager and its Affiliates 
participate may compete with the Trust and the Projects for the time and resources of the Trust Manager and its 
Affiliates.  The Trust Manager and its Affiliates will, therefore, have conflicts of interest in allocating management 
time, services and functions among the Projects, the Trust and other existing companies and businesses, as well as any 
companies or businesses that may be organized in the future.  The Trust Manager believes that the Trust Manager and 
its Affiliates have the capacity to discharge their responsibilities to the Trust notwithstanding participation in other 
investment programs and projects. 

Interests in Other Activities

The Trust Manager or any of its Affiliates may engage for their own account, or for the account of others, in 
other business ventures, whether related to the business of the Trust or otherwise, and neither the Trust nor the Holders 
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will be entitled to any interest therein solely by reason of any relationship resulting from entering into the Trust 
Agreement or the Trust entering into the Leases. 

Acquisition of Other Properties in Market Area

It is possible that Affiliates of the Trust Manager could acquire other real estate properties that are located 
within the Projects’ market area.  In such case, the other property and the Projects will compete for tenants. 

Receipt of Compensation by the Depositor, the Trust Manager and Their Affiliates

The payments to the Depositor, the Trust Manager and their Affiliates as set forth under “Compensation to 
the Depositor, the Trust Manager and Their Affiliates” have not been determined by arm’s-length negotiations. 

Legal Representation

Counsel to the Trust, the Depositor, the Trust Manager and their Affiliates in connection with the Offering is 
the same, and it is anticipated that such multiple representation will continue in the future.  As a result, conflicts may 
arise in the future and if those conflicts cannot be resolved or the consent of the respective parties cannot be obtained 
to the continuation of the multiple representation after full disclosure of any such conflict, said counsel will withdraw 
from representing one or more of the conflicting interests with respect to the specific matter involved.  Each Holder 
acknowledges and agrees that counsel representing the Trust, the Trust Manager and its Affiliates does not represent 
and will not be deemed under the applicable codes of professional responsibility to have represented or to be 
representing any or all of the Holders in any respect.  Each Holder consents to the Trust Manager hiring counsel for 
the Trust which is also counsel to the Trust Manager.  In addition, 1 or more attorneys from DLA Piper LLP (US) 
may make an investment to acquire Interests pursuant to the Offering; provided, however, such investment in Interests 
should not be taken as a representation or opinion concerning the operation of the Trust’s business, its future success 
or any other matter related to the investment by any Holder in the Trust. 

Resolution of Conflicts of Interest

The Trust Manager and the Depositor have not developed, and do not expect to develop, any formal process 
for resolving conflicts of interest.  While the foregoing conflicts could materially and adversely affect the Projects, 
the Trust and the Holders, the Trust Manager and the Depositor, in their sole judgment and discretion, will attempt to 
mitigate such potential adversity by the exercise of their business judgment in an attempt to fulfill their legal 
obligations.  There can be no assurance that such an attempt will prevent adverse consequences resulting from the 
numerous conflicts of interest. 

FMV Option 

The Trust Manager has the right to exercise the FMV Option.  The Exchange Entity may be managed by an 
Affiliate of the Trust Manager.  Thus, the Trust Manager’s Affiliates may have an economic incentive to exercise the 
FMV Option which is in conflict with the interests of the Holders.  In addition, the Trust Manager has the right to 
appoint the third-party appraiser who will determine the fair market value of the Project. 
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COMPENSATION TO THE DEPOSITOR, THE TRUST MANAGER AND 
THEIR AFFILIATES

The following is a brief description of the compensation that may be received by the Depositor, the Trust 
Manager and their Affiliates from the Trust or in connection with the use of the proceeds of the Offering to redeem 
the Class B beneficial interests held by the Depositor and in connection with Trust administration and operation of the 
Projects.  Much of this compensation will be paid regardless of the success or profitability of the Trust.  The increase 
in the purchase price and the compensation arrangements have been established by the Trust and are not the result of 
arm’s-length negotiations. 

Form of Compensation Description 
Estimated Amount of 
Compensation/Increase in Purchase Price 

Organization and Offering 
Stage:  

Wholesaler Compensation: The Managing Broker-Dealer may 
receive a wholesaler fee in an amount 
up to 1% of the Total Sales a portion of 
which it may reallow, in whole or in 
part, to certain wholesalers some of 
which are internal to Affiliates of the 
Trust Manager; provided, however, 
that this amount will be reduced to zero 
in the event a sale is made without the 
participation of a wholesaler.  As a 
result, certain Holders may acquire 
Interests net of the wholesaler fee.

The actual amount of wholesaling 
commissions will depend upon the 
number of Interests sold.  The maximum 
wholesaling commission will be 
$116,160. 

Redemption of Class B 
Beneficial Interests held by 
the Depositor:  

The Depositor is responsible for 
paying certain costs and expenses 
including: (i) Selling Commissions and 
Expenses of approximately $929,440, 
(ii) organization and offering costs of 
approximately $314,249, (iii) closing 
costs of approximately $34,927, 
(iv) due diligence costs and expenses 
of approximately $183,493, (v) 
carrying costs of approximately 
$488,541 (a portion of which will be 
paid to Affiliates of the Trust Manager) 
and (vi) Lender and Loan expenses of 
approximately $361,594.  The 
estimates of these costs and expenses 
are based on certain assumptions made 
by the Depositor.  Depending on the 
length of the Offering and the number 
of Holders, the actual amount of these 
costs and expenses may be greater or 
less than estimated.  If actual costs and 
expenses are less than estimated, the 
additional amount will be retained by 
the Depositor.  If actual costs and 
expenses are more than estimated, the 
Depositor will be required to pay for 
the excess amount.  The Trust will 

The total increase in the purchase price to 
the Holders (based on the Maximum 
Offering Amount) will be $2,320,493.  
The Trust Manager anticipates that the 
total amount to be retained by the 
Depositor from the Offering Proceeds 
after payment of the costs and expenses 
described herein will be approximately 
$442,573. 
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Form of Compensation Description 
Estimated Amount of 
Compensation/Increase in Purchase Price 

redeem all of the Class B beneficial 
interests held by the Depositor for 
$11,618,000, which is greater than the 
amount contributed by the Depositor 
for all of the Class B beneficial 
interests in the Trust ($8,854,934 plus 
$8,249 in Trust Reserves).  

Carry Costs: Affiliates of the Trust Manager will 
receive $488,541 in carry costs.  This 
amount may increase or decrease 
depending on the amount of Interests 
sold and the timing of such sales.  The 
Depositor will also receive its portion 
of cash distributions attributable to its 
Class B beneficial interests in the 
Trust.  The reimbursement for carrying 
costs will be paid regardless of the 
amount of cash flow distributions 
received by the Depositor.

The total carrying costs received by 
Affiliates of the Trust Manager is 
$488,541.

Operating Stage (Trust or 
LLC): 

Reimbursement of Expenses 
to the Trust Manager: 

Reimbursement by the Trust of 
reasonable and necessary expenses 
paid or incurred by the Trust Manager 
in connection with the administration 
of the Trust. 

Impracticable to determine at this time. 

Cash Flow: In addition to the carrying costs 
described above, the Depositor will 
receive its share of distributions from 
the Trust while it owns the Class B 
beneficial interests.

Impracticable to determine at this time. 

Asset Management Fee: The Trust Manager will receive an 
annual management fee of $58,090
payable in monthly installments.

$58,090 per year. 

Trust Management Fee: The Trust Manager or its affiliate will 
receive an annual trust management 
fee in an amount equal to 2% of the 
gross revenues from the Projects.

Impracticable to determine at this time. 

Disposition Stage:

Fee on Sale of Projects 
(Non-FMV Option): 

In connection with a sale, exchange or 
other disposition of the Projects (other 
than pursuant to the FMV Option), the 
Trust Manager or an Affiliate will 
receive a fee in an amount equal to 2% 
of the aggregate gross sale price of all 
of the Projects, payable from the 

Impracticable to determine at this time. 
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Form of Compensation Description 
Estimated Amount of 
Compensation/Increase in Purchase Price 

proceeds of the sale of the last Project; 
provided, however that the Trust 
Manager will only receive such fee if 
the aggregate gross sale price for all of 
the Projects exceeds $20,500,000. The 
Trust will be responsible for paying 
any brokerage fee due to a third-party 
broker upon the sale of the Projects by 
the Trust.

Fee on Sale of Projects 
(FMV Option): 

In connection with the disposition of a 
Project pursuant to the FMV Option, 
the Trust Manager or an Affiliate will 
receive a fee in an amount equal to 1% 
of the final fair market value of all of 
the Projects determined by the 
appraisers set forth in the Trust 
Agreement, payable from cash 
proceeds or Units at the election of the 
Trust Manager; provided, however that 
the Trust Manager will only receive 
such fee if such final fair market value 
exceeds $20,500,000.

Impracticable to determine at this time. 

RESTRICTIONS ON TRANSFERABILITY

There are substantial restrictions on the transferability of the Interests imposed by state and federal securities 
laws.  Before selling or transferring an Interest, a Holder must comply with applicable requirements of federal and 
state securities laws and regulations, including the financial suitability requirements of such laws or regulations.  It is 
highly unlikely that any market for Interests will ever develop and prospective Holders should view an investment in 
Interests solely as a long-term investment. 

The Interests offered by this Memorandum have not been registered under the Securities Act or the securities 
laws of any state.  The Interests may not be transferred or resold unless they are registered, qualified or exempt under 
the Securities Act and applicable state securities laws.  Appropriate legends setting forth the restrictions on the transfer 
of the Interests will be set out in the Trust Agreement.  No public market exists for the Interests, and it is highly 
unlikely that any such market will develop.  Prospective Holders should view an investment in an Interest as a long-
term investment.  Each Holder will be responsible for compliance with applicable securities laws with respect to any 
transfer or resale of its Interest.  Further, there can be no more than 480 Holders. 
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SUMMARY OF THE PURCHASE AGREEMENT

Each prospective Holder will be required to execute a Purchase Agreement in the form attached hereto as 
Exhibit B.  The entire Purchase Agreement should be reviewed before submitting an offer to purchase an Interest.  
The following is merely a summary of some of the significant provisions of the Purchase Agreement and is qualified 
in its entirety by reference thereto. 

“As-Is” Purchase

The Purchase Agreement provides that the prospective Holders must accept their Interests, as they relate to 
the Projects, in an “as-is” condition.  The Seller provided only limited representations and warranties regarding matters 
affecting the condition, use and ownership of the Projects and the Trust has not provided any such representations and 
warranties.  Consequently, the prospective Holders must rely solely on their own inspections, investigations and 
analysis of the Projects. 

No Tax Advice

Holders will acquire their Interests without any representations from the Trust regarding tax implications of 
the transaction.  Prospective Holders should consult with their attorney and other tax advisors regarding the tax 
implications of their acquisition of an Interest, including whether or not such acquisition will qualify as part of a tax-
deferred exchange under Code Section 1031, if one is contemplated.  See “Material Federal Income Tax 
Considerations.”  
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SUMMARY OF THE TRUST AGREEMENT

General

Each Holder will be required to enter into the Trust Agreement with the other Holders, a copy of which is 
attached hereto as Exhibit C.  The rights and obligations of the Holders will be governed by the Trust Agreement.  The 
entire Trust Agreement should be reviewed before investing.  The following is only a summary of some of the 
significant provisions of the Trust Agreement and is qualified in its entirety by reference thereto. 

The Trust

The Trust was formed as a Delaware statutory trust under the laws of the state of Delaware on February 6, 
2026 by the Depositor and the Delaware Trustee.  An initial Trust Agreement was entered into on February 6, 2026 
by the Delaware Trustee and the Depositor.  The Trust Agreement was amended and restated by the Second Amended 
and Restated Trust Agreement by and among the Depositor, the Trust Manager and the Delaware Trustee on August 
25, 2026.  The principal place of business of the Trust will be 1255 Broad Street, Suite 250, Clifton, New Jersey 
07013, and the telephone number is (973) 249-1000. 

There is no direct authority regarding the use of a Delaware statutory trust for an investment in real estate for 
purposes of a Code Section 1031 exchange other than the Revenue Ruling.  The Trust differs from a corporation, 
limited partnership or limited liability company.  Prospective Holders should carefully review with their counsel the 
protection against liability provided by a Delaware statutory trust. 

The Trust Estate

The Trust Estate consists only of the Projects and the Trust Reserves. 

Ownership

The Trust is authorized to issue Class A Beneficial Interests (which are the Interests offered to prospective 
Holders) and Class B beneficial interests (which are the beneficial interests delivered to and registered to the 
Depositor) aggregating all of the beneficial interests in the Trust.  The Depositor deposited into the Trust (i) the 
Acquisition Agreements and (ii) $8,854,934 for the acquisition of the Projects plus $8,249 in Trust Reserves in 
exchange for all of the Class B beneficial interests in the Trust.  Holders will acquire Interests in the Trust in exchange 
for the payment of cash to the Trust, which cash will be used by the Trust to redeem the Depositor’s Class B beneficial 
interests on a proportional basis. 

Redemption of Class B Beneficial Interests

The proceeds of the Offering will be used by the Trust to redeem all of the Depositor’s Class B beneficial 
interests on a one-for-one basis whereby 1 Class B beneficial interest will be redeemed for approximately $11,618,000 
(unless an Interest is sold at a discount and the redemption price will be the reduced amount) paid to the Depositor for 
each Interest sold.  If less than the Maximum Offering Amount is sold in the Offering, any Class B beneficial interests 
held by the Depositor on the Offering Termination Date will be converted to Interests.  See “Estimated Use of 
Proceeds” and “Plan of Distribution.” 

Term

The Trust will terminate and dissolve, and distribute all of its assets to the Holders, in accordance with the 
Trust Agreement, on the first to occur of (i) the Trust Termination Date, (ii) a Transfer Distribution or (iii) the sale of 
the last Project. 

The Delaware Trustee

United Corporate Services, Inc. is the Trust’s Delaware Trustee under the Trust Agreement.  The Delaware 
Trustee’s principal office is located at 800 North State Street, Suite 304, Dover, Delaware 19901. 
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The Delaware Trustee is a trustee for the sole limited purpose of fulfilling the requirements of Section 3807 
of the Delaware Statutory Trust Act and is authorized and empowered only to (i) accept legal process served on the 
Trust in the state of Delaware as provided in Section 3804 of the Delaware Statutory Trust Act, (ii) execute and file 
any certificates that are required to be executed under the Delaware Statutory Trust Act and (iii) take such action or 
refrain from taking such action under the Trust Agreement as may be directed in writing by the Trust Manager. 

The Delaware Trustee will be reimbursed for its expenses and the Delaware Trustee and its officers, directors, 
employees, agents, managers and owners will be held harmless from and against all losses, damages, liabilities, claims, 
actions, suits, costs, expenses, disbursements (including reasonable fees and expenses of counsel and other 
professionals), taxes and penalties in connection with the Trust Agreement and the Trust, except with respect to fraud, 
gross negligence or willful misconduct of such person. 

The Delaware Trustee may resign at any time by providing at least 60 days’ prior written notice to the Trust 
Manager and the Lender, and the Trust Manager may remove the Delaware Trustee for cause at any time by providing 
written notice to the Delaware Trustee.  Cause will only result from the willful misconduct, bad faith, fraud or 
negligence of the Delaware Trustee. 

The Delaware Trustee will receive a fee equal to $1,230 per year as an administrative fee. 

The Trust Manager

ARCTRUST Exchange ST LLC, is the manager of the Trust.  The Trust Manager and the Depositor are 
Affiliates.  The agreements between the Trust, the Trust Manager and the Depositor are not the result of arm’s-length 
negotiations, and they should not be considered as such.  Certain conflicts of interest may arise between these entities 
and the Holders.  See “Conflicts of Interest.”  

The Trust Manager has the exclusive authority to manage and control all aspects of the Trust’s business, 
subject to certain limitations provided in the Trust Agreement.  The Trust Manager is specifically authorized to take 
each of the following actions with respect to the Trust as necessary to conserve and protect the Trust Estate: (i) comply 
with the terms of the Leases and Loan Documents, (ii) make, or cause to be made, any repairs necessary to maintain 
the Projects, (iii) collect rent under the Leases and make distributions to the Holders in accordance with the Trust 
Agreement, (iv) enter into any agreement for purposes of enabling Holders to complete Code Section 1031 exchanges 
of real property, (v) notify the relevant parties of any default by them under the Trust Agreement, a Lease or any other 
transaction documents, (vi) upon a Tenant’s insolvency or bankruptcy, enter into a new lease, (vii) any other action 
that, in the opinion of tax counsel to the Trust, should not have an adverse effect on either the treatment of the Trust 
as an “investment trust” or of each Holder as a “grantor” and (viii) monitor the Tenants’ actions and if the Tenants 
intend to make a modification which is more than nonstructural, sell the Projects or transfer the Projects (or convert 
the Trust) to the Springing LLC.  The Trust Manager may, in its sole discretion, employ such persons, including 
Affiliates of the Trust Manager, as it deems necessary for the efficient operation of the Trust. 

The Trust Manager will be reimbursed by the Trust for its expenses (including reasonable legal fees) and 
held harmless from liability by the Trust except with respect to the fraud, gross negligence or willful misconduct of 
the Trust Manager or its officers, directors, employees, agents, managers and owners. 

To the fullest extent permitted by law, the Trust will advance to the Trust Manager expenses incurred in its 
defense of any claims in connection with the Trust Agreement, the Trust or any transaction or document contemplated 
thereby, subject to repayment in the event a court finds that the Trust Manager was not entitled to indemnification. 

The Trust Manager may resign at any time by providing at least 60 days’ prior written notice to the Delaware 
Trustee, and the Delaware Trustee may remove the Trust Manager for cause at any time by providing written notice 
to the Trust Manager.  Cause will only result from the fraud, gross negligence or willful misconduct of the Trust 
Manager.  Notwithstanding the above, the Trust Manager may only be removed if the Trust Manager and its Affiliates 
are removed from liability arising from any guaranties related to the Loan. 

The Trust Manager will receive an annual fee of $58,090, payable monthly.  In the event the Trust sells the 
Projects (other than pursuant to the FMV Option), the Trust Manager will receive a fee in an amount equal to 2% of 
the gross proceeds of such sale and will be responsible for paying any commission due to any real estate brokers 
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engaged to assist with such sale.  In connection with the disposition of a Project pursuant to the FMV Option, the 
Trust Manager or an Affiliate will receive a fee in an amount equal to 1% of the gross proceeds of the disposition, 
payable at the closing of the transaction.  See “Compensation to the Depositor, the Trust Manager and Their 
Affiliates.” 

The Trust Manager will not owe any duties to the Trust other than those limited duties expressly set forth in 
the Trust Agreement.  In performing its duties under the Trust Agreement, the Trust Manager will be liable for fraud, 
gross negligence or willful misconduct.  If a prospective Holder has questions about the lack of fiduciary duties of the 
Trust Manager, prospective Holders should consult their own legal counsel. 

Rights of Holders

The sole right of the Holders under the Trust Agreement is to receive distributions from the Trust as a result 
of the Trust’s ownership or sale of the Projects.  The Holders have no right or power to direct the actions of the Trust, 
the Delaware Trustee, the Tenants or the Trust Manager in any way.  The Holders have no voting rights, including as 
to whether or not the Projects are sold.  In the event that any purchaser of a Project is affiliated with the Trust Manager, 
the Trust must obtain an independent third-party appraisal for the Project and the purchase price must equal or exceed 
the appraised value.  In addition, the Holders have no right or power to (i) contribute additional assets to the Trust, 
(ii) cause the Trust to negotiate or renegotiate any loans or leases or (iii) cause the Trust to sell all or any portion of 
its assets and reinvest the proceeds of such sale or sales. 

Right to Transfer

Any transfer of the Interests under the Trust Agreement will be subject to (i) compliance with applicable 
federal and state securities laws and the Trust Agreement, (ii) the delivery to the Trust Manager of the assignee’s or 
transferee’s written acceptance and adoption of the Trust Agreement, (iii) the limit on the number of Holders in the 
Trust of not more than 480 persons and (iv) a prohibition regarding the ownership of Interests by ERISA Plans.  See 
“Restrictions on Transferability.” 

FMV Option 

Beginning 2 years after the Offering Termination Date, in order to provide potential tax-efficient options for 
the disposition of the Projects, the Trust Manager has the right, but not the obligation, to acquire the Interests for either 
cash or Units in an Exchange Entity.  Holders will receive cash unless such Holder elects to receive Units in the 
Exchange Entity (and such Holder meets the investor suitability requirements for the Exchange Entity).  The right to 
exercise the FMV Option will terminate on the earliest of (i) the closing of the transfer of all Interests pursuant to the 
FMV Option, (ii) the termination of the Trust or (iii) the sale of the last Project by the Trust or the Springing LLC (the 
“Option Termination Date”). 

If the Trust Manager determines to exercise the FMV Option, the Trust Manager will send a written notice 
to the Holders of its intent to exercise the FMV Option before the end of the Option Termination Date.  If a Holder 
does not reply to the Trust Manager’s notice within 15 business days of receipt or does not meet the Exchange Entity’s 
investor suitability requirements or applicable lender requirements, the Holder will receive cash for its Interest.  The 
closing date for the purchase of the Interests will be selected by the Trust Manager and will occur within 30 days of 
the determination of the Interest FMV. 

The consideration to be paid to the Holders will be determined by multiplying the percentage interest in the 
Projects represented by the Holder’s Interest by the value of the Projects at the time that the FMV Option is exercised.  
The value of the Projects will be determined by (a) reducing the gross fair market value of the Projects by (i) any and 
all secured or unsecured liabilities and accounts payable and (ii) any fee or other amount that would be payable to the 
Trust Manager or its Affiliates, including any property management and related fees and disposition fees (which fees 
will be paid by the Trust at the time that the Interests are transferred) and (b) increasing the value by any reserves, 
cash and accounts receivable.  The gross fair market value of the Projects will be the fair market value of the Projects 
as of the date the FMV Option notice is sent to Holders and determined by a MAI appraiser (or appraisers) that has 
(or have) at least 5 years’ experience in the market areas in which the Projects are located.  The appraiser(s) will have 
30 days to determine the fair market value of the Projects, and the closing of the contribution of the Interests will 
occur within 30 days of such determination of the fair market value.   



1628928397.12 (79)

Each Holder will be required to execute and deliver any documents reasonably required by the Trust Manager 
in connection with the purchase of the Interests and to make certain representations, warranties and certifications to 
the Trust Manager with respect to the Holder’s Interest.  In addition, each Holder must agree to indemnify and hold 
the Trust Manager harmless from and against any and all liabilities, charges, costs and expenses relating to such 
Holder’s Interest, including, without limitation, with respect to any liens, encumbrances or rights or interests of other 
persons in such Interest. 

On the purchase date, the rights of the Holders as owners of the Interests acquired by the Exchange Entity 
will terminate other than the right to receive the Interest FMV for the Interests. 

The Trust Manager will at all times have a special and limited power of attorney as the attorney-in-fact for 
each Holder in the Trust, with power and authority to act in the name and on behalf of each Holder to execute, 
acknowledge, deliver and file any documents required in connection with the Trust Manager’s exercise of the FMV 
Option and the issuance of any Units in the Exchange Entity to such Holders. 

Termination and Conversion

The Trust will terminate and dissolve, and distribute all of its assets to the Holders, in accordance with the 
Trust Agreement, on the first to occur of (i) the Trust Termination Date, (ii) a Transfer Distribution or (iii) the sale of 
the Projects.  In the event that the Trust Manager determines that dissolution of the Trust is necessary and appropriate 
because of a Transfer Distribution, the Trust Manager will transfer title to the Projects (or convert the Trust) to the 
Springing LLC, which will be owned by the Holders at the time of conversion and will be managed by the Trust 
Manager. 

A “Transfer Distribution” will occur if the Trust Manager makes a determination, in writing, that dissolution 
is necessary and appropriate because one of the following occurs:  (i) a Tenant has failed to timely pay rent due under 
its Lease after expiration of the applicable notice and cure periods in the Lease (and the Trust is prohibited from taking 
actions that would remedy the situation), (ii) the Projects are in jeopardy of being lost due to a default under the Loan 
(and the Trust is prohibited from taking actions that would remedy the situation), (iii) a Tenant files for bankruptcy, 
seeks appointment of a receiver, makes an assignment for the benefit of its creditors or there occurs any similar event, 
(iv) all or any portion of the Trust Estate becomes subject to a casualty, condemnation or similar event or (v) the Trust 
Manager determines it is necessary to take a Prohibited Action (as defined below) in order to avoid the loss or potential 
loss of all or a portion of the Trust Estate or its value.  If the event that causes the need for a Transfer Distribution is 
related to only one of the Projects, the Trust will attempt to transfer only the impacted Project to the Springing LLC 
and retain ownership over the other Project.  The Trust may not be able to transfer only the impacted Project to the 
Springing LLC if it is unable to comply with all securities and tax law and Loan requirements applicable at the time 
of the Transfer Distribution.  If the Trust transfers one or more of the Projects to the Springing LLC, the Holders will 
lose their ability to engage in a future Code Section 1031 exchange upon the sale or other disposition of the transferred 
Project. 

If a Project is transferred (or the Trust is converted) to the Springing LLC, the Holders will be required to 
provide their basis information to the Trust Manager within 30 days of the conversion. 

Trust Limitations

The Trust may not take any of the following Prohibited Actions: (i) sell, transfer or exchange a Project except 
as required or permitted under the Trust Agreement, (ii) invest or reinvest any cash held by the Trust (including 
reserves) in anything other than short-term obligations maturing prior to the next distribution date, and held to 
maturity, of, or guaranteed by, the United States or any agency or instrumentality thereof, and certificates of deposit 
or interest-bearing bank accounts with a bank or trust company having a minimum stated capital and surplus of 
$100,000,000, (iii) reinvest any monies of the Trust except to make minor nonstructural modifications or repairs to a 
Project as permitted under the Trust Agreement, (iv) reinvest the proceeds from the sale of a Project, (v) renegotiate 
or refinance the Loan, except in the case of a Tenant’s bankruptcy or insolvency; (vi) renegotiate, alter or extend any 
of the Leases, or enter into a new lease, except in the case of a Tenant’s bankruptcy or insolvency, (vii) make any 
modifications to the Projects other than minor nonstructural modifications or as required by law, (viii) accept any 
capital contributions from any owner or other person (other than from the sale of the Interests which amounts are 
distributed to the Depositor) or (ix) take any other action that would, in the opinion of tax counsel, cause the Trust to 
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be treated as a business entity for federal income tax purposes, if the effect of the action would be to create a power 
under the Trust Agreement to “vary the investment of the certificate holders” under Treasury Regulations Section 
301.7701-4(c)(1) and the Revenue Ruling. 

The Trust may only sell the Projects after the Trust has held the Projects for 2 years following the Offering 
Termination Date, if the Trust Manager determines that it is appropriate to do so; provided, however, the Trust may 
sell the Projects before such time if the Trust Manager has made a determination, in its sole discretion, that an event 
has occurred which could significantly and adversely affect the Projects, including, but not limited to, condemnation 
or casualty, which was not contemplated at the time the Trust acquired the Projects. 

Distributions of Cash From Operations

After the payment of any fees and any expenses, as determined by the Trust Manager, and after the reductions 
for reserves, the Trust’s net cash flow from operations will be distributed to the Holders in proportion to their Interests. 

Distributions Upon Dissolution

Upon the dissolution of the Trust, any cash remaining after the winding up of the Trust’s affairs in accordance 
with the laws of the Delaware Statutory Trust Act and providing for all costs and expenses, will be distributed to the 
Holders in proportion to their Interests. 

Property Rights

The Holders have no right to possession of the Projects.  Pursuant to the Trust Agreement, the Holders have 
no legal title to the Trust Estate, and no interest in any specific Trust property.  Each Holder waives any right to seek 
a judicial dissolution of the Trust, to terminate the Trust or right to demand and receive from the Trust an in-kind 
distribution of the Trust Estate or any portion thereof, or to partition the Trust Estate.  In addition, each Holder agrees 
that it has no ability to file or consent to the filing of, a petition in bankruptcy on behalf of the Trust or take any action 
that consents to, aids, supports, solicits or otherwise cooperates in the filing of an involuntary bankruptcy proceeding 
involving the Trust. 

Reports to Holders

The Trust Manager will keep customary and appropriate books and records of account for the Trust at the 
Trust Manager’s principal place of business; provided, however, any inspection, examination and copying of the 
Trust’s books and records (i) will only be for any purpose reasonably related to the Holder’s interest as an owner of 
the Trust as determined by the Trust Manager in the Trust Manager’s sole and absolute discretion and (ii) will be 
limited to information regarding the business and financial condition of the Trust and will specifically exclude any 
and all personal information with respect to the Holders, including, but not limited to, the names, addresses, email 
addresses and phone numbers of the Holders.  The Holders may inspect, examine and copy the Trust’s books and 
records other than any information related to any other Holders at any time during normal business hours.  The Trust 
Manager will maintain appropriate books and records in order to provide reports of income and expenses to each 
Holder as necessary for such Holder to prepare their income tax returns.  No Holder will have the right to information 
regarding the other Holders, and the Trust Manager will not disclose such information to any Holder and no personal 
information concerning any of the Holders, such as names and addresses, will be disclosed by the Trust Manager. 

Amendments

The Trust Agreement may only be amended by a writing signed by the Trust Manager and the Holders 
adversely affected by the amendment, if any.  No amendment may be made to the Trust Agreement, however, which 
would cause the Trust to cease to be treated as a trust for federal income tax purposes. 

Fees and Expenses

The Trust will be responsible for paying certain administrative fees related to the Trust including accounting 
and other fees. 
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SUMMARY OF THE SPRINGING LLC 
LIMITED LIABILITY COMPANY AGREEMENT

After a Transfer Distribution, the rights and obligations of the Holders, as members of the Springing LLC, 
will be governed by the limited liability company agreement of the Springing LLC (the “LLC Agreement”), a form 
of which is attached as Exhibit D to the Trust Agreement.  Prospective Holders should carefully review the LLC 
Agreement before making an investment.  The following is a summary of some of the significant provisions of the 
LLC Agreement.  This summary is qualified in its entirety by reference thereto. 

In General

In connection with the transfer by the Trust of 1 or more of the Projects to the Springing LLC (or the 
conversion of the Trust into the Springing LLC), the Trust will dissolve (unless at least one Project is still held by the 
Trust) and the Holders will receive units in the Springing LLC in proportion to their Interests in the Trust in full 
redemption of, and complete exchange for, the Interests.  The Trust Manager, or one of its Affiliates, will be the 
manager of the Springing LLC.  No Interests will remain outstanding after a Transfer Distribution (unless at least one 
Project is still held by the Trust), and the Holders will own 100% of the units in the Springing LLC.  All references to 
the Trust Manager in this section and the Trust Manager’s rights, responsibilities and obligations under the LLC 
Agreement will be in the Trust Manager's capacity as the manager of the Springing LLC unless otherwise specified. 

The nature of the business and the purposes of the Springing LLC will be to engage solely in activities related 
to acquiring, owning, holding, selling, assigning, transferring, operating, leasing, mortgaging, pledging, managing, 
servicing, conveying, safekeeping, disposing of, borrowing against, refinancing and otherwise dealing with the 
Projects.  The ability of the Springing LLC to engage in activities with respect to its assets will not be subject to the 
significant restrictions and limitations imposed on the Trust, the Delaware Trustee and the Trust Manager by the Trust 
Agreement. 

Authority and Responsibilities of the Trust Manager

The Trust Manager will be appointed to serve as the manager of the Springing LLC to hold such office until 
the Trust Manager is removed or the Trust Manager withdraws or resigns.   

The Trust Manager, as the manager of the Springing LLC, will have broad authority, powers, and rights to 
manage and control the business affairs of the Springing LLC, including the complete power to do all things necessary 
or incident to the management and conduct of the Springing LLC’s business. 

The Trust Manager and its Affiliates will be entitled to receive a fee in the amount of $58,090 per year, 
payable monthly.  The Trust Manager and its Affiliates will not be reimbursed for overhead expenses incurred in 
connection with the Springing LLC.  The Springing LLC will pay directly or reimburse the Trust Manager as the case 
may be, for all costs and expenses of the Springing LLC’s operations, formation and termination.  The Trust Manager 
or its Affiliate may enter into a property and asset management agreement with the Springing LLC with respect to the 
Projects pursuant to which the Trust Manager or its Affiliate will be entitled to receive compensation for its services 
in managing, leasing, financing, overseeing construction and disposing of the Projects.  In the event the Springing 
LLC sells the Projects (other than pursuant to the FMV Option), the Trust Manager or an Affiliate will receive a fee 
in an amount equal to 2% of the gross proceeds of such sale and will be responsible for paying any commission due 
to any real estate brokers engaged to assist with such sale.  In connection with the disposition of a Project pursuant to 
the FMV Option, the Trust Manager or an Affiliate will receive a fee in an amount equal to 1% of the gross proceeds 
of the disposition, payable at the closing of the transaction. 

At all times during the term of the Springing LLC, the Trust Manager, as the manager of the Springing LLC, 
will have a special power of attorney as the attorney-in-fact for each member with the power and authority to act in 
the name and on behalf of each member to execute and take other actions with respect to documents that are not 
inconsistent with the provisions of the LLC Agreement. 

The Trust Manager will be prohibited from resigning or withdrawing as the manager or doing anything that 
would require its resignation or withdrawal without the vote of members holding more than 50% of the units entitled 
to vote (a “Majority Vote”).  The Trust Manager may be removed as manager of the Springing LLC by a Majority 
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Vote only (i) for fraud, gross negligence or willful misconduct of the Trust Manager, as evidenced by a final, non-
appealable decision of a court of competent jurisdiction or (ii) upon the occurrence of an event of insolvency of the 
Trust Manager.  Upon termination, removal, or withdrawal of the Trust Manager as the manager of the Springing 
LLC, the Trust Manager will be paid all earned but unpaid fees and other compensation in cash at or before the date 
of withdrawal. 

Indemnification of the Trust Manager

The Springing LLC will indemnify the Trust Manager (to the extent of the Springing LLC’s assets) for any 
loss or damage incurred by the Trust Manager, its Affiliates, or the members in connection with the business of the 
Springing LLC other than for the Trust Manager’s fraud, gross negligence or willful misconduct. 

Rights and Obligations of Members

The members will have no obligation to make contributions to the Springing LLC except to the extent of the 
amount of any distributions made to such member by the Springing LLC in violation of the Delaware Limited Liability 
Company Act.  No member will be individually liable for the Springing LLC’s debts, liability, contracts or other 
obligations. 

The members will not have the right to take part in the management or control of the business or affairs of 
the Springing LLC, to transact any business for the Springing LLC, or to sign for or bind the Springing LLC.  The 
members do not have the right to (i) withdraw or reduce their contribution to the capital of the Springing LLC, except 
as a result of dissolution and termination of the Springing LLC or by law, (ii) bring action for partition against the 
Springing LLC or (iii) demand or receive property other than cash in return for their capital contribution.  The 
members will have the right to receive information required for federal income tax reporting and certain other financial 
information and to inspect certain records of the Springing LLC.  The members will have only limited voting rights 
with respect to certain other matters. 

Distributions and Tax Matters

It is intended that the Springing LLC will make periodic distributions of substantially all cash determined by 
the Trust Manager, as the manager of the Springing LLC, to be distributable, subject to the following: (i) a restriction 
or suspension for periods when the Trust Manager determines in its reasonable discretion that doing so is in the 
Springing LLC’s best interest and (ii) the payment, and maintenance of reasonable reserves for payment, of the 
Springing LLC’s obligations.  All distributions made with respect to the units will be in the ratio of the number of 
units held by each member on the date of such allocation to the total outstanding units as of such date.  If the Springing 
LLC is required to make a tax payment to a government authority as a result of a member’s ownership interest in the 
Springing LLC, any such tax payment will be deemed a loan to such member, which loan will bear interest at the 
Prime Rate (as defined in the LLC Agreement) and be payable upon demand or offset by any distribution which would 
otherwise be made to such member. 

All income of the Springing LLC will be allocated to the members in proportion to their units.  The Trust 
Manager, as the manager of the Springing LLC, will be required to use its best efforts to meet the applicable 
requirements for the Springing LLC to be classified for federal income tax purposes as a partnership.  The Trust 
Manager will be appointed to represent the Springing LLC and its members as the partnership representative in 
connection with IRS matters.  The Trust Manager will cause the Springing LLC to timely file all applicable tax returns 
with the appropriate authorities and to distribute, within 90 days after the Springing LLC’s fiscal year end, all 
Springing LLC information necessary for the preparation of the members’ individual income tax returns. 

Transfer of Units

No transfer of a unit or any interest in the Springing LLC may be made unless the Trust Manager, in its sole 
discretion as the manager of the Springing LLC, has consented in writing to such transfer.  In addition, no transfer 
may be made (i) if the effect of such transfer would be for the Springing LLC to be classified as a publicly traded 
partnership for federal income tax purposes, (ii) to any person who does not possess the required financial 
qualifications, (iii) to any minor or to any person who lacks the capacity to contract for themselves under applicable 
law, (iv) if the transfer will result in more than 480 members, (v) if the transfer was not made by a written instrument 
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of assignment executed by the assignor of such units and accepted by the Trust Manager, (vi) if the transfer will result 
in employee benefit plans (as defined in the LLC Agreement) owning 25% or more of the units or (vii) unless the 
transferring member pays a transfer fee pursuant to the LLC Agreement.  The Trust Manager, with advice of counsel, 
must determine that the transfer will not jeopardize the applicability of the exemptions from the registration 
requirements under the Securities Act or any state securities laws relied upon by the Springing LLC and the Trust 
Manager in offering and selling the units or otherwise violate any federal or state securities laws.  A transferee will 
not become a substituted member in the Springing LLC unless the Trust Manager, as the manager of the Springing 
LLC, consents and all of the following conditions are satisfied:  (i) a duly executed and acknowledged written 
instrument specifying the number of units being assigned and the intention that the transfer take place has been filed 
with the Springing LLC, (ii) a transfer fee sufficient to cover all reasonable expenses required in connection with the 
transfer has been paid by or for the account of the transferee and (iii) all agreements and other instruments have been 
executed, acknowledged and delivered which the Trust Manager deems necessary to make the transferee a substituted 
member in the Springing LLC. 

FMV Option 

Beginning 2 years after the Offering Termination Date, in order to provide potential tax-efficient options for 
the disposition of the Projects, the Trust Manager, as the manager of the Springing LLC, has the right, but not the 
obligation, to acquire the units in the Springing LLC for either cash or Units in an Exchange Entity.  Holders will 
receive cash unless such Holder elects to receive Units in the Exchange Entity (and such Holder meets the investor 
suitability requirements for the Exchange Entity).  The right to exercise the FMV Option will terminate on the earliest 
of (i) the closing of the transfer of all units in the Springing LLC pursuant to the FMV Option, (ii) the expiration of 
the term of the Springing LLC or (iii) the sale of the last Project by the Springing LLC (the “Option Termination 
Date”). 

If the Trust Manager, as the manager of the Springing LLC, determines to exercise the FMV Option, the 
Trust Manager will send a written notice to the members of the Springing LLC of its intent to exercise the FMV 
Option before the end of the Option Termination Date.  If a member does not reply to the Trust Manager’s notice 
within 15 business days of receipt or does not meet the Exchange Entity’s investor suitability requirements or 
applicable lender requirements, the member will receive cash for its units in the Springing LLC.  The closing date for 
the purchase of the units in the Springing LLC will be selected by the Trust Manager, as manager of the Springing 
LLC, and will occur within 30 days of the determination of the Units FMV (as defined below). 

The consideration to be paid to the Holders will be determined by multiplying the percentage interest in the 
Projects represented by the member’s units in the Springing LLC by the value of the Projects (“Units FMV”) at the 
time that the FMV Option is exercised.  The value of the Projects will be determined by (a) reducing the gross fair 
market value of the Projects by (i) any and all secured or unsecured liabilities and accounts payable and (ii) any fee 
or other amount that would be payable to the Trust Manager, as manager of the Springing LLC, or its Affiliates, 
including any property management and related fees and disposition fees (which fees will be paid by the Springing 
LLC at the time that the units in the Springing LLC are transferred) and (b) increasing the value by any reserves, cash 
and accounts receivable.  The gross fair market value of the Projects will be the fair market value of the Projects as of 
the date the FMV Option notice is sent to Holders and determined by a MAI appraiser (or appraisers) that has (or 
have) at least 5 years’ experience in the market areas in which the Projects are located.  The appraiser(s) will have 30 
days to determine the fair market value of the Projects, and the closing of the contribution of the Interests will occur 
within 30 days of such determination of the fair market value. 

Each member of the Springing LLC will be required to execute and deliver any documents reasonably 
required by the Trust Manager in connection with the purchase of the units in the Springing LLC and to make certain 
representations, warranties and certifications to the Trust Manager with respect to the member’s units in the Springing 
LLC.  In addition, each member must agree to indemnify and hold the Trust Manager, as the manager of the Springing 
LLC, harmless from and against any and all liabilities, charges, costs and expenses relating to such member’s units in 
the Springing LLC, including, without limitation, with respect to any liens, encumbrances or rights or interests of 
other persons in such units. 

On the purchase date, the rights of the member as owners of the units in the Springing LLC acquired by the 
Exchange Entity will terminate other than the right to receive the Units FMV for the units in the Springing LLC. 
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The Trust Manager, as manager of the Springing LLC, will at all times have a special and limited power of 
attorney as the attorney-in-fact for each member in the Springing LLC, with power and authority to act in the name 
and on behalf of each member to execute, acknowledge, deliver and file any documents required in connection with 
the Trust Manager’s exercise of the FMV Option and the issuance of any units in the Exchange Entity to such members 
of the Springing LLC. 

Meetings of the Members

The Trust Manager, as the manager of the Springing LLC, may call a meeting of the members at any time 
with respect to any matter on which the members are entitled to vote.  Members whose combined units constitute 
more than 10% of all units then outstanding and entitled to vote may request that the Trust Manager, as the manager 
of the Springing LLC, call a meeting to vote and take action with respect to any issue on which the members may vote 
pursuant to the LLC Agreement.  Upon receiving a proper written request stating the purpose of the meeting, the Trust 
Manager, as the manager of the Springing LLC, will be required to mail, within 20 days after receipt of such request, 
written notice of the meeting to all members of record on the record date, stating the general nature of the business to 
be conducted at such meeting, and such meeting will be required to be held at a time and place on a date not fewer 
than 10 days or more than 60 days after the date the Trust Manager, as the manager of the Springing LLC, mails such 
notice. 

Termination and Winding Up

The Springing LLC will be dissolved upon the occurrence of any of the following events: 

(i) the happening of any event of dissolution specified in the Springing LLC’s Certificate of Formation; 

(ii) a determination by the Trust Manager to terminate the Springing LLC; 

(iii) the entry of a decree of judicial dissolution; 

(iv) the sale of the last Project held by the Springing LLC; 

(v) the death, insanity, withdrawal, retirement, resignation, expulsion, insolvency or dissolution of the 
Trust Manager unless the business of the Springing LLC is continued by the consent of the 
remaining members within 90 days following the occurrence of such event; or 

(vi) the expiration of the term of the Springing LLC. 

In the event of the Springing LLC’s dissolution, the Springing LLC’s affairs will be terminated and wound 
up in accordance with Delaware law and the Springing LLC’s remaining assets, after the payment of the unsecured 
creditors and the setting up of any reserves, will be distributed to the members in proportion to their units. 
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MATERIAL FEDERAL INCOME TAX CONSIDERATIONS

The following discussion applies only to persons purchasing an Interest directly from the Trust.  Prospective 
Holders should not view the following analysis as a substitute for careful tax planning, particularly because the income 
tax consequences of an investment in an Interest are uncertain and complex.  Also, the tax consequences will not be 
the same for all taxpayers.  Prospective Holders should be aware that the following discussion necessarily condenses 
or eliminates many details that might adversely affect some Holders. 

Certain aspects of the following summary of material federal income tax considerations are the subject of an 
opinion from DLA Piper LLP (US).  The Trust has not received and will not request a private ruling from the IRS 
regarding the federal income tax classification of the Trust.  There is always a risk that the IRS may not agree with 
such opinion.  The opinion of counsel is predicated on all the facts, conditions and assumptions set forth in the opinion 
and is not a guarantee of the current status of the law and should not be accepted as a guarantee that a court of law or 
an administrative agency will concur in the opinion.  If any of the facts, conditions or assumptions set forth in the 
opinion prove incorrect, it is likely that the tax consequences would change.  The issues on which counsel to the Trust 
issued the opinion to the Trust has not been definitively resolved by statutes, regulations, rulings or judicial opinions.  
In addition, the opinion issued to the Trust is a “should” opinion.  A “should” opinion means that counsel believes 
that, if properly litigated by competent counsel, an Interest should be treated as an interest in real property.  
Accordingly, no assurances can be given that the conclusions expressed in the opinion will be accepted by the IRS or 
any state taxing authority, or, if contested, would be sustained by a court, or that legislative changes or administrative 
pronouncements or court decisions may not be forthcoming that would significantly alter or modify the conclusions 
expressed herein.  Further, because counsel represents the Trust, the opinion has been rendered to the Trust.  The 
Holders may rely on the opinion of counsel subject to the limitations set forth in the opinion.  The opinion of counsel 
is not applicable as to any individual tax consequences of a Holder or the individual application of the Code Section 
1031 rules to such Holder.  The opinion is not intended to be used by any taxpayer to avoid penalties.  A copy of the 
opinion rendered to the Trust is attached hereto as Exhibit E. 

The discussion of the tax aspects contained in this Memorandum is based on the law presently in effect.  
Congress could make substantial changes to the Code in the future, some of which may have considerable negative 
income tax consequences with respect to an investment in an Interest.  It is impossible to predict the impact that any 
tax reform bill will have on the Trust and the Holders and any changes could materially reduce any income tax benefits 
to the Holders. 

Counsel will not prepare or review the Trust’s income tax information, which will be prepared by 
management and independent accountants for the Trust. 

There is uncertainty concerning certain of the tax aspects discussed herein, and there can be no assurance 
that some of the deductions claimed or positions taken by a Holder will not be challenged by the IRS.  Holders might 
be faced with substantial legal and accounting costs in resisting a challenge by the IRS to the tax treatment of an 
investment in an Interest, even if a challenge by the IRS proves unsuccessful. 

Prospective Holders should not purchase an Interest solely for the purpose of obtaining tax shelter for income 
from other sources.  An Interest is unlikely to provide any such tax shelter.  Prospective Holders are urged to consult 
their own tax advisors as to the tax consequences of purchasing an Interest. 

Before purchasing an Interest, prospective Holders will be required to represent and warrant that 
(i) they understand that the tax consequences of an investment in an Interest, especially the treatment of the 
transaction under Code Section 1031 and the related “1031 exchange” rules, are complex and vary with the 
facts and circumstances of each individual Holder, (ii) they understand and are aware that there are substantial 
uncertainties regarding the treatment of an Interest as real estate for income tax purposes, (iii) they have read 
this entire Memorandum and fully understand that there is a significant risk that an Interest will not be treated 
as real estate for income tax purposes, (iv) if they are engaging in a tax-deferred exchange under Code 
Section 1031, they have independently obtained advice from their legal counsel and/or accountant regarding 
such tax-deferred exchange, including, without limitation, whether the acquisition of an Interest may qualify 
as part of a tax-deferred exchange under Code Section 1031, (v) they understand that the Trust will not obtain 
a ruling from the IRS that an Interest will be treated as an undivided interest in real estate for federal income 
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tax purposes and (vi) they understand that the opinion of counsel issued to the Trust is only counsel’s view of 
the anticipated tax treatment and that there is no guaranty that the IRS will agree with such opinion. 

Nature of Interests

Classification of the Trust.  The Trust will attempt to structure the Offering such that Holders are treated 
for federal income tax purposes as acquiring interests in real property and not an interest in an entity.  If the Interests 
were to be treated by the IRS or a court as interests in an entity, then no Holder would be able to use its acquisition of 
Interests as part of an exchange under Code Section 1031. 

The Trust obtained an opinion from counsel that for federal income tax purposes (i) after the effective date 
of the Conversion Notice, the Trust should be treated as an investment trust described in Treasury Regulations Section 
301.7701-4(c)(1), that is classified as a “trust” for federal income tax purposes and (ii) the Holders should be treated 
as owning an undivided beneficial interest in the Trust’s assets, including the Projects, in proportion to their Interests 
for purposes of Code Section 1031. 

In General.  Code Section 1031(a)(1)  provides that “[n]o gain or loss shall be recognized on the exchange 
of real property held for productive use in a trade or business or for investment if such real property is exchanged 
solely for real property of like kind which is to be held either for productive use in a trade or business or for 
investment.”  Thus, a determination has to be made as to whether a Holder will be treated as acquiring an interest in 
real property. 

The Trust Must be Recognized as a Separate Entity.  The first determination that has to be made is whether 
the Trust will be treated as an entity that is separate from its owners for federal income tax purposes.  Whether an 
organization is an entity separate from its owners for federal income tax purposes is a matter of federal tax law and 
does not depend on whether the organization is recognized as an entity under local law.  An entity that is formed under 
local law is not always recognized as a separate entity for federal income tax purposes.  Generally, when participants 
in a venture form a state law entity and avail themselves of the benefits of that entity for a valid business purpose, 
such as investment or profit, and not for tax avoidance, the entity will be recognized for federal tax purposes. 

Entity Determination.  The initial determination is whether the Trust will be viewed as an entity.  The IRS 
in Revenue Ruling 2004-86 (the “Revenue Ruling”) held that the Delaware statutory trust (“DST”) was an entity that 
was recognized as separate from its owners.  The IRS made this determination based on the fact that (i) creditors of 
the beneficial owners of the DST could not assert claims directly against property owned by the DST, (ii) the DST 
could sue or be sued and the property held by the DST was subject to attachment and execution as if it were a 
corporation, (iii) the beneficial owners of the DST were entitled to the same limitation on personal liability because 
of actions of the DST that is extended to stockholders of Delaware corporations, (iv) the DST could merge or 
consolidate with or into 1 or more statutory entities or other business entities and (v) the DST was formed for 
investment purposes.  The foregoing limitations also apply to the Trust.  Thus, based on the above, the Trust should 
be recognized as a separate entity. 

No Agent.  The next determination that must be made is whether the Trust or the Trust Manager will be 
viewed as an agent of the Holders.  Whether a trust or its trustee is an agent of a trust’s beneficial owners depends 
upon the agreement between the parties.  An entity that is formed to act as a mere agent of its owners will not be 
treated as an entity that is separate from its owners for federal income tax purposes. 

The Supreme Court in Commissioner v. Bollinger, 485 U.S. 340 (1988), held that the owners of a corporation 
were the owners of the property and the corporation was an agent for the owners.  The corporation agreed (i) to hold 
title to the property as the owners’ nominee and agent solely to secure financing, (ii) that the owners had sole control 
and responsibility for the property and (iii) that the owners were the principal and owner of the property during its 
financing, construction and operation. 

The IRS concluded in Revenue Ruling 92-105, 1992-2 C.B. 204, that an interest in an Illinois land trust 
constituted real property and the trust was not treated as a separate entity for federal income tax purposes.  The taxpayer 
in the revenue ruling created an Illinois land trust, was named the beneficiary and named a domestic corporation as 
trustee.  The taxpayer transferred legal and equitable title to certain real property to the trust subject to the provisions 
of an accompanying land trust agreement.  Under the land trust agreement, the taxpayer (i) retained exclusive control 
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of the management, operation, rental, and sale of the real property, together with an exclusive right to the earnings 
and proceeds from the real property and (ii) was required to file all tax returns, pay all taxes, and satisfy any other 
liabilities with respect to the real property.  Because the trustee’s only responsibility was to hold and transfer title to 
the property at the direction of the beneficiary, and because the beneficiary retained the direct obligation to pay 
liabilities and taxes related to the property, the right to manage and control the property, as well as any liability with 
respect to the property, the IRS concluded that a trust was not established. 

The Trust should not be viewed merely as an agent of the Holders because, unlike the trusts in Bollinger and 
Revenue Ruling 92-105, the Holders have no right or power to direct the actions of the Trust, the Trust Manager or 
the Tenants in connection with the management or operation of the Trust or the Projects.  Specifically, the Holders 
have no right or power to contribute additional assets to the Trust, cause the Trust to negotiate or renegotiate the Loan 
or the Leases, or cause the Trust to reinvest the proceeds of a sale of its assets.  The Trust Agreement provides that 
the Trust’s sole purpose is to acquire, lease and dispose of the Projects.  These provisions evidence an intent that the 
Trust will engage in activities on its own behalf rather than as an agent of the Holders.  Finally, because the Trust is a 
DST, the Holders may avail themselves only of the limited powers and privileges afforded to a beneficial owner under 
Delaware law.  Based on the above, the Trust should be recognized as an entity separate from the Holders for federal 
income tax purposes and the Trust, the Delaware Trustee and the Trust Manager should not be viewed as agents of 
the Holders for federal income tax purposes. 

The Trust Must be Treated as an Investment Trust.  The next determination is whether the Trust will be 
treated as a “business entity” or as an “investment trust” that is classified as a trust pursuant to Treasury Regulations 
Section 301.7701-4(c)(1).  In general, the term “trust” refers to an arrangement created either by a will or by an inter 
vivos declaration whereby trustees take title to property for the purpose of protecting or conserving it for the 
beneficiaries.  The beneficiaries of such a trust may be the persons who created it and it will be recognized as a trust 
if it was created for the purpose of protecting or conserving the trust property for beneficiaries who stand in the same 
relation to the trust as they would if the trust had been created by others for them.  Generally, an arrangement will be 
treated as a trust if it can be shown that the purpose of the arrangement is to vest in trustees responsibility for the 
protection and conservation of property for beneficiaries who cannot share in the discharge of this responsibility and, 
therefore, are not associates in a joint enterprise for the conduct of business for profit.  An “investment trust” will not 
be classified as a trust if there is a power under the trust agreement to vary the investment of the certificate holders.  
An investment trust with a single class of ownership interests, representing undivided beneficial interests in the assets 
of the trust, will be classified as a trust if there is no power under the trust agreement to vary the investment of the 
certificate holders.  An investment trust with multiple classes of ownership interests ordinarily will be classified as a 
business entity, however, an investment trust with multiple classes of ownership interests, in which there is no power 
under the trust agreement to vary the investment of the certificate holders, will be classified as a trust if the trust is 
formed to facilitate direct investment in the assets of the trust and the existence of multiple classes of ownership 
interests is incidental to that purpose.  A power to vary the investment of the certificate holders exists where there is 
managerial power, under the trust instrument, that enables a trust to take advantage of variations in the market to 
improve the investment of the investors. 

Summary of Revenue Ruling.  The Revenue Ruling involved the determination of the tax treatment of a 
DST that invested in real property.  Under the Revenue Ruling, Party A borrowed money, on a nonrecourse basis, 
from a bank and used the proceeds of the loan to purchase rental real property (“Blackacre”).  The note was secured 
by Blackacre.  Immediately following Party A’s purchase of Blackacre, Party A entered into a net lease with Party Z 
for a 10 year term.  Under the terms of the lease, Party Z was required to pay all taxes, assessments, fees or other 
charges imposed on Blackacre.  In addition, Party Z was required to pay all insurance, maintenance, ordinary repairs 
and utilities relating to Blackacre.  Party Z could sublease Blackacre.  Party Z’s rent was a fixed amount that could be 
adjusted by a formula described in the lease agreement that was based upon a fixed rate or an objective index provided 
that the adjustments to the rate or index were not within the control of any of the parties to the lease.  The rent was not 
contingent on Party Z’s ability to lease the property or on Party Z’s gross sales or net profits derived from Blackacre. 

On the same day, Party A formed a DST and Party A contributed Blackacre to the DST.  The DST assumed 
Party A’s rights and obligations under the note with the bank and the lease with Party Z.  Neither the DST nor any of 
its beneficial owners were personally liable to the bank on the note, which continued to be secured by Blackacre. 

The trust agreement provided that interests in the DST were freely transferable.  The DST terminated on the 
earlier of 10 years from the date of its creation or the disposition of Blackacre, but did not terminate on the bankruptcy, 
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death or incapacity of any owner or on the transfer of any right, title or interest of an owner.  The trust agreement 
further provided that interests in the DST would be of a single class, representing undivided beneficial interests in the 
assets of the DST. 

Under the trust agreement, the trustee was authorized to establish a reasonable reserve for expenses associated 
with the holding of Blackacre that may be payable out of trust funds.  The trustee was required to distribute all available 
cash less reserves quarterly to each beneficial owner in proportion to their respective interests in the DST.  The trustee 
was required to invest cash received from Blackacre between each quarterly distribution and all cash held in reserve 
in short-term obligations of (or guaranteed by) the United States, or any agency or instrumentality thereof, and in 
certificates of deposit of any bank or trust company having a minimum stated surplus and capital.  The trustee was 
permitted to invest only in obligations maturing prior to the next distribution date and was required to hold such 
obligations until maturity.  In addition to the right to a quarterly distribution of cash, each beneficial owner had the 
right to an in-kind distribution of its proportionate share of trust property. 

The trust agreement provided that the trustee’s activities were limited to the collection and distribution of 
income.  The trustee could not exchange Blackacre for other property, purchase assets other than the short-term 
investments described above or accept additional contributions of assets (including money) to the DST.  The trustee 
could not renegotiate the terms of the debt used to acquire Blackacre and could not renegotiate the lease with Party Z 
or enter into leases with tenants other than Party Z, except in the case of Party Z’s bankruptcy or insolvency.  In 
addition, the trustee could make only minor nonstructural modifications to Blackacre, unless otherwise required by 
law.  The trust agreement further provided that the trustee could engage in ministerial activities to the extent required 
to maintain and operate the DST under local law. 

Neither the DST nor its trustee entered into an agreement with the beneficial owners creating an agency 
relationship, and neither the DST nor its trustee acted as an agent of the beneficial owners. 

To determine whether the DST qualified as an investment trust that is classified as a trust for federal income 
tax purposes, the Revenue Ruling discussed whether the trust agreement granted the power to vary the investment 
held by the DST.  The Revenue Ruling indicated that the financing and leasing arrangements related to Blackacre 
were made prior to the inception of the DST and were fixed for the entire life of the DST.  Further, the trustee was 
permitted to only invest in short-term obligations that matured prior to the next quarterly distribution date and was 
required to hold the obligations until maturity.  The Revenue Ruling concluded that because the trust agreement 
required that any cash from Blackacre, and any cash earned on short-term obligations held by the DST between 
distribution dates, be distributed quarterly and because the disposition of Blackacre resulted in the termination of the 
DST, no reinvestment of such monies was possible. 

The Revenue Ruling emphasized that the trustee’s activities were limited to the collection and distribution of 
income.  The trustee could not exchange Blackacre for other property, purchase assets other than short-term 
investments or accept any additional contributions of assets (including money) for the DST.  The trustee could not 
renegotiate the terms of the loan and could not renegotiate the lease with Party Z or enter into leases with tenants other 
than Party Z except in the case of Party Z’s bankruptcy or insolvency.  In addition, the trustee could only make minor 
nonstructural modifications to the property except to the extent required by law.  The Revenue Ruling noted that the 
trustee had none of the powers which evidence an intent to carry on a profit-making business.  The Revenue Ruling 
concluded that because the trustee had no power to vary the investment of the beneficiaries of the trust, the DST will 
be classified as a “trust” for federal income tax purposes. 

The Revenue Ruling indicated that the trust arrangement would not have qualified as an investment trust, 
and therefore would not have been classified as a “trust,” if the trustee had been given the power to do 1 or more of 
the following: 

 dispose of Blackacre and acquire new property; 

 renegotiate the lease with Party Z, or enter into a lease with a tenant other than Party Z (other than 
in the case of the bankruptcy or insolvency of Party Z); 

 renegotiate or refinance the loan used to purchase Blackacre (other than in the case of the bankruptcy 
or insolvency of Party Z); 
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 invest cash received to profit from market fluctuations; or 

 make more than minor nonstructural modifications to Blackacre that were not required by law. 

The Trust Agreement.  The powers and authority granted to the Trust Manager in the Trust Agreement are 
intended to fall within the limited scope of the powers and authority that may be exercised by a trustee of an 
“investment trust.”  The Trust Agreement authorizes the Trust Manager to (i) comply with the terms of the Leases and 
the Loan Documents, (ii) make, or cause to be made, repairs necessary to maintain the Projects, (iii) collect rents and 
make distributions, (iv) enter into any agreements for the purposes of enabling a Holder to complete a like-kind 
exchange, (v) notify the relevant parties of any default under the transaction documents, and (vi) enter into a new lease 
solely under very limited circumstances pertaining to a bankruptcy or insolvency of a Tenant or renegotiate or 
refinance any debt secured by the Projects (including, without limitation, the Loan) solely under very limited 
circumstances pertaining to a bankruptcy or insolvency of a Tenant.  Additionally, the Trust Agreement expressly 
denies the Trust Manager any power or authority to take any action that would cause the Trust to cease to be an 
investment trust described in Treasury Regulations Section 301.7701-4(c) or of each Holder as a “grantor” within the 
meaning of Code Section 671.  Many of the prohibited actions are factual in nature (i.e., whether or not more than a 
minor nonstructural modification, other than as required by law was performed at the Projects).  Counsel is relying on 
the Certificate regarding certain factual matters and will not independently verify the accuracy of the matters subject 
to such certification. 

Although the Trust Agreement grants certain powers to the Trust Manager and/or the Delaware Trustee that 
are not addressed in the trust arrangement described in the Revenue Ruling, counsel believes that these powers should 
not prevent the Trust from being treated as an investment trust.  Those powers include (i) the sale of the Projects and 
(ii) the potential liquidation and termination of the Trust as a result of a Transfer Distribution.  Counsel believes that 
neither of these powers permit the Delaware Trustee or the Trust Manager to vary the investments of the certificate 
holders of the Trust in a manner that results in the Holders improving their investment results based on variations in 
the market. 

The power granted under the Trust Agreement to sell the Projects should not be viewed as a power to vary 
the Trust’s investments because the Trust is prohibited from reinvesting the proceeds of the sale.  Immediately after a 
sale of the last Project, the Trust Manager must distribute the sale proceeds to the Holders and the Trust will terminate.  
The Trust Manager has no power to purchase replacement investments with the proceeds from the sale of the Projects.  
As a result, the fact that the Trust Manager has the power to sell the Projects should not prevent the Trust from being 
treated as an investment trust that is classified as a “trust” for federal income tax purposes. 

A Transfer Distribution should not be viewed as inconsistent with the limitations imposed on an investment 
trust under the Revenue Ruling.  A Transfer Distribution would occur only under specified circumstances that would, 
in the absence of the Trust’s termination, require actions that either are not authorized, or are prohibited, by the Trust 
Agreement.  The fact that such circumstances are not expected or likely further supports the conclusion that a Transfer 
Distribution is not intended to circumvent the passive nature of the Trust with respect to its ownership of the Trust 
Estate.  The termination of the Trust and the transfer of the Trust Estate (or the conversion of the Trust) to the Springing 
LLC, an entity that has the power to engage in the actions required under the specified circumstances, is evidence that 
the Trust is intended to act simply as a passive holder of the assets comprising the Trust Estate. 

Leases.  As set forth in the Revenue Ruling, the Trust must be considered an “investment trust.”  Pursuant to 
Treasury Regulations Section 301.7701-4(c), an “investment trust” will not be classified as a trust if there is a power 
to vary the investment of the certificate holders.  If the Trust has the power to vary the investment of the certificate 
holders, the Trust will be considered a business trust for federal income tax purposes.  The Revenue Ruling involved 
a DST that entered into a net lease for the property.  The courts have interpreted a net lease, for federal income tax 
purposes, to mean a lease that is designed to transfer (or minimize) the economic risk of fluctuating operating costs 
from the lessor to the lessee.  Generally, if a tenant is responsible for paying for all expenses related to the property 
and operating the property, the activities of the trust should be considered to be the mere leasing of property and not 
the operation of a trade or business.  The Trust is required to pay debt service under the Loan and the Trust’s operating 
expenses. 

The Revenue Ruling does not incorporate the requirement for a net lease in the legal analysis regarding 
whether the DST will be considered to be an investment trust and is only a factual statement in the Revenue Ruling.  



1628928397.12 (90)

The Revenue Ruling does enumerate 7 prohibited actions which would cause the trust not to be treated as an 
investment trust for federal income tax purposes.  The lack of a net lease was not included in these prohibitions.  Thus, 
it does not appear that the Revenue Ruling imposes a requirement that, in order to be considered an investment trust, 
the lease between the DST and the tenant must be a net lease similar to the one described in the Revenue Ruling. 

There is not a consistent definition of “net lease” under the Code and judicial authority.  Thus, it is not clear 
whether each of the Leases would be considered to be a net lease for federal income tax purposes.  Former Code 
Section 57(c)(1) provided that a lease would be considered to be a net lease if, for a taxable year the sum of the 
deductions of the lessor with respect to a property (which are allowable solely by reason of Code Section 162 other 
than rents and reimbursed amounts with respect to such property) were less than 15% of the rental income produced 
by such property.  If this test were applied to the Leases, the Leases would be considered to be net leases for federal 
income tax purposes based on the Projections prepared by the Trust Manager.   

Even if the Leases were to be considered gross leases (and not net leases), there is no authority under Treasury 
Regulations Section 301.7701-4(c) regarding whether the lease of real property under a lease that is not a net lease 
will have any effect on whether the Trust will be considered an investment trust.  If the Trust were considered to be 
in an active trade or business, the Trust would not qualify as an investment trust.  Certain rules have developed 
regarding whether the activities of a taxpayer will be sufficient to be considered engaging in an active trade or business 
when the taxpayer merely receives income from rental property.  The majority of the case law regarding whether or 
not the ownership of real estate will be considered to be a trade or business is based on the activities of the taxpayer.  
For example, in Revenue Ruling 79-394, the IRS found that a corporation was considered to be engaged in an active 
trade or business if its conduct of its rental activities “demonstrates considerable day to day management and 
operational activity sufficient for purposes of distinguishing such conduct from passive investment in real estate.  
Furthermore, objective criteria such as acquiring, renovating, refurbishing, maintaining, leasing and servicing its rental 
property and its payment of salaries and expenses support this conclusion.”  Further, in PLR 7904019 (October 24, 
1978), an individual owned and leased property under a lease that required the landlord to pay for taxes, insurance 
and for certain operational expenses related to the property.  The IRS indicated that, although the landlord was required 
to pay for certain expenses related to the property, the landlord did not supervise or participate in the operation or 
management of the property.  Thus, the landlord was not engaged in a trade or business.  Under Code 
Section 512(b)(3)(B)(ii), courts have held that a landlord’s payment of a number of expenses related to property 
subject to a sharecrop lease would not prevent the rent paid to the landlord from qualifying as “passive rent.”  See, 
e.g., Trust U/W Emily Oblinger v. Commissioner, 100 T.C. 114 (1993); White’s Iowa Manual Labor Institute v. 
Comm’r, TCM 1993-364 (the landlord and tenant share some expenses equally, the tenant paid the “substantial” 
operating expenses, including machinery and labor costs, and the landlord “agreed to pay certain other costs which 
primarily affected the value of the farm; i.e., materials to repair buildings, fences, and other improvements, and lime 
to improve or maintain the quality of the soil”).  When looking at the sharecrop leases, the courts focused on the fact 
that the lease terms were customary in the applicable market when finding that the leases were true leases for federal 
income tax purposes.  Treasury Regulations Section 1.856-4(b)(3) (made applicable to leases by charitable 
organizations by Treasury Regulations Section 1.512(b)-1(c)(2)(iii)(b)) provides that “an amount will not qualify as 
‘rents from real property’ if, considering the lease and all the surrounding circumstances, the arrangement does not 
conform with normal business practice but is in reality used as a means of basing the rent on income or profits.”  
However, in AOD 1994-01, the IRS stated that it did not agree with the cases that had held the cropshare agreements 
to be true leases, but, in view of its lack of success in the courts, had decided that it would no longer litigate these 
issues with regard to the “typical crop-sharing agreement.”  Counsel has relied on the Certificate containing 
representations that the terms of the Leases are consistent with market terms of similar leases and is not an effort to 
share in income or profits. 

The Trust is merely leasing property to the Tenants and the Tenants, and not the Trust, have the obligation 
to operate the Projects and provide the day-to-day repair and maintenance of the Projects.  The Trust has no employees, 
and is merely paying for certain expenses associated with the Projects, rather than actively providing services to the 
Tenants or to the Projects.  The Tenants, and not the Trust, are responsible for engaging contractors to perform the 
services for the maintenance and repair of the Projects.  Moreover, the Trust’s financial responsibilities primarily 
relate to expenses of a type that benefit the Projects as a whole, and, therefore protect and conserve the value of the 
Trust Estate.  As a result, even if it were determined that the Leases are not net leases as set out in the factual 
assumptions in the Revenue Ruling, the Trust should not be viewed as engaging in an active trade or business that 
would prevent it from being treated as an investment trust. 
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Some of the Leases allow the applicable Tenant to make modifications to the applicable Project.  Modifications to the 
Projects which are more than minor non-structural modifications are prohibited under the terms of the Trust 
Agreement.  Pursuant to the Trust Agreement, if a Tenant notifies the Trust that it intends to make a modification that 
is more than a minor non-structural modification to a Project, and such alteration violates the tax restrictions related 
to the Trust’s treatment as an investment trust in the determination of the Trust Manager, the Trust will sell the 
applicable Project or transfer it to the Springing LLC.  If any Tenant undertakes alterations at the applicable Project 
without prior notice to the Trust, the Trust may not be able to continue to qualify as an investment trust for federal 
income tax purposes. 

True Lease.  The Projects are leased by the Trust to the Tenants pursuant to the Leases.  The IRS could take 
the position that the Leases are not true leases and are instead agency relationships.  If such a position were taken, the 
Trust would not qualify as an investment trust and Interests would not qualify as real property for purposes of Code 
Section 1031.  In determining whether a lease arrangement is a true lease, rather than an agency relationship, the IRS 
and the courts have generally engaged in a fact-intensive analysis which focuses on the following 2 factors: (i) who 
controls the use of the property and (ii) who bears the risk of loss in respect of such use. 

Control of the Use of the Property.  Where the property owner controls the use or operation of the property, 
an agency or financing relationship is more likely to be found.  In determining who holds control with respect to the 
use or operation of property, the IRS and the courts have adopted flexible standards to weigh whether the right to 
exploit the use of the property for its own benefit has been sufficiently transferred to the lessee.  In Amerco v. 
Commissioner, 82 T.C. 654 (1984), the Tax Court found that the lessee’s day-to-day control over the use and leasing 
of the trucks, power to set or recommend the terms of leasing the trucks to the public, and exclusive control and 
supervision over all operating expenses was sufficient lessee control to outweigh the lessor’s right to require periodic 
accountings and to enter the premises to determine whether income was reported accurately and the obligation of the 
lessee to promote the welfare of the lessor.  In contrast, in Meagher v. Commissioner, T.C. Memo. 1977-270 (U.S. 
Tax Ct.), the Tax Court found that an agency relationship existed where the lessee was required to use its best efforts 
to lease the owner’s railway cars, maintain adequate records and obtain insurance with the owner as a co-beneficiary.  
However, in Meagher, the Tax Court also focused on the fact that the “rent” due under the purported lease was based 
on net earnings and no payment was due to the lessor if the property did not generate a net profit.  Factors which 
indicate that the lessee holds powers or obligations which are indicia of property rights, such as the lessee’s continuing 
exclusive right to use and possess the property following a sale of the property by the lessor or an obligation to pay 
rent regardless of the profit generated by a property can shift the balance towards a finding of a true lease.  The Tenants 
have the exclusive right to use and possess the Projects pursuant to the Leases.  In addition, the Tenants have control 
over the day-to-day operation and maintenance of the Projects and are responsible for all costs associated with such 
operation and maintenance.  Further, the Tenants each have an obligation to pay rent to the Trust regardless of whether 
the Projects generate any profit.  In addition, any profits generated by the Tenants’ operation of the Projects will be 
retained by the Tenants. 

Risk of Loss.  If the property owner bears the risk of loss from the operations or activities conducted at the 
property, an agency relationship is more likely to be found.  In determining who holds the risk of loss, courts have 
focused on whether “rent” payments are required only if there is a net profit, whether the lessee is entitled to a 
minimum or maximum fee, or whether the liability of the owner with respect to operating expenses or the activities 
of the property are limited.  The Leases provide that the rent is a fixed amount payable in all events. All of the Tenants 
are responsible for the payment of the day-to-day operating expenses, taxes and insurance of their respective Projects, 
as well as the ongoing maintenance.    

Counsel has received and relied upon the Certificate which includes representations that the terms of the 
Leases are consistent with the market terms of leases similar to the Leases and are not merely a disguised attempt to 
share in the profits or income of the Projects.  The Tenants are obligated to pay rent due under the Leases regardless 
of whether the Projects generate a profit. 

Revenue Procedure.  Revenue Procedure 2001-28, 2001 C.B. 1156 sets forth the guidelines the IRS will 
use in determining whether certain transactions purporting to be leases of property are, in fact, leases or something 
else for federal income tax purposes.  Revenue Procedure 2001-28 provides that the lessor must have an initial 
investment in the property equal to at least 20% of the cost of the property, the lessor must maintain an investment 
equal to at least 20% of the cost of the property during the ownership period and the lessor must represent and 
demonstrate that an amount equal to at least 20% of the original cost of the property is a reasonable estimate of what 
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the fair market value of the property will be at the end of the lease term.  The Trust Manager has certified in the 
Certificate that the above requirements have been met (with respect to the initial investment) and are anticipated to be 
met (with respect to the continued and residual value).  In addition, the IRS has indicated in Revenue Procedure 2001-
28 that the lessor must represent and demonstrate that a remaining useful life for the property of the longer of 1 year 
or 20% of the originally estimated useful life of the property is a reasonable estimate of what the remaining useful life 
of the property will be at the end of the lease term.  For purposes of determining the lease term, all renewal options or 
extension periods except renewals or extension periods at the option of the lessee at fair market value at the time of 
such renewal or extension are included.   

The Leases provide for fixed terms and renewal periods at fixed rates as follows: (i) the Birmingham Lease 
has fixed rate renewal periods that end on February 28, 2061; (ii) the Millbrook Lease has fixed rate renewal periods 
that end on February 28, 2061, (iii) the Charleston Lease has fixed rate renewal periods that end on January 31, 2051, 
(iv) the Eastchester Lease has fixed rate renewal periods that end on December 31, 2047, (v) the Westchester Lease 
has fixed rate renewal periods that end on December 31, 2047, and (vi) the Thomasville Lease has fixed rate renewal 
periods that end on October 31, 2047.  The Needs Assessments (as defined in the Memorandum) indicated that (a) 
each of the Charleston Project, Eastchester Project, Thomasville Project has a remaining useful life of at least 35 years, 
and (b) each of the Birmingham Project and Millbrook Project has a remaining useful life of at least 44 years.  Thus, 
according to the Needs Assessments, each Project has a projected remaining economic life after the term of the 
respective Lease that is at least 20% of the originally estimated useful life of the property.   

Multiple Classes of Ownership Interests.  The Treasury Regulations provide that a trust arrangement that 
would be treated as an investment trust with multiple classes of ownership will still be treated as an investment trust 
if the multiple classes of ownership interests are incidental to the investment purpose of the trust. 

It is possible that the IRS may assert that the redemption of the Class B beneficial interests gives rise to 
multiple classes of ownership interests even though the rights of a Class B beneficial interest owner otherwise will be 
identical to the rights of the Holders.  Counsel has indicated that it believes that the redemption right should be treated 
as existing simply to facilitate an investment in an Interest.  The redemption simply replaces the Class B beneficial 
interest owner’s pro rata ownership interest in the Trust and its underlying assets with that of the Holders.  This same 
result could be accomplished by selling the Class B beneficial interests.  Because under either scenario the result is 
the same, and in neither situation is there any variation in the underlying assets owned by the Trust, counsel has 
indicated that it believes that the formal mechanism by which the Trust’s interests are transferred to the Holders should 
not affect the tax consequences of the underlying transaction. 

This analysis is consistent with the IRS statement in the Revenue Ruling that its conclusions would have 
been the same regardless of whether the trust property (Blackacre) had been sold directly to Party A, and then 
contributed to the trust or, as in the facts in the Revenue Ruling, contributed to the trust followed by a sale of an 
interest in the trust to Party A.  Under these circumstances no multiple classes of ownership interests in the Trust 
should exist. 

Holders Treated as “Grantors” of the Trust.  In order for the Holders to own an undivided direct interest 
in the Project, the Trust must be classified as a grantor trust.  A “grantor” of a trust includes any person to the extent 
such person either creates a trust or directly or indirectly makes a gratuitous transfer of property, including cash, to a 
trust.  A gratuitous transfer to a trust includes a transfer of cash to the trust in exchange solely for an interest in the 
trust.  The term “grantor” also includes any person who acquires an interest in a trust from a “grantor” of the trust if 
the interest acquired is an interest in an investment trust that is treated as a trust.  The Revenue Ruling also considered 
whether the purchase of interests in the trust arrangement by Party B and Party C would be treated as an acquisition 
of interests in Blackacre which was owned by the trust.  The IRS concluded that Party B and Party C should be treated 
as grantors of the trust when they acquired their interests in the trust from Party A, who had formed the trust. 

Similar to the Revenue Ruling, the Holders should be treated as “grantors” of the Trust.  The Holders will 
transfer cash to the Trust in exchange solely for an Interest therein.  Because receiving an Interest in the Trust is not 
treated as the receipt of property, the Holders should be treated as making a gratuitous transfer to the Trust.  Thus, the 
Holders should be treated as “grantors” of the Trust. 

Holders Treated as Owning an Undivided Interest in the Projects.  In order for the Holders to own an 
undivided direct interest in the Project, the Trust must be classified as a grantor trust.  A “grantor” that is treated as 
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the owner of an undivided fractional interest of the assets in a trust under the provisions of subchapter J of the Code 
is considered to own the trust asset attributable to that undivided fractional interest of the trust for all federal income 
tax purposes.  A grantor is treated as the owner of any portion of a trust whose income, without the approval or consent 
of any adverse party is, or in the discretion of the grantor or a non-adverse party, or both, may be distributed to the 
grantor or held or accumulated for future distribution to the grantor. 

In the Revenue Ruling, the IRS concluded that, because Party B and Party C had the right to distributions of 
all the income of the trust attributable to their undivided fractional interests, they should be treated under Code 
Section 677 as the owners of an aliquot portion of the trust, and all income, deductions and credits attributable to that 
portion were includible by Party B and Party C in computing their taxable income.  Because the owner of an undivided 
fractional interest of a trust is considered to own the trust assets attributable to that interest for federal income tax 
purposes, the IRS treated Party B and Party C as each owning an undivided fractional interest in Blackacre for federal 
income tax purposes. 

Several of the rights accorded under the Trust Agreement to the Holders as “grantors” should result in the 
Holders being treated as owning a direct interest in the Projects.  The Holders have the right to the distribution of all 
income received by the Trust without the approval, consent, or exercise of discretion by any person.  Additionally, the 
Holders have a total reversionary interest in the assets of the Trust.  These rights of the Holders as grantors should 
result in the Holders being treated as owning a direct interest in the Trust’s assets for federal income tax purposes. 

Treatment as Real Estate.   

Other Securities.  The provisions of Code Section 1031 do not apply to “(B) stocks, bonds or notes, (C) other 
securities or evidences of indebtedness or interest.”  This phrase has not been defined precisely; the exact connotation 
associated with the term “other securities” is not clear.  The exclusion in Code Section 1031 for “other securities” was 
added to preclude brokers, investment houses and bond houses from arranging tax-free exchanges of appreciated 
securities.  There are other Sections of the Code that define “securities” under the Code including Code 
Sections 165(g) and 1236(c).  These Sections of the Code have narrow definitions of the term “securities.”  However, 
it is not clear whether the definitions in these Sections of the Code apply or whether a broader view should be taken.  
In G.C.M. 35242, the IRS indicated after discussing the definition of “securities” in Code Sections 165(g)(2) and 
1236(c), that “we believe it persuasive that Congress has consistently defined the term ‘securities’ in a limited sense.”  
The IRS thus concluded in G.C.M. 35242 that they did not believe whiskey warehouse receipts were “securities” 
under Code Section 1031.  This occurred even though the SEC believed they were securities under securities law.  
Further, in Plow Realty Co. of Texas, 4 T.C. 600 (1945), mineral deeds were not securities under the predecessor to 
Code Section 543 even though they were securities under applicable securities law.  Consequently, if these provisions 
are applied, an Interest should not be considered a security under the tax law definition of security even though an 
Interest will be a “security” under applicable federal and state securities laws. 

Certificate of Trust or Beneficial Interest.  The nonrecognition rules of Code Section 1031 do not apply to 
an exchange of real property for a certificate of trust or beneficial interest.  The Revenue Ruling stated: 

Because the owner of an undivided fractional interest of a trust is considered to own the trust assets 
attributable to that interest for federal income tax purposes, B and C are each considered to own an 
undivided fractional interest in Blackacre for federal income tax purposes.  See Rev. Rul. 85-13. 

Accordingly, the exchange of real property by B and C for an interest in DST through a qualified 
intermediary is the exchange of real property for an interest in Blackacre, and not the exchange of 
real property for a certificate of trust or beneficial interest under § 1031(a)(2)(E). 

Consequently, provided a Holder meets the other requirements of Code Section 1031, such Holder’s exchange of real 
property in exchange for an Interest in the Trust should not be considered an exchange for a certificate of trust or 
beneficial interest for purposes of Code Section 1031. 

Rent Accrual Under the Leases.  Code Section 467 provides that the lessor under a Code Section 467 rental 
agreement must include in such lessor’s income the amount of rent which accrues during the taxable year.  Generally, 
such rent will be accrued as set forth in the lease agreement between the lessor and lessee.  Thus, the Trust would 
accrue income from rent as set forth in the Leases.  In the event that a lease arrangement is determined to be a tax 
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avoidance transaction requiring treatment as a disqualified leaseback under Code Section 467, rent will be accrued on 
a constant accrual basis rather than accruing as set forth in the lease agreement.  In determining whether a lease 
arrangement is a tax avoidance transaction, the IRS has established certain safe harbor tests.  If a safe harbor test is 
met, rent is not accrued under the constant accrual basis.  The Leases are intended to satisfy a safe harbor test.  
However, if the IRS makes a determination that the safe harbor is not met, that the lease arrangement is a disqualified 
leaseback and provides notice of such determination, the Trust will be required to accrue rent on a constant accrual 
basis.  The IRS has not made such a determination nor provided notice with respect to the Leases. 

Taxable Boot.  Amounts used to establish reserves or other items that are not attributable to the purchase of 
real estate will not be treated as an interest in real estate and will be treated as “boot” which may be taxable to a Holder 
acquiring its Interest as replacement property for real property in an exchange under Code Section 1031.  The reserves 
of the Trust are approximately $0.71 per Interest.  These reserves are attributable to the reserves funded by the 
Depositor and will be “boot” which may be taxable to a Holder acquiring its Interest as replacement property for real 
property in an exchange under Code Section 1031.  The amount of reserves held by the Trust will fluctuate over time.  
As a result, the reserves held by the Trust when a prospective Holder acquires an Interest may vary from the amounts 
set forth herein.  Further, the IRS could take the position that the increase in the purchase price of the Interests paid 
by the Holders, over the cost to the Depositor would not be considered as an interest in real estate and may be treated 
as “boot” which may be taxable to a Holder acquiring its Interest as replacement property for real property in an 
exchange under Code Section 1031.  In addition, to the extent that the portion of the debt allocated with the purchase 
of an Interest is less than the Holder’s debt on the property exchanged, such difference will constitute “boot” and may 
be taxable depending on the Holder’s basis in the property exchanged to a Holder acquiring its Interest as replacement 
property for real property in an exchange under Code Section 1031.  Like-kind exchanges cannot be entered into under 
Code Section 1031 for any asset other than real estate.  Consequently, Code Section 1031 will not apply, and such 
amounts will be treated as “boot,” to the extent a Holder is disposing of property that does not qualify as real estate or 
to the extent a Project consists of property other than real estate.  The Trust acquired certain personal property in 
connection with the purchase of the Projects.  The Trust Manager has not valued such personal property.  The Trust 
Manager has certified that the value of the personal property attributable to the Projects is less than 15% of the value 
of the real estate attributable to the Projects.  In the event the Projects consist of personal property that exceeds 15% 
of the value of the real property, an investment in the Trust could fail to qualify as replacement property in a Code 
Section 1031 exchange  In the event any item is determined to be “boot,” the taxpayer will have current income for 
any such “boot” up to the amount of gain on the exchange of the real property.  No opinion is being provided with 
respect to the value of the personal property or the real estate or the amount of taxable “boot” in the transaction.   

“Real property” for purposes of Code Section 1031.  Section 1031 Exchanges only apply to “real 
property.”  Thus, tangible personal property and intangible property (even if associated with the real property) are not 
eligible for Section 1031 Exchanges.  Property is classified as real property for purposes of Code Section 1031 if the 
property is (i) classified as real property under the law of the state or local jurisdiction in which the property is located 
(subject to certain exceptions), (ii) specifically listed as real property in the Code Section 1031 regulations, such as 
land, improvements to land, unsevered natural products of land, water and air space superjacent to land, and certain 
intangible interests in real property or (iii) considered real property based on all the facts and circumstances under the 
various factors provided in the Code Section 1031 regulations.  The Code Section 1031 regulations have also provided 
guidance for taxpayers receiving incidental personal property or paying for incidental personal property with funds 
being held by a qualified intermediary during a Section 1031 Exchange.  Paying for or receiving personal property 
during a Section 1031 Exchange will not disqualify the entire transaction as long as the personal property is considered 
“incidental.”  Personal property will be considered “incidental” to real property acquired in a Section 1031 Exchange 
if, (i) in standard commercial transactions, the personal property is typically transferred together with the real property, 
and (ii) the aggregate fair market value of the incidental personal property transferred with the real property does not 
exceed 15% of the aggregate fair market value of the replacement property.  Each prospective Holder will have to 
determine with his, her, or its own tax advisors whether an exchange engaged in by the prospective Holder satisfies 
the requirements of Code Section 1031.  Counsel to the Trust has relied on the Certificate certifying that the aggregate 
fair market value of the incidental personal property transferred will not exceed 15% of the aggregate fair market 
value of the Projects. 

Step Transaction Doctrine.  If the FMV Option (as defined in the Trust Agreement) is exercised, the 
acquisition of an Interest subject to the FMV Option may be challenged by the IRS under “step transaction” principles 
which would treat the acquisition of Interests and the Units (as defined in the Trust Agreement) as a single transaction.  
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In such case, a Holder would be treated for federal income tax purposes as having acquired the Units and not the 
Interests.  As a result, the Holder would be deemed to never have held an undivided interest in the Projects.  Thus, the 
Units, and not the Interests, would be deemed to be the “replacement property” for purposes of Code Section 1031.  
The Units are partnership interests (as opposed to an interest in real estate) and would not qualify as “replacement 
property” for a Code Section 1031 exchange.  Counsel believes that the “step transaction” doctrine should not be 
applicable to the FMV Option because there is no legal or economic compulsion requiring the FMV Option to be 
exercised. 

Interests Held for Investments.  Code Section 1031 requires that replacement property be held for 
productive use in a trade or business or for investment.  Accordingly, property acquired for re-sale will not qualify for 
purposes of a Code Section 1031 exchange.  The IRS could argue, based on the existence of the FMV Option, that a 
Holder acquired Interests for re-sale rather than for investment.  If the Interests were acquired for re-sale and not for 
investment purposes, the Interests would not qualify for Code Section 1031 exchange treatment. 

No Future Code Section 1031 Exchanges.  In general, an exchange of a partnership interest for other 
property cannot qualify as a Code Section 1031 exchange.  Accordingly, if the FMV Option were exercised, the Units 
that would be received by a Holder in exchange for the Holder’s Interest could not thereafter be disposed of as part of 
a Code Section 1031 exchange. 

Other Section 1031 Exchange Issues. 

Identification of Property.  The Treasury Regulations require a purchaser of property who is participating 
in a Code Section 1031 exchange to identify the replacement property.  There are several alternate methods under 
which one may identify replacement property.  The Trust acquired 6 properties.  Thus, any purchaser engaging in a 
Code Section 1031 exchange cannot utilize the three-property identification method and will be required to use an 
alternative identification method.  Each Holder should consult with its own tax consultants regarding how to identify 
replacement property. 

Property Qualifying Under Code Section 1031.  The Trust may only sell the Projects after the Trust has 
held the Projects for 2 years following the Offering Termination Date.  Counsel has not rendered an opinion as to 
whether the Trust will hold the Projects for investment or primarily for sale.  In the event the Projects are considered 
as held primarily for sale, the Projects will not qualify as replacement property under Code Section 1031.

Transfer Distribution.  If a Transfer Distribution occurs, 1 or more of the Projects will be transferred (or 
the Trust will be converted) to the Springing LLC and the interests in the Springing LLC will be distributed to the 
Holders.  The Springing LLC should be treated as a partnership for federal income tax purposes.  Under current law, 
a Transfer Distribution should not be subject to federal income tax pursuant to Code Section 721.  A Transfer 
Distribution could be subject, however, to state or local income, transfer or other taxes.  In addition, there can be no 
assurances that a Transfer Distribution will not be taxable under the federal income or other tax laws in effect at the 
time the Transfer Distribution occurs.  Because a Transfer Distribution could occur in several situations, it is not 
possible to determine all of the tax consequences to the Holders in the event of a Transfer Distribution. 

Summary.  Based on the foregoing discussion and counsel’s review of the transaction documents, counsel 
believes that (i) after the effective date of the Conversion Notice, the Trust should be treated as an investment trust 
described in Treasury Regulations Section 301.7701-4(c)(1), that is classified as a “trust” for federal income tax 
purposes and (ii) the Holders should be treated as owning an undivided beneficial interest in the Trust’s assets, 
including the Projects, in proportion to their Interests for purposes of Code Section 1031.  However, although the Trust 
Manager has attempted to structure the transaction such that an Interest is treated as an undivided interest in real estate, 
there can be no assurance or guaranty that such classification will be respected by the IRS.  The IRS could take the 
position that the increase in the purchase price does not represent real property. 

Certain Tax Consequences Regarding Ownership of an Interest

20% QBI Deduction.  The deduction for noncorporate taxpayers is generally equal to 20% of the taxpayer’s 
domestic “qualified business income” derived from carrying on qualified businesses through partnerships, S 
corporations and sole proprietorships.  This deduction (the “20% QBI Deduction”) has the effect (subject to various 
limitations) of reducing the maximum Federal income tax rate on qualified business income from 37% to 29.6%.  



1628928397.12 (96)

Qualified business income does not include items relating to investment activities, such as capital gains, dividends 
and interest income (other than interest income earned in a trade or business).  The 20% QBI Deduction is subject to 
various limitations based on, among other things, (i) wages paid with respect to each qualified trade or business, (ii) 
the unadjusted basis of depreciable property used in each qualified trade or business and (iii) the taxable income of 
the taxpayer (determined without regard to the deduction). 

Under the 20% QBI Deduction (i) each beneficiary of a grantor trust, like the Trust, will be treated as if the 
beneficiary directly carried on the activities of trust, to the extent of the portion of the trust treated as owned by the 
beneficiary, and (ii) the deduction is only available for income that a taxpayer derives from carrying on a trade or 
business.  The Treasury Regulations do not define what is a trade or business, but instead incorporate the standard for 
deducting ordinary and necessary expenses paid or incurred in carrying on a trade or business under Code Section 
162.  Because the application of this standard to rental real estate activities is unclear, the IRS issued a safe harbor 
under which a rental real estate enterprise may be treated as a trade or business solely for purposes of the 20% QBI 
Deduction; however, property leased under a triple net lease is expressly not eligible for the proposed safe harbor.  
The activities of the Trust will be limited to leasing the Projects to the Tenants under the Leases.  It is not certain 
whether the Leases will be considered triple net leases for federal income tax purposes.  Although the Trust may not 
qualify under the safe harbor described above, it is possible that the Holders will still qualify for the 20% QBI 
Deduction.  Holders should contact their own tax advisors regarding qualification for the 20% QBI Deduction. 

Limitation on Deductibility of Business Interest.  There is a limitation on the deductibility of interest 
incurred in carrying on a trade or business.  The maximum deduction for business interest in any year is limited to the 
sum of (i) business interest income and (ii) 30% of adjusted taxable income.  Adjusted taxable income is taxable 
income excluding (1) items not attributable to carrying on a trade or business, (2) business interest income and 
deductions, (3) the 20% deduction for qualified business income, (4) net operating losses, and (5) any deduction 
allowable for depreciation, amortization, or depletion.  Any disallowed interest may be carried forward indefinitely. 

Certain businesses are excluded from this limitation, including (i) a business having average annual gross 
receipts for the 3-taxable-year period below a threshold amount and (ii) a real property trade or business that 
irrevocably elects to be excluded.  A real property trade or business is defined as “any real property development, 
redevelopment, construction, reconstruction, acquisition, conversion, rental, operation, management, leasing or 
brokerage trade or business.”  A real property trade or business that elects to be excluded from the business interest 
limitation is required to depreciate its nonresidential real property, residential rental property and qualified 
improvement property (described above) under the alternative depreciation system of Code Section 168(g).  Each 
Holder will be required to make a determination as to whether or not an election should be made with respect to such 
Holder’s ownership of an Interest. 

Limitations on Losses and Credits from Passive Activities.  Losses from passive trade or business 
activities generally may not be used to offset “portfolio income,” i.e., interest, dividends, royalties, salary or other 
active business income.  Deductions from passive activities may generally be used to offset income from passive 
activities.  Interest deductions attributable to passive activities are treated as passive activity deductions, and not as 
investment interest.  Thus, such interest deductions are subject to limitation under the passive activity loss rule and 
not under the investment interest limitation.  Credits from passive activities generally are limited to the tax attributable 
to the income from passive activities.  Passive activities include (i) trade or business activities in which the taxpayer 
does not materially participate and (ii) rental activities.  Thus, a Holder’s share of the Projects’ income and loss will, 
in all likelihood, constitute income and loss from passive activities and will be subject to such limitation. 

Losses from passive activities that exceed passive activity income are disallowed and can be carried forward 
and treated as deductions and credits from passive activities in subsequent taxable years.  Disallowed losses from an 
activity, except for certain dispositions to related parties, are allowed in full when the taxpayer disposes of its entire 
interest in the activity in a taxable transaction. 

In the case of rental real estate activities in which an individual actively participates, up to $25,000 of losses 
(and credits in a deduction-equivalent sense) from all such activities are allowed each year against portfolio income 
and salary and active business income of the taxpayer.  Except as provided below with respect to “real estate 
professionals,” Holders will not, in all likelihood, be actively participating in the Projects’ rental real estate activities 
and, therefore, will not be able to deduct any loss against their portfolio or active business income.  In addition, the 
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$25,000 allowable loss is subject to a phase-out for any individual whose adjusted gross income is more than $100,000.  
An individual whose adjusted gross income is greater than $150,000 will not be permitted to use any of the off-set. 

Certain taxpayers (“real estate professionals”) can deduct losses and credits from rental real estate activities 
against other income, such as salaries, interest, dividends, etc.  A taxpayer qualifies for this exception to the passive 
loss rules described above if: (i) more than half of the personal services performed by the taxpayer in trades or 
businesses during a year are performed in real property trades or businesses in which the taxpayer materially 
participates and (ii) the taxpayer performs more than 750 hours of services during the year in real property trades or 
businesses in which the taxpayer materially participates.  In the case of a joint return, 1 spouse must satisfy both 
requirements.  A real property trade or business is any real property development, redevelopment, construction, 
reconstruction, acquisition, conversion, rental, operation, management, leasing or brokerage trade or business.  In 
determining whether a taxpayer performs more than half of its personal services in real property trades or businesses, 
services performed as an employee are disregarded unless the employee owns more than 5% of the employer. 

At-Risk Rules.  A Holder that is an individual or closely held corporation will be unable to deduct its share 
of loss from the Projects, if any, to the extent such loss exceeds the amount such Holder has “at risk.”  A Holder’s 
initial amount at risk will equal the purchase price of an Interest.  In addition, a Holder can generally include in the 
amount at risk such Holder’s share of qualified nonrecourse financing.  It is anticipated that the Loan will be considered 
qualified nonrecourse financing and therefore will qualify as “at risk.” 

A Holder’s amount at-risk will be reduced by the amount of any cash flow to such Holder and the amount of 
the Holder’s loss, and will be increased by the amount of the Holder’s income.  Loss not allowed under the at-risk 
rules may be carried forward to subsequent taxable years and used when the amount at-risk increases. 

Excess Business Loss Limitation.  Code Section 461(l) limits the ability of noncorporate taxpayers to deduct 
“excess business losses,” which generally are losses from carrying on trade or business activities in excess of a 
specified amount.  This limitation applies only after the passive loss limitations (so only affects an individual’s 
“active” losses) and, in the case of a trade or business carried on by a partnership or S corporation, is applied at the 
partner or S corporation shareholder level.  It is unclear whether the Trust will be considered to be in a trade or 
business.  The excess business loss limitation may, in addition to passive activity loss, at-risk and basis limitations, 
limit the ability of the Holders to utilize net losses allocated to them from the Trust. 

Net Income and Loss of Each Holder.  Each Holder will be required to determine its own net income or 
loss from the Projects for income tax purposes.  Each Holder will be required to report its share of expenses of the 
Projects and be entitled to its share of income.  Certain expenses of the Projects, such as depreciation, will be different 
for different Holders.  The Trust will keep records and provide information regarding expenses and income for the 
Projects.  A Holder, however, will be required to keep separate records in order to separately report its income. 

Income in Excess of Cash Receipts.  It is possible that a Holder’s income from the Projects may exceed the 
Holder’s cash flow from the Projects and such Holder’s tax liability on that income may even exceed the cash flow.  
This may occur as a result of the payments of capital expenditures, payments of loan principal or funding of reserves 
and in the event there is little or no depreciation as a result of the investor’s adjusted tax basis in the Interest. 

Treatment of Gain or Loss on Disposition of Interests.  Any gain or loss realized by a Holder upon the 
sale or exchange of an Interest will generally be treated as capital gain or loss, provided that such Holder is not deemed 
to be a “dealer.”  As a general rule, the holding of parcels of real property for investment is not the type of activity 
that would cause a person or entity to be considered a “dealer” in real property.  The question of “dealer” status is a 
question of fact, which will depend on the facts and circumstances of the transaction and will be determined at the 
time of a sale of the Projects.  If the Holder is deemed a “dealer” and the Projects are not considered to be capital 
assets or Code Section 1231 assets, any gain or loss on the sale or other disposition of such Project would be treated 
as ordinary income or loss.  In general, if an Interest constitutes a capital asset in the hands of a Holder, any profit or 
loss realized by a Holder on its sale or exchange (except to the extent that such profit represents depreciation recapture 
taxable as ordinary income) will be treated as capital gain or loss under the Code.  Capital gain that is equal to or less 
than past depreciation (other than ordinary income recapture) taken on the Projects will be taxed to individuals at 25%.  
Any additional capital gain attributable to property held more than 12 months will generally be taxed to individuals at 
up to 20%. 
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In determining the amount realized on the sale or exchange of an Interest, a Holder must include, among 
other things, its share of indebtedness on the Projects assumed by such Holder.  Therefore, it is possible that the gain 
realized on a Holder’s sale of an Interest may exceed the cash proceeds of the sale, and, in some cases, the income 
taxes payable with respect to the gain realized on the sale may exceed such cash proceeds.  If assets sold or 
involuntarily converted constitute Code Section 1231 assets, a Holder would combine its gain or loss attributable to 
the Projects with any other Code Section 1231 gains or losses realized by such Holder in that year, and the resultant 
net Code Section 1231 gains or losses would be taxed as capital gains or constitute ordinary losses, as the case may 
be.  This treatment may be altered depending on each Holder’s disposition of Code Section 1231 property over several 
years.  In general, net Code Section 1231 gains are recaptured as ordinary income to the extent of net Code 
Section 1231 losses in the 5 preceding taxable years. 

Foreclosure.  In the event of a foreclosure of a mortgage or deed of trust on a Project, a Holder would realize 
gain, if any, in an amount equal to the excess of the Holder’s share of the outstanding mortgage over the Holder’s 
adjusted tax basis in such Project, even though the Holder might realize an economic loss upon such a foreclosure.  In 
addition, a Holder could be required to pay income taxes with respect to such gain even though the Holder receives 
no cash distributions as a result of such foreclosure. 

Tax Elections.  The Trust has tried to structure the Interests so that the Holders will be treated as owning an 
undivided interest in the Projects.  As a result, the Holders will be required to make any applicable tax elections.  
However, if the Holders were treated as a partnership, applicable elections would have to be made by that entity. 

Method of Accounting.  Each Holder will be required to report its income under such Holder’s applicable 
accounting method. 

Deductibility of Interest.  Interest will accrue and be payable on the Loan for the Projects.  The deduction 
of such interest is subject to limitations.  See “Limitations on Losses and Credits from Passive Activities” and 
“Limitation on Deductibility of Business Interest” above. 

Depreciation and Cost Recovery.

Current federal income tax law permits an owner of improved real property to take depreciation deductions 
based on the entire cost of the depreciable improvements, even though such improvements are financed in part with 
borrowed funds.  If, however, the purchase price of an Interest and the Holder’s share of nonrecourse liabilities to 
which the Projects are subject are in excess of the fair market value of the Interest, a Holder will not be entitled to take 
depreciation deductions to the extent the basis in the Interest is derived from nonrecourse liability.  Each Holder will 
have to compute its own depreciation. 

Nonresidential real estate can generally be depreciated on a straight-line method, over 39 years using the 
mid-month convention.  Under the mid-month convention, property is treated as placed in service during the mid-
point of the month. 

Depreciation deductions can only be claimed for that portion of real property that is depreciable.  Because 
land is not depreciable, an allocation must be made between the value of improvements on real estate and the 
underlying land.  The allocation of the purchase price between depreciable and nondepreciable items is a question of 
fact, and if the amount allocated by the Trust to depreciable items is decreased and the amount allocated to 
nondepreciable items such as land is increased, the Trust losses for federal income tax purposes will be decreased. 

If a Holder elects with respect to a real estate trade or business to be excluded from the Section 163(j) 
limitation on deductibility of business interest, the Holder will be required to depreciate all of its depreciable property 
used in such real estate trade or business under the “alternative depreciation system” rules found in Code Section 
168(g) (“ADS”) rather than the more favorable MACRS rules.  The use of ADS would have the effect of spreading 
out depreciation deductions over a longer period of time (thereby decreasing the amount of losses or increasing the 
amount of income of the Holders). 

Any purchaser that is acquiring an Interest in connection with a Code Section 1031 exchange will have a 
carry-over basis in the Interest.  Thus, the amount of depreciation deductions available to such purchaser may be 
limited by the basis in the property sold by such purchaser as part of the deferred exchange. 
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Payments to the Depositor, the Trust Manager and Their Affiliates.  The Depositor, the Trust Manager 
and their Affiliates will receive various fees described elsewhere in this Memorandum.  The tax treatment of these 
fees is set forth below. 

Although each Holder is purchasing an Interest, it is possible the IRS may take the view that an increase in 
the price of an Interest over the cost to the Depositor for the Trust Estate is not to be treated as a sale of real estate, 
but instead as a nondeductible capitalized item. 

Real estate brokerage commissions (whether or not paid to Affiliates of the Trust Manager) paid upon the 
acquisition of the Projects will be treated as capitalized expenditures and added to the basis of the Projects.  Real estate 
brokerage commissions (whether or not paid to Affiliates of the Trust Manager) paid upon the sale, exchange or other 
disposition of the Projects will be treated as an adjustment to the sales price. 

Management Fees.  The management fees paid to the Trust Manager should be deductible as ordinary and 
necessary business expenses to the extent that the fees represent ordinary and necessary expenses incurred in a trade 
or business and do not exceed the reasonable value of the services for which they are paid.  Because the determination 
of whether these fees qualify as ordinary and necessary business expenses is inherently factual, there is no assurance 
that this determination may not be challenged by the IRS or that this determination would be upheld if challenged by 
the IRS.  Notwithstanding the above, certain expenses, including asset management fees and Trust Management Fees 
may not be deductible.  Prospective Holders should consult their own tax advisors regarding the deductibility of any 
asset management fees or Trust Management Fees paid by the Trust. 

Investments by Tax-Exempt Entities – Unrelated Business Taxable Income 

Tax-exempt entities (“Tax-Exempt Entities”), although generally exempt from federal income taxation, 
nevertheless are subject to tax to the extent their UBTI exceeds $1,000 during any tax year.  The Trust will generate 
UBTI as a result of debt financing.  Counsel has expressed no opinion on whether, or to what extent, Trust income 
will be considered UBTI. 

If the receipt of UBTI from the Trust will have an adverse impact on a Holder, such Holder should consult 
its own tax advisor before investing in the Trust.  If a Tax-Exempt Entity’s share of the UBTI from the Trust and other 
investments exceeds $1,000 during any tax year, the Tax-Exempt Entity will be required to pay taxes on such UBTI.  
Whether a Tax-Exempt Entity’s UBTI will exceed this $1,000 exclusion in any year will depend upon whether or to 
what extent the Holder qualifies for the exception, the actual operations of the Trust, the size of the Tax-Exempt 
Entity’s investment in the Trust, the taxable income of the Trust and the amount of such Tax-Exempt Entity’s UBTI 
from other investments. 

The portion of the income that is not deemed to be UBTI will continue to be exempt for a Tax-Exempt Entity 
even if a portion of the Trust’s income is deemed to be UBTI.  For further details on the application of UBTI, Tax-
Exempt Entity investors are urged to consult their tax advisors. 

A tax-exempt organization will not be able to use UBTI losses from one trade or business to offset UBTI 
from a different trade or business. 

Alternative Minimum Tax

Taxpayers may be subject to the alternative minimum tax in addition to the regular income tax.  The 
alternative minimum tax applies to designated items of tax preference.  The alternative minimum tax for regular C 
corporations has been entirely eliminated.  For noncorporate taxpayers, the exemption amount and the threshold 
amount of income at which the exemption begins to phase out has been increased.  The limitations and thresholds 
related to the payment of the alternative minimum tax are subject to change on an annual basis.  Holders should consult 
with their tax advisors regarding the alternative minimum tax thresholds to determine if it will apply to such Holder’s 
investment in Interests.  The limitations on the deduction of passive losses also apply for purposes of computing 
alternative minimum taxable income. 

For more information concerning tax preferences and the alternative minimum tax, prospective Holders 
should consult their own tax advisors. 
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Accuracy-Related Penalties and Interest

All penalties relating to the accuracy of tax returns are now consolidated into a single accuracy-related 
penalty equal to 20% of the portion of the underpayment to which the penalty applies.  The penalty applies to any 
portion of any understatement that is attributable to: (i) negligence or disregard of rules or regulations, (ii) any 
substantial understatement of income tax or (iii) any substantial valuation misstatement. 

Negligence is generally any failure to make a reasonable attempt to comply with the provisions of the Code 
and the term “disregard” includes careless, reckless or intentional disregard.  Counsel for the Trust is rendering an 
opinion with respect to the treatment of Interests as interests in real estate for income tax purposes.  However, the 
opinion is not intended to be used by any taxpayer to avoid penalties, and may not be relied upon by the Holders of 
Interests to avoid penalties.  This opinion is not applicable to any individual tax consequences of a Holder or the 
individual application of the Code Section 1031 rules to such Holder and each Holder should consult with its own 
independent tax advisor. 

A substantial understatement of income tax generally occurs if the amount of the understatement for the 
taxable year exceeds the greater of (i) 10% of the tax required to be shown on the return for the taxable year or 
(ii) $5,000.  In the case of a C corporation, a substantial understatement of income tax generally occurs if the amount 
of the understatement for the taxable year exceeds the lesser of (i) 10% of the tax required to be shown on the return 
for the taxable year (or if greater, $10,000) or (ii) $10,000,000. 

A substantial valuation misstatement occurs if the value of any property (or the adjusted basis) is 150% or 
more of the amount determined to be the correct valuation or adjusted basis.  The penalty doubles if the property’s 
valuation is misstated by 200% or more.  No penalty will be imposed unless the underpayment attributable to the 
substantial valuation misstatement exceeds $5,000 or $10,000 in the case of a C corporation. 

Except with respect to “tax shelters,” an accuracy-related penalty will not be imposed on an underpayment 
attributable to negligence, a substantial understatement of income tax or a substantial valuation misstatement if it is 
shown that there was a reasonable cause for the underpayment and that the taxpayer acted in good faith. 

In addition to the penalties described above, a new penalty has recently been added with respect to 
understatements resulting from listed or reportable transactions.  A reportable transaction is a transaction that the IRS 
has identified as having the potential for tax avoidance or evasion.  A listed transaction is a reportable transaction 
which the IRS has specifically identified as a tax avoidance transaction.  The penalty is equal to 20% of the portion of 
the underpayment to which the penalty applies if the taxpayer disclosed the understatement and 30% of the portion of 
the underpayment to which the penalty applies if the taxpayer did not disclose the understatement.  A taxpayer may 
avoid the payment of the penalty if (i) there was reasonable cause for the understatement and the taxpayer acted in 
good faith, (ii) the relevant facts affecting the taxpayer’s tax treatment were adequately disclosed, (iii) there is, or was, 
substantial authority for the taxpayer’s treatment of the item and (iv) the taxpayer reasonably believed that the 
treatment of the items on the return was more likely than not proper.  A taxpayer may not rely on the opinion from a 
disqualified tax advisor.  A disqualified tax advisor includes a (i) material advisor who participates in the organization, 
management, promotion or sale of the transaction or is related to any person who so participates, (ii) is compensated 
directly or indirectly by a material advisor with respect to the transaction, (iii) has a fee arrangement with respect to 
the transaction that is contingent on intended tax benefits being sustained or (iv) has a disqualifying financial interest 
with respect to the transaction.  In the event the Interests are determined to be a reportable transaction, and the taxpayer 
fails to include information regarding such reportable transaction, the taxpayer will be subject to a maximum penalty 
in the amount of $10,000 if the taxpayer is an individual and $50,000 in any other case.  In the event the Interests are 
determined to be a listed transaction, the maximum penalty increases to $100,000 in the case of an individual and 
$200,000 in any other case. 

The tax opinion issued to the Trust with respect to the Interests was prepared by a disqualified tax advisor.  
As a result, the Holders may not rely on such opinion to avoid the payment of penalties. 

Accrual Method Taxpayers Required to Match Income Recognition to Accounting Treatment.  An 
accrual method taxpayer subject to the all events test for an item of gross income is required to recognize that income 
no later than the taxable year in which the income is taken into account as revenue in an applicable financial statement.  
Generally, an applicable financial statement is a financial statement of the taxpayer that is certified as being prepared 
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in accordance with GAAP and is (i) included in a Form 10-K filed with the SEC or (ii) an audited financial statement 
used for a substantial nontax purpose, such as credit purposes or reporting to shareholders, partners, other proprietors 
or beneficiaries.  The IRS Proposed Treasury Regulations on September 9, 2019, which proposed changes to the 
definition of applicable financial statement and provided guidance with respect to the application of this provision.  
Prospective Investors that are accrual basis taxpayers should review the Proposed Treasury Regulations prior to an 
investment in Interests. 

3.8% Net Investment Income Tax

A taxpayer who is an individual will be assessed an additional tax equal to 3.8% of the lesser of: (i) the 
taxpayer’s “net investment income” for the taxable year or (ii) the excess of (x) the taxpayer’s modified adjusted gross 
income for the taxable year over (y) (a) for a taxpayer filing jointly with a spouse (or for a surviving spouse), $250,000, 
(b) for married taxpayer filing a separate return, $125,000 or (c) in any other case, $200,000.  For purposes of the 
additional tax, “net investment income” includes, among other things: (i) net income in the form of interest, dividends, 
annuities, royalties and rents that do not arise in the ordinary course of a trade or business (but including net income 
from a trade or business that is a passive activity with respect to the taxpayer or a trade or business of trading in 
financial instruments or commodities) and (ii) net gains (to the extent taken into account in computing taxable income) 
on the disposition of property other than property held in a trade or business (but including net gains realized on the 
disposition of property held in a trade or business that is a passive activity with respect to the taxpayer or a trade or 
business of trading in financial instruments or commodities). 

State and Local Taxes

In addition to the material federal income tax considerations described above, prospective Holders should 
consider the state tax consequences of an investment in an Interest.  A Holder’s share of income or loss generally will 
be required to be included in determining the Holder’s reportable income for state and local tax purposes.  The Projects 
are located in West Virginia, North Carolina and Alabama. Each Holder that is not currently filing an income tax 
return in West Virginia, North Carolina and Alabama must now file an income tax return in each of those states with 
respect to such Holder’s income or loss from the Projects and pay tax on its respective state income, if any.  Alabama’s 
current tax rates for individuals vary from 2% to 5% on Alabama income, and Alabama imposes a 6.5% corporate 
income tax rate.  West Virginia’s current tax rates for individuals vary from 2.22% to 4.82% on West Virginia income, 
and West Virginia imposes a 6.5% corporate income tax rate.  North Carolina’s current tax rates are 4.25% for 
individuals and 2.25% for corporations on North Carolina income.    

This Memorandum does not analyze or discuss state or local tax consequences to the Holders.  Each 
prospective Holder should consult its own tax advisor regarding the tax consequences of the purchase an Interest in 
both the state where they reside and where the Projects are located. 

Limitation on Deduction for State and Local Taxes.  Itemized deductions of individuals for state and local 
taxes are subject to limitations.  These limitations do not apply to property taxes that are incurred in carrying on a 
trade or business or an activity for the production of income. 

It is anticipated that state and local income taxes incurred by the Holders as a result of an acquisition of an 
Interest will be subject to these limitations. 

Prospective Holders should note that a number of issues discussed in this Memorandum, 
including issues on which counsel has expressed an opinion, have not been definitively resolved 
by statutes, regulations, rulings or judicial opinions.  Accordingly, no assurances can be given 
that the conclusions expressed herein will be accepted by the IRS, or, if contested, would be 
sustained by a court, or that legislative changes or administrative pronouncements or court 
decisions may not be forthcoming that would significantly alter or modify the conclusions 
expressed herein.  In addition, the foregoing discussion does not provide any information 
regarding the tax consequences that may be applicable to non-United States investors, and 
any such foreign investors should consult with their own tax advisors.  Prospective Holders 
are urged to consult their own tax counsel regarding the tax consequences of an investment in 
an Interest. 
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REPORTS

The Trust Manager will keep proper and complete records and books of account for the Trust and the Holders.  
These books and records will be kept at the Trust Manager’s principal place of business.  Each Holder will at all times, 
during normal business hours, have the right to inspect, examine and copy from them; provided, however, no Holder 
will have access to the name, address or investment information of any other Holder.  The Trust Manager will also 
have prepared and transmitted to the Holders an annual report setting forth the applied income and expenses 
attributable to an Interest. 

LITIGATION

There are no legal actions pending against the Trust nor, to the knowledge of the Trust, are any such actions 
contemplated that would have a material effect on the Trust’s business, financial condition or operations. 

LEGAL OPINION

DLA Piper LLP (US) rendered a tax opinion to the Trust with respect to certain issues set forth in this 
Memorandum.  Except as to matters stated in the opinion, which are based on the law in effect as of the date of the 
opinion, the issuance of the opinion should not in any way be construed as implying that counsel has approved or 
passed upon any other matter for the Trust.  DLA Piper LLP (US) will be paid for providing such opinion. 

ADDITIONAL INFORMATION

The Trust will answer inquiries about the Interests and other matters relating to the offer and sale of the 
Interests, and the Trust will afford prospective Holders the opportunity to obtain any additional information that is 
necessary to verify the information in this Memorandum to the extent the Trust possesses such information or can 
acquire such information without unreasonable effort or expense. 

Prospective Holders are entitled to review copies of other material contracts relating to the Interests 
described in this Memorandum and copies of the Trust’s organizational documents. 
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CLASS A BENEFICIAL INTERESTS IN
ARCTRUST EXCHANGE DST

PURCHASER QUESTIONNAIRE

Please read carefully the Amended and Restated Confidential Private Placement Memorandum 
for Class A Beneficial Interests (the “Interests”) in ARCTRUST Exchange DST dated September 1, 2026 
and all Exhibits and supplements thereto (the “Memorandum”) before deciding to subscribe. 

EACH PROSPECTIVE PURCHASER SHOULD EXAMINE THE SUITABILITY OF THIS 
TYPE OF PURCHASE OF SECURITIES IN THE CONTEXT OF ITS OWN NEEDS, PURCHASE 
OBJECTIVES, AND FINANCIAL CAPABILITIES AND SHOULD MAKE ITS OWN 
INDEPENDENT INVESTIGATION AND DECISION AS TO SUITABILITY AND AS TO THE RISK 
AND POTENTIAL GAIN INVOLVED.  ALSO, EACH PROSPECTIVE PURCHASER IS 
ENCOURAGED TO CONSULT WITH ITS ATTORNEY, ACCOUNTANT, FINANCIAL 
CONSULTANT OR OTHER BUSINESS OR TAX ADVISOR REGARDING THE RISKS AND 
MERITS OF THE PROPOSED PURCHASE. 

This private offering (the “Offering”) of the Interests in ARCTRUST Exchange DST, a Delaware 
statutory trust (the “Trust”), is limited to a purchaser of the Interests (“Purchaser”) who certifies that 
he/she is an Accredited Investor (“Accredited Investor,” as such term is defined in Rule 501 of Regulation 
D promulgated under the Securities Act of 1933, the “Securities Act”) and meets all of the qualifications 
set forth in the Memorandum.  Further, this Offering is being conducted in reliance on Rule 506(c) of 
Regulation D which permits certain general solicitation and requires that each Purchaser provide 
information verifying their “accredited investor” status to the Managing Broker-Dealer.  If you meet these 
qualifications and desire to purchase an Interest, then please complete, execute and deliver this Purchaser 
Questionnaire (the “Purchaser Questionnaire”) to: 

ARCTRUST Exchange ST LLC 
1255 Broad Street, Suite 250 
Clifton, New Jersey 07011 

You must complete, sign and return the original of (i) this completed Purchaser Questionnaire 
bearing your signature, which includes your certification of your investor qualification, (ii) one original 
copy of your Purchase Agreement (the “Purchase Agreement”), (iii) a signature page to the Second 
Amended and Restated Trust Agreement of ARCTRUST Exchange DST (the “Trust Agreement”) and 
(iv) a copy of each signatories driver’s license or other government issued identification; provided, 
however, that your subscription may be accepted or rejected by the Trust at any time within 30 days after 
delivery to the Trust of this Purchaser Questionnaire and the other documents described above.  The total 
purchase price for the Interests (the “Purchase Price”) shall be payable at the times set forth in the 
Purchase Agreement. 

If applicable, you will need to instruct your 1031 exchange qualified intermediary/accommodator 
(the “Accommodator”) to wire the amount of your Purchase Price to the Trust (instructions will be 
provided).   

Important Note:  The person or entity actually making the decision to purchase Interests 
should complete and execute this Agreement.  For example, retirement plans often hold certain 
securities purchases in trust for their beneficiaries, but the beneficiaries may maintain control and 
discretion over the securities.  In such a situation, the beneficiary with control must complete and 
execute this Agreement (this also applies to trusts, custodial accounts and similar arrangements). 
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CLASS A BENEFICIAL INTERESTS IN 
ARCTRUST EXCHANGE DST 

PURCHASER QUESTIONNAIRE 

As further consideration to induce the Trust to accept the Purchase Agreement, I hereby make the 
following acknowledgments, representations and warranties with the full knowledge that the Trust will 
expressly rely on the following in making a decision to accept or reject the Purchase Agreement: 

1. General Information. 

Name of Purchaser:  
(The name of the Purchaser must match the relinquished property owner if this is a 1031 exchange) 

Amount of Equity to be Invested: $ 

This represents a ___% Interest

(Minimum Purchase Amount is $50,000) 

I will be paying the amount of the Purchase Price (check as applicable):  

 Out of the 1031 Accommodator funds 

 Directly (or as additional funds utilized in connection with a 
Code Section 1031 exchange) 

I am conducting a 1031 tax-deferred exchange for this investment (check one):    Yes    No 

If Yes, I closed on my relinquished property or will close on:   

My 45 Day Deadline:   

My 180 Day Deadline:   

My Primary State of Residence (or if entity, state of primary business):   
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2. Vesting Information. 

Ownership of the Interests is to be vested as follows (please indicate by marking the appropriate box and 
print names exactly as you would like title to be vested): 

INDIVIDUALS 

Name:   

Social Security No.:      Date of Birth:  

Name of Spouse or Co-investor:  

Social Security No.:      Date of Birth:  

Please check one: 

 A Single Man / Woman  A Married Man / Woman, as His / Her sole and separate property 

 Joint Tenants (with right of survivorship)  Husband and Wife, as community property 

 Tenants in Common  Other:  

TRUST 

Please check one:  Grantor/Revocable  Irrevocable  Business Trust 

Please enclose a COMPLETE copy of the trust documents, as amended to date. 

Name of Trust:  

Date of Trust:    Trust Tax ID Number (if applicable):  

State of Trust Formation:  

Individual Trustee 

Trustee Name:  

SSN:  

Trustee Name:  

SSN:  

Entity Trustee 

Trustee Name:  

Trustee Signatory Name:  

Signatory Title:  

Entity Tax ID Number:  
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CORPORATION 

Please enclose a COMPLETE copy of (i) the Articles of Incorporation, as amended to date, (ii) the 
Bylaws, as amended to date, (iii) a list of all shareholders of the corporation and (iv) the resolutions of the 
Board of Directors authorizing the purchase of the Interests and providing authority to execute documents 
on behalf of the corporation. 

Name of Corporation:  

Corporate Tax ID Number:    State of Corporate Formation:  

Name of Signatory:  

Title:   President    Vice President    Secretary    Other  

PARTNERSHIP 

Please enclose a COMPLETE copy of (i) the partnership agreement, as amended to date, (ii) a list of all 
partners (both general and limited) and (iii) the resolutions of the partnership authorizing the purchase of 
the Interests and providing authority to execute documents on behalf of the partnership.  

Name of Partnership:  

Partnership Tax ID Number:    State of Partnership Formation:  

Individual General Partner 

Name:    Title:  General Partner 

Name:    Title:  General Partner 

Entity General Partner

Name of Entity:    Title:  General Partner 

Signatory Name:  

Signatory Title:  
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LIMITED LIABILITY COMPANY 

Please enclose a COMPLETE copy of (i) the operating agreement, as amended to date, (ii) the certificate 
of formation, as amended to date, (iii) a current and complete list of all members and managers and 
(iv) the resolutions of the members and/or managers authorizing the purchase of the Interests and 
providing authority to execute documents on behalf of the company.

Name of LLC:  

LLC Tax ID Number:   State of LLC Formation:  

Individual Manager/Member 

Name:  

Title:  Manager    Managing Member    Member    Other  

Name:  

Title:  Manager    Managing Member    Member    Other  

Entity Manager/Member 

Name of Entity:  

Title:  Manager    Managing Member    Member    Other  

Signatory Name:  

Signatory Title:  
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3. Contact Information. 

Please send all correspondence to (check one):   Home Address    Business/Other Address 
(At least one street address (i.e. no P.O. Box) is required to send documents via overnight delivery)

Home Address: 

Name:  

Address:  

City / State / Zip:  

Phone: Home:  ( ) 

Cell Phone: ( ) 

Email Address:  

Business/Other Address (if applicable): 

Name:  

Company:  

Address:  

City / State / Zip:  

Phone: Business: ( ) 

Email Address:  

Attorney’s or CPA’s Contact Information: 

Name:  

Firm:  

Address:  

City / State / Zip:  

Phone: Business:  ( ) 

Cell Phone: ( ) 

Email Address:   
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4. Distributions  

 Direct Deposit.  My distributions should be directly deposited into my bank account 
(attach voided check and please also complete financial institution information below). 

 Check Mailed to Financial Institution.  My distributions should be sent to my 
financial institution listed below (complete financial institution information below).

 Check Mailed to Purchaser.  My distributions should be sent to the person or 
entity/address set forth in paragraph (3) above.

Financial Institution Information 

Name of Financial Institution  

Mailing Address 

Account Type 

Account No. 

ABA Routing No. 
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5. Accredited Investor Certification and Tax Representation. 

Accredited Investor Certification:  I hereby represent and warrant that: 

If a natural person (including most revocable grantor trusts) (check as appropriate): 

 I have an individual net worth, or joint net worth with my spouse or spousal equivalent, 
in excess of $1,000,000 exclusive of the value of my primary residence. 

For purposes of determining net worth, exclude the value of your primary residence as 
well as the amount of indebtedness secured by your primary residence, up to the fair 
market value.  Any amount in excess of the fair market value of your primary residence 
must be included as a liability.  In the event the indebtedness on your primary residence 
was increased in the 60 days preceding the completion of this Purchaser Questionnaire, 
the amount of the increase must be included as a liability in the net worth calculation.  
For purposes of determining the joint “net worth” of natural persons, joint net worth can 
be the aggregate net worth of the Purchaser and spouse or spousal equivalent; assets need 
not be held jointly to be included in the calculation.  Reliance on the joint net worth 
standard described herein does not require that the securities be purchased jointly.  For 
purposes of this definition, “spousal equivalent” means a cohabitant occupying a 
relationship generally equivalent to that of a spouse. 

 I had an individual income in excess of $200,000, or joint income with my spouse or 
spousal equivalent in excess of $300,000, in each of the 2 most recent years and I have a 
reasonable expectation of reaching the same income level in the current year. 

 I hold, in good standing, 1 or more professional certifications or designations or 
credentials from an accredited educational institution that the SEC has designated as 
qualifying an individual for accredited investor status and which the SEC has posted as 
qualifying hereunder. 

For purposes of determining the above, as of the date of the Memorandum, the SEC has 
posted the following qualifying professional certifications: holders in good standing of 
FINRA Series 7, Series 65, and Series 82 licenses. 

If other than a natural person (check as appropriate): 

 A corporation, an organization described in Section 501(c)(3) of the Internal Revenue 
Code of 1986, as amended (the “Code”), a Massachusetts or similar business trust, a 
partnership or a limited liability company, not formed for the specific purpose of 
acquiring an Interest, with total assets in excess of $5,000,000. 

 A trust, with total assets in excess of $5,000,000, not formed for the specific purpose of 
acquiring an Interest and whose purchase is directed by a person who has such 
knowledge and experience in financial and business matters that he or she is capable of 
evaluating the merits and risks of an investment in an Interest. 

 A broker-dealer registered pursuant to section 15 of the Securities Exchange Act of 1934, 
as amended (the “Exchange Act”). 

 An investment company registered under the Investment Company Act of 1940, as 
amended (the “Investment Company Act”) or a business development company as 
defined in section 2(a)(48) of the Investment Company Act. 
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 An investment adviser registered pursuant to section 203 of the Investment Advisers Act 
of 1940, as amended (the “Investment Advisers Act”) or registered pursuant to the laws 
of a state. 

 An investment adviser relying on the exemption from registering with the SEC under 
section 203(l) or (m) of the Investment Advisers Act. 

 An insurance company as defined in section 2(a)(13) of the Securities Act of 1933, as 
amended (the “Securities Act”). 

 A Small Business Investment Company licensed by the U.S. Small Business 
Administration under section 301(c) or (d) of the Small Business Investment Act of 1958. 

 A private business development company as defined in section 202(a)(22) of the 
Investment Advisers Act. 

 A bank as defined in section 3(a)(2) of the Securities Act, or any savings and loan 
association or other institution as defined in section 3(a)(5)(A) of the Securities Act 
whether acting in its individual or fiduciary capacity. 

 A Rural Business Investment Company as defined in section 384A of the Consolidated 
Farm and Rural Development Act. 

 An entity that is not listed in Rule 501(a)(1), (2), (3), (7) or (8) of the Securities Act not 
formed for the specific purpose of acquiring an Interest, owning Investments (as defined 
in Rule 2a51-1(b) under the Investment Company Act) in excess of $5,000,000. 

 A “family office” as defined in Rule 202(a)(11)(G)-1 under the Investment Advisers Act 
(a) with assets under management in excess of $5,000,000, (b) that is not formed for the 
specific purpose of acquiring the securities offered and (c) whose prospective investment 
is directed by a person who has such knowledge and experience in financial and business 
matters that such family office is capable of evaluating the merits and risks of the 
prospective investment. 

 A “family client” as defined in Rule 202(a)(11)(G)-1 under the Investment Advisers Act, 
of a family office meeting the requirements under the “family office” above and whose 
prospective investment in the issuer is directed by such family office as required pursuant 
to clause (c) in such definition. 

 An entity in which all of the equity owners are Accredited Investors. 

 A plan established and maintained by a state, its political subdivisions, or any agency or 
instrumentality of a state or its political subdivisions, for the benefit of its employees, if 
such plan has total assets in excess of $5,000,000. 

 An employee benefit plan within the meaning of the Employee Retirement Income 
Security Act of 1974 (“ERISA”), if the investment decision is made by a plan fiduciary 
(as defined in section 3(21) of ERISA), which is either a bank, savings and loan 
association, insurance company, or registered investment adviser, or if the employee 
benefit plan has total assets in excess of $5,000,000 or, if a self-directed plan, with 
investment decisions made solely by persons who are Accredited Investors. 

 A grantor revocable trust where the grantors meet the qualifications under “If a natural 
person” above. 
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Tax Representation:  I have read the entire Memorandum, including the portion relating to federal 
income tax consequences, and I acknowledge that I (i) understand that the tax consequences of an 
investment in an Interest, especially the treatment of the transaction under Code Section 1031 and 
the related “1031 exchange” rules, are complex and vary with the facts and circumstances of each 
individual Purchaser, (ii) understand and am aware that there are substantial uncertainties 
regarding the treatment of an Interest as real estate for income tax purposes, (iii) have read the 
entire Memorandum and fully understand that there is a significant risk that an Interest will not be 
treated as real estate for income tax purposes, (iv) have independently obtained advice from my 
legal counsel and/or accountant regarding any tax-deferred exchange under Code Section 1031, 
including, without limitation, whether the acquisition of an Interest may qualify as part of a tax-
deferred exchange, (v) understand that the Trust will not obtain a ruling from the IRS that an 
Interest will be treated as an undivided interest in real estate for federal income tax purposes and 
(vi) understand that the opinion of counsel issued to the Trust is only counsel’s view of the 
anticipated tax treatment and that there is no guaranty that the IRS will agree with such opinion. 

Pennsylvania Resident Representation:  By signing below, I acknowledge and understand (i) that I 
am prohibited from selling the Interests for a period of 12 months after the date of purchase, except 
in accordance with waivers established by rule or order of the Pennsylvania Securities Commission, 
(ii) that the Interests have not been registered under the Pennsylvania Securities Act of 1972 in 
reliance upon an exemption therefrom, and (iii) that no subsequent resale or other disposition of 
the Interests may be made within 12 months following their initial sale in the absence of an effective 
registration, except in accordance with waivers established by rule or order of the Pennsylvania 
Securities Commission, and thereafter only pursuant to an effective registration or exemption. 

6. 1031 Exchange Qualified Intermediary/Accommodator Information and Authorization. 

I/we, the undersigned, hereby provide the following information pertaining to my/our Qualified 
Intermediary/Accommodator for this acquisition.  I/we request and authorize my/our Qualified 
Intermediary/Accommodator to furnish the Trust any information requested regarding my/our 1031 
exchange. 

The following Qualified Intermediary/Accommodator is authorized and instructed to fund all equity due 
to close the transaction prior to the scheduled closing date: 

Name:   

Company:  

Address:  

City / State / Zip: 

Phone:  Business: ( ) 

Cell Phone: ( ) 

Email Address:   

Is escrow closed (check one)?   Yes    No 
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7. Release of Information to Registered Representative and Broker-Dealer. 

Approval of Release: 

By signing below, I/we hereby authorize the Trust and its affiliates, as well as any property manager or 
asset manager, to release the following information and related documentation to the registered 
representative named below and such registered representative’s broker-dealer: 

 Ongoing information related to the operation and performance of any assets held by the 
Trust. 

 Tax reporting information related to my/our Interests. 

The Trust and its affiliates, as well as any property manager or asset manager, shall be authorized to 
release such information and documentation throughout the holding period of the Interests, which shall 
include the release of information regarding the eventual sale of my/our Interests. 

Disapproval of Release: 

If I/we have not checked any of the boxes above, the Trust, its affiliates, and any property manager or 
asset manager, shall not be authorized to release any ongoing information to the registered representative 
named below or such registered representative’s broker-dealer.  I/we acknowledge that my/our registered 
representative and/or broker-dealer will receive all information regarding my/our initial purchase of the 
Interests. 

Please note that you may revoke your authorization to release information to the registered representative 
by providing written notice of such revocation to the Trust. 

Notwithstanding anything to the contrary contained herein, I/we acknowledge that all information 
regarding initial purchase of the Interests will be provided to my/our registered representative. 

NOTE: Even if you elect to release financial information regarding your investment to your registered 
representative and broker-dealer, in no event will the names and contact information for other Holders be 
shared with any other Holder or with any registered representative or broker-dealer. 
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The undersigned hereby certifies that all of the information, representations, warranties and certifications 
set forth herein are true and correct in all respects. 

Executed this ____ day of ___________________, 20___ 

If a Natural Person or Grantor Trust: 

SIGNATURE:   

Name (Print):   

SIGNATURE (of spouse or second Purchaser):   

Name (Print):   

If other than a Natural Person (i.e. LLC, Partnership, Corporation): 

Name of Entity:  

SIGNATURE:  

Signatory Name (Print):  

Signatory Title:  

SIGNATURE:  

Signatory Name (Print):  

Signatory Title:  
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8. Broker-Dealer Representations and Warranties. 

Purchaser suitability requirements have been established by the Trust and are disclosed in the 
Memorandum under “Who May Invest” and in the Purchase Agreement.  Before recommending the 
purchase of an Interest, we have reasonable grounds to believe, on the basis of information supplied by 
the Purchaser concerning its investment objectives, other investments, financial situation and needs, and 
other pertinent information that (i) the Purchaser is an Accredited Investor as defined in Section 501(a) of 
Regulation D and the undersigned has taken all steps necessary to confirm such Accredited Investor status 
as required pursuant to Rule 506(c) of Regulation D, (ii) the Purchaser meets the purchaser suitability 
requirements set forth in the Memorandum and the Purchase Agreement, (iii) the Purchaser has a net 
worth and income sufficient to sustain the risks inherent in the Interests, including loss of investment and 
lack of liquidity and (iv) the Interests are otherwise a suitable purchase for the Purchaser.  We will 
maintain in our files documents disclosing the basis upon which the suitability of this Purchaser was 
determined. 

The Offering is being made in reliance on Rule 506(c) of Regulation D.  The undersigned certifies that it 
has complied with all of the requirements of Rule 506(c) of Regulation D, including with respect to the 
determination of the Accredited Investor status of any Purchaser recommended by the broker-dealer for 
the purchase of Interests.  The undersigned hereby certifies that the Purchaser is an Accredited Investor 
and that the undersigned has made the determination of Accredited Investor status within the past 3 
months. 

Name of Purchaser 

Broker/Dealer Firm Name  

Registered Representative  

Representative CRD 
Number 

Branch Office Address 

City/State Zip Code  

Branch Telephone No. 

E-Mail Address 

We verify that the above subscription either does not involve a discretionary account or, if so, that the 
Purchaser’s prior written approval was obtained relating to the limited liquidity and marketability of the 
Interests during the term of the purchase. 

We hereby certify that the Registered Representative is not or has not been subject to any disqualified or 
disclosure events as set forth in Rule 506(d) and Rule 506(e) of Regulation D. 
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We affirm the Broker-Dealer and Registered Representative are properly licensed in the state of residence 
of the Purchaser. 

Except as otherwise stated, the representations and warranties made herein are made as of the date hereof 
and shall be continuing representations and warranties.  In the event that the Registered Representative or 
Broker-Dealer becomes aware that any of these representations or warranties becomes untrue or is 
incorrect, it shall promptly notify the Trust in writing of the fact which makes such representation or 
warranty untrue or incorrect. 

Signature of Registered Representative Date 

Printed Name Registered Representative

Signature of Registered Supervisory Principal Date 

Printed Name of Registered Supervisory Principal
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9. Registered Investment Advisor Representations and Warranties 

Purchaser suitability requirements have been established by the Trust and are disclosed in the 
Memorandum under “Who May Invest” and in the Purchase Agreement.  Before recommending the 
purchase of an Interest, we have reasonable grounds to believe, on the basis of information supplied by 
the Purchaser concerning its investment objectives, other investments, financial situation and needs, and 
other pertinent information that (i) the Purchaser is an Accredited Investor as defined in Section 501(a) of 
Regulation D and the undersigned has taken all steps necessary to confirm such Accredited Investor status 
as required pursuant to Rule 506(c) of Regulation D, (ii) the Purchaser meets the purchaser suitability 
requirements set forth in the Memorandum and the Purchase Agreement, (iii) the Purchaser has a net 
worth and income sufficient to sustain the risks inherent in the Interests, including loss of investment and 
lack of liquidity and (iv) the Interests are otherwise a suitable purchase for the Purchaser.  We will 
maintain in our files documents disclosing the basis upon which the suitability of this Purchaser was 
determined. 

The Offering is being made in reliance on Rule 506(c) of Regulation D.  The undersigned certifies that it 
has complied with all of the requirements of Rule 506(c) of Regulation D including with respect to the 
determination of the Accredited Investor status of any Purchaser recommended by the broker-dealer for 
the purchase of Interests.  The undersigned hereby certifies that the Purchaser is an Accredited Investor 
and that the undersigned has made the determination of Accredited Investor status within the past 3 
months. 

Name of Purchaser 

Investment Advisor 

Advisor CRD Number 

Firm Name 

Office Address 

City/State Zip Code  

Telephone No. 

E-Mail Address 
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I acknowledge and agree that no compensation will be paid in respect of the subscription of Interests by 
the Trust or any person acting on its behalf. 

 Discretionary Account Authority.  If this Purchaser Questionnaire is being executed by a 
Registered Investment Advisor, please check the box and such Registered Investment Advisor must 
provide documentation evidencing the discretionary authority to execute this Purchaser 
Questionnaire. 

Signature of Investment Advisor Date

Printed Name of Investment Advisor
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10. Consent of Spouse. 

(For individual Purchasers in community property states; namely, Alaska, Arizona, California, 
Idaho, Louisiana, Nevada, New Mexico, Texas, Washington and Wisconsin.) 

I, _____________________________________, spouse of _____________________________________ 
have read and approved the foregoing Purchaser Questionnaire.  I hereby appoint my spouse as my 
attorney-in-fact with respect to the exercise of any rights related to a purchase of a Class A Beneficial 
Interest in ARCTRUST Exchange DST and agree to be bound by the provisions of the Purchase 
Agreement, Trust Agreement, and any other document related to the purchase of such Interest 
(collectively, the “Purchase Documents”) insofar as I may have any rights in said Purchase Documents or 
any property subject thereto under the community property laws of the State of 
______________________ or similar laws relating to marital property in effect in the state of our 
residence as of the date of the signing of this Purchaser Questionnaire or the Purchase Documents. 

Dated: _______________, 20___ SIGNATURE:  
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2 Business name/disregarded entity name, if different from above. 

  

only one of the following seven boxes. 

El Individual/sole proprietor El C corporation E S corporation El Partnership O Trust/estate 

El LLC. Enter the tax classification (C = C corporation, S = S corporation, P = Partnership) 

box for the tax classification of its owner. 

[] Other (see instructions) 

3a Check the appropriate box for federal tax classification of the entity/individual whose name is entered on line 1. Check 

Note: Check the “LLC” box above and, in the entry space, enter the appropriate code (C, S, or P) for the tax 
classification of the LLC, unless it is a disregarded entity. A disregarded entity should instead check the appropriate 
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3b If on line 3a you checked “Partnership” or “Trust/estate,” or checked “LLC” and entered “P” as its tax classification, 

and you are providing this form to a partnership, trust, or estate in which you have an pri interest, check 

this box if you have any foreign partners, owners, or beneficiaries. See instructions . ‘i A kth Gh as   

4 Exemptions (codes apply only to 
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see instructions on page 3): 

Exempt payee code (if any) 
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6 City, state, and ZIP code 

  

Requester's name and address (optional) 

  
7 List account number(s) here (optional)   
  

Taxpayer Identification Number (TIN)   
| Social security number   Enter your TIN in the appropriate box. The TIN provided must match the name given on line 1 to avoid   

backup withholding. For individuals, this is generally your social security number (SSN). However, for a 

resident alien, sole proprietor, or disregarded entity, see the instructions for Part |, later. For other     entities, it is your employer identification number (EIN). If you do not have a number, see How to get a 
TIN, later. OF   

Employer identification number 
  

Note: If the account is in more than one name, see the instructions for line 1. See also What Name and 
Number To Give the Requester for guidelines on whose number to enter.                         

Part Il Certification   
Under penalties of perjury, | certify that: 

1. The number shown on this form is my correct taxpayer identification number (or | am waiting for a number to be issued to me); and 

2. | am not subject to backup withholding because (a) | am exempt from backup withholding, or (b) | have not been notified by the Internal Revenue 
Service (IRS) that | am subject to backup withholding as a result of a failure to report all interest or dividends, or (c) the IRS has notified me that | am 
no longer subject to backup withholding; and 

3. | am a U.S. citizen or other U.S. person (defined below); and 

4. The FATCA code(s) entered on this form (if any) indicating that | am exempt from FATCA reporting is correct. 

Certification instructions. You must cross out item 2 above if you have been notified by the IRS that you are currently subject to backup withholding 
because you have failed to report all interest and dividends on your tax return. For real estate transactions, item 2 does not apply. For mortgage interest paid, 
acquisition or abandonment of secured property, cancellation of debt, contributions to an individual retirement arrangement (IRA), and, generally, payments 
other than interest and dividends, you are not required to sign the certification, but you must provide your correct TIN. See the instructions for Part Il, later.   
Sign 
Here 

Signature of 

U.S. person Date     

General Instructions New line 3b has been added to this form. A flow-through entity is 
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Section references are to the Internal Revenue Code unless otherwise 
noted. 
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related to Form W-9 and its instructions, such as legislation enacted 
after they were published, go to www.irs.gov/FormW9. 
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Line 3a has been modified to clarify how a disregarded entity completes 
this line. An LLC that is a disregarded entity should check the 
appropriate box tor the tax classification of its owner. Otherwise, it 
should check the “LLC” box and enter its appropriate tax classification. 

foreign partners, owners, or beneficiaries when it provides the Form W-9 
to another flow-through entity in which it has an ownership interest. This 
change is intended to provide a flow-through entity with information 
regarding the status of its indirect foreign partners, owners, or 
beneficiaries, so that it can satisfy any applicable reporting 
requirements. For example, a partnership that has any indirect foreign 
partners may be required to complete Schedules K-2 and K-3. See the 
Partnership Instructions for Schedules K-2 and K-3 (Form 1065). 

Purpose of Form 

An individual or entity (Form W-9 requester) who is required to file an 
information return with the IRS is giving you this form because they 
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CONSENT TO ELECTRONIC SIGNATURES AND/OR DELIVERY 

Instead of (i) receiving paper copies of the Memorandum, this Agreement and any other exhibits, amendments 
and supplements thereto (collectively, the “Offering Documents”), as well as any annual reports and other investor 
communications and reports (collectively, “Investor Communications”), and (ii) providing wet signatures to the 
documents required for you to acquire Interests in the Trust as set forth in the Offering Documents, you may elect to 
receive electronic delivery of such materials and to provide your signatures electronically.  If you would like to 
consent to electronic delivery of the Offering Documents and Investor Communications and/or the use of electronic 
signatures for the Offering Documents, please check the applicable box(es) below and sign where indicated. 

By consenting to electronic delivery and/or electronic signatures, you will be responsible for your customary 
internet service provider charges and may be required to download software in connection with access to Offering 
Documents and Investor Communications and providing electronic signatures. 

By consenting below to electronic delivery you (i) authorize the Trust and/or its agent to deliver the Offering 
Documents and Investor Communications directly to you electronically, including via email or the Trust’s website 
and (ii) understand and agree that the Offering Documents and Investor Communications are confidential and you 
cannot send or discuss their contents with any other persons (other than your legal, tax or financial advisors in 
seeking advice on whether to make the investment).  Your consent to electronic delivery will be of an unlimited 
duration and you will not receive paper copies of these electronic materials unless (a) specifically requested by you, 
(b) you inform the Trust that you revoke your consent to electronic delivery, (c) the delivery of electronic materials is 
prohibited or (d) the Company, in its sole discretion, elects to send paper copies of materials. 

By consenting to use of electronic signatures, you understand and agree that (i) your electronic signature will 
constitute an “electronic signature” as defined in the Electronic Signatures in Global and National Commerce Act of 
2000 and is the electronic representation of your signature for all purposes when executing documents, including 
legally binding contracts, just the same as a pen and paper signature or initial, (ii) no certification or other third party 
verification is necessary to validate your electronic signature and that the lack of such certification or third party 
verification will not in any way affect the enforceability of your signature and (iii) your electronic signature executed 
in conjunction with the electronic submission of this Agreement and any other Offering Documents shall be legally 
binding and such transaction shall be considered authorized by you and you consent to be legally bound by their 
terms and conditions. 

You understand that you are not required to consent to electronic delivery and/or electronic signatures, and 
you may withdraw your consent at any time.  You may request a paper copy of these electronic materials, update 
your email address and/or withdraw your consent to electronic delivery and/or signatures by written notice to the 
Trust at ATTN: ARCTRUST Exchange ST LLC, 1401 Broad Street, Clifton, New Jersey 07011. 

I consent to electronic delivery ☐

I consent to the use of electronic signatures ☐ 

Email Address:  
(If blank, the email provided Contact Information of the Purchaser Questionnaire will be 
used.) 

Date:  
Signature 

Print Name 
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ARCTRUST EXCHANGE DST 
PURCHASE AGREEMENT 

This Purchase Agreement (this “Agreement”) is made and effective as of the date the Seller 
executes this Agreement (the “Effective Date”) by and between ARCTRUST Exchange DST, a Delaware 
statutory trust (the “Seller”), and ____________________________________ (the “Buyer”), with 
reference to the facts set forth below.  All terms with initial capital letters not otherwise defined herein shall 
have the meanings set forth in Section 7. 

RECITALS 

A. The Seller owns those certain properties as set forth on Exhibit A attached hereto and 
incorporated herein and the improvements situated thereon (collectively, the “Projects”). 

B. The Projects are subject to the Loan Documents and to the Leases. 

C. The Seller desires to sell and the Buyer desires to buy Class A Beneficial Interests in the 
Seller (each Class A Beneficial Interest representing 0.00861% of the outstanding beneficial interests, an 
“Interest”) on the terms and conditions set forth in this Agreement.  This sale is made pursuant to the 
Memorandum. 

D. The Buyer understands that the Purchase Price (as defined below) received by the Seller 
will be applied towards the redemption of the Class B beneficial interests in the Seller owned by the 
Depositor. 

NOW, THEREFORE, in consideration of the mutual agreements set forth herein and for other 
valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the parties agree as 
set forth below. 

1. Agreement of Purchase and Sale. 

1.1 Purchase, Sale and Purchase Price.  In consideration of the covenants herein 
contained, the Seller hereby agrees to sell, and the Buyer hereby agrees to purchase, ________ Interest(s) 
(the “Buyer’s Interest”), at a purchase price of $_____________ (the “Purchase Price”).  One Interest is 
being sold at $1,000 of equity for each Interest, which represents a 0.00861% beneficial interest in the 
Seller.  Each beneficial interest in the Seller also includes an additional allocation of $762.18 in debt. 

1.2 Payment.  The Buyer shall pay the Purchase Price as follows: 

1.2.1 If the Buyer’s subscription is accepted by the Seller (and if applicable, the 
Lender), the Buyer shall deposit Cash with the Trust on or before 1 Business Day before the Closing Date 
(the first day of such 5-day period being referred to as the “Funding Date”) in an amount equal to the 
Purchase Price.  The Seller shall provide the Buyer written notice of the Funding Date at least 2 Business 
Days prior to the Funding Date.  In the event the Buyer fails to deposit the Purchase Price in accordance 
with this Section 1.2.1, the Seller shall have the right to terminate this Agreement. 

1.2.2 Concurrently with the execution and delivery of this Agreement, the Buyer 
shall execute, acknowledge (where appropriate) and deposit with the Seller (i) the Purchaser Questionnaire 
(ii) the signature page for the Trust Agreement in the form attached to the Trust Agreement (and which is 
attached hereto as Exhibit B), and (iii) such other documents as may be required by the Seller or the Lender. 
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2. Closing. 

2.1 Closing Conditions. 

2.1.1 This Agreement and the obligations of the parties hereunder are subject to 
satisfaction or waiver (by the party in whose favor the condition precedent has been established) of all the 
conditions precedent set forth below.  If any of the following conditions precedent are neither satisfied nor 
waived by the Closing Date, then the Seller may terminate this Agreement in accordance with Section 2.3. 

2.1.2 The Manager and, if required by the Lender, the Lender shall have 
approved the Buyer’s entering into the Trust Agreement with respect to the purchase of the Buyer’s Interest. 

2.2 Closing.  The closing shall occur on the Closing Date. 

2.3 Failure to Close without Default.  If the Purchase Price as required under 
Section 1.2.1 is not received by the Seller by 5:00 p.m. Eastern Standard Time on the Funding Date for any 
reason other than the default of either the Buyer or the Seller under this Agreement, either the Buyer or the 
Manager, on behalf of the Seller, may terminate this Agreement by written notice to the other party.  If this 
Agreement is so terminated, the Buyer and the Seller shall be released from their obligations under this 
Agreement, other than any obligations of the Buyer that survive the termination of this Agreement. 

2.4 Seller’s Deliveries After Closing.  The Seller shall deliver to the Buyer, within a 
reasonable time after the Closing Date, a confirmation statement reflecting the Buyer’s purchase of the 
Buyer’s Interest, which shall serve as evidence of the Buyer’s ownership interest in the Seller. 

3. Distribution of Funds and Documents. 

3.1 Disbursements.  On the Closing Date, the Trust shall apply the Cash portion of the 
purchase price to the purchase of the Interests by Buyer. 

3.2 Documents.  The Seller will, at the Closing Date, deliver by United States mail (or 
will hold for personal pickup, if requested) each document received hereunder by the Seller to the payee or 
person (i) acquiring rights under said document or (ii) for whose benefit said document was acquired. 

4. Buyer Representations and Warranties. 

4.1 PURCHASE AS-IS.  AS FURTHER PROVIDED IN THE MEMORANDUM, 
THE BUYER REPRESENTS AND WARRANTS THAT IT IS RELYING SOLELY UPON ITS OWN 
INSPECTIONS, INVESTIGATIONS AND ANALYSES OF THE PROJECTS IN ENTERING INTO 
THIS AGREEMENT AND THE BUYER IS NOT RELYING IN ANY WAY UPON ANY 
REPRESENTATIONS, STATEMENTS, AGREEMENTS, WARRANTIES, STUDIES, REPORTS, 
DESCRIPTIONS, GUIDELINES OR OTHER INFORMATION OR MATERIAL FURNISHED BY THE 
SELLER, THE DEPOSITOR OR THE MANAGER OR ANY OF THEIR REPRESENTATIVES, 
WHETHER ORAL OR WRITTEN, EXPRESS OR IMPLIED, OF ANY NATURE WHATSOEVER 
REGARDING ANY SUCH MATTERS AND IS PURCHASING THE BUYER’S INTEREST IN AN 
“AS-IS,” “WHERE-IS” CONDITION.  THE BUYER IS A SOPHISTICATED, EXPERIENCED 
INVESTOR AND WILL RELY ENTIRELY ON ITS OWN REVIEW OF THE SELLER AND THE 
PROJECTS.  THE BUYER ACKNOWLEDGES THAT, PRIOR TO THE DATE OF THIS 
AGREEMENT, THE BUYER HAS HAD THE OPPORTUNITY TO CONDUCT ANY AND ALL 
PHYSICAL INSPECTIONS OF THE PROJECTS AS THE BUYER DEEMS NECESSARY, TO 
REVIEW AND APPROVE EACH OF THE TRANSACTION DOCUMENTS, AND TO REVIEW AND 
APPROVE ANY OTHER INFORMATION THE BUYER HAS REQUESTED.  THE BUYER 
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ACKNOWLEDGES THAT THE SELLER ONLY RECENTLY ACQUIRED THE PROJECTS AND THE 
SELLER AND THE MANAGER HAVE LIMITED KNOWLEDGE REGARDING THE CONDITION 
OF THE PROJECTS. 

4.2 FEDERAL INCOME TAX CONSEQUENCES. 

4.2.1 AS FURTHER PROVIDED IN THE MEMORANDUM, THE BUYER 
REPRESENTS AND WARRANTS THAT (i) THE BUYER UNDERSTANDS THAT THE TAX 
CONSEQUENCES OF AN INVESTMENT IN AN INTEREST, ESPECIALLY THE TREATMENT OF 
THE TRANSACTION UNDER CODE SECTION 1031 AND THE RELATED “1031 EXCHANGE” 
RULES, ARE COMPLEX AND VARY WITH THE FACTS AND CIRCUMSTANCES OF EACH 
INDIVIDUAL PURCHASER, (ii) THE BUYER UNDERSTANDS AND IS AWARE THAT THERE 
ARE SUBSTANTIAL UNCERTAINTIES REGARDING THE TREATMENT OF AN INTEREST AS 
REAL ESTATE FOR INCOME TAX PURPOSES, (iii) THE BUYER  HAS READ THE ENTIRE 
MEMORANDUM AND FULLY UNDERSTANDS THAT THERE IS A SIGNIFICANT RISK THAT 
AN INTEREST WILL NOT BE TREATED AS REAL ESTATE FOR INCOME TAX PURPOSES, 
(iv) THE BUYER HAS INDEPENDENTLY OBTAINED ADVICE FROM ITS LEGAL COUNSEL 
AND/OR ACCOUNTANT REGARDING ANY TAX-DEFERRED EXCHANGE UNDER CODE 
SECTION 1031, INCLUDING, WITHOUT LIMITATION, WHETHER THE ACQUISITION OF AN 
INTEREST MAY QUALIFY AS PART OF A TAX-DEFERRED EXCHANGE, (v) THE BUYER 
UNDERSTANDS THAT THE SELLER WILL NOT OBTAIN A RULING FROM THE IRS THAT AN 
INTEREST WILL BE TREATED AS AN UNDIVIDED INTEREST IN REAL ESTATE FOR FEDERAL 
INCOME TAX PURPOSES AND (vi) THE BUYER UNDERSTANDS THAT THE OPINION OF 
COUNSEL ISSUED TO THE SELLER (THE “TAX OPINION”) IS ONLY COUNSEL’S VIEW OF THE 
ANTICIPATED TAX TREATMENT AND THAT THERE IS NO GUARANTY THAT THE IRS WILL 
AGREE WITH SUCH OPINION. 

4.2.2 THE BUYER ACKNOWLEDGES AND AGREES THAT IN THE 
EVENT THAT THE BUYER AND ANY OTHER PERSON WHO HAS ACQUIRED AN INTEREST IN 
THE SELLER BRINGS ANY CLAIM OR CAUSE OF ACTION AGAINST DLA PIPER LLP (US) WITH 
RESPECT TO THE MATTERS SET FORTH IN THE TAX OPINION OR OTHERWISE RELATING 
TO THE OFFERING, THAT DLA PIPER LLP (US) SHALL HAVE THE RIGHT, AT ITS ELECTION, 
TO CONSOLIDATE SUCH CLAIMS AND/OR CAUSES OF ACTION INTO ONE CLAIM OR CAUSE 
OF ACTION AND IN SUCH EVENT DLA PIPER LLP (US) SHALL NOT BE OBLIGATED TO 
SEPARATELY LITIGATE ANY SUCH CLAIMS OR CAUSES OF ACTION WITH THE HOLDERS 
OF THE INTERESTS IN THE SELLER.  THE BUYER FURTHER ACKNOWLEDGES AND AGREES 
THAT THE BUYER IS RESPONSIBLE FOR ITS INDIVIDUAL TAX CIRCUMSTANCES AND ONLY 
THE OPINION SET FORTH IN THE TAX OPINION MAY BE RELIED UPON BY THE BUYER. 

4.3 Commissions.  The parties mutually warrant and covenant that, other than 
commissions and fees described in the Memorandum, to be paid by the Depositor in accordance with a 
separate agreement, no brokerage commissions, finder’s fees or similar commissions or fees shall be due 
or payable on account of this transaction.  Each party shall indemnify, protect, defend (with legal counsel 
acceptable to the other) and hold the other harmless from the claims for such commission or finder’s fees 
or similar commissions or fees arising out of the actions of the indemnifying party, including, without 
limitation, attorneys’ fees incurred in connection therewith or to enforce this indemnity, which indemnities 
shall survive the Closing Date (or if none the purchase of the Interest). 

4.4 Additional Buyer Representations and Warranties.  The Buyer hereby represents 
and warrants to the Seller that all representations and warranties contained in the Purchaser Questionnaire 
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and all of the following representations and warranties contained in this Section 4.4, are true and correct as 
of the date of this Agreement and as of the Closing Date. 

4.4.1 That (i) to the extent applicable, the execution, delivery and performance 
of this Agreement and the Trust Agreement (a) have been duly authorized by the Buyer, (b) do not require 
the Buyer to obtain any consent or approval that have not been obtained and (c) do not contravene or result 
in a default under (1) any provision of any law or regulation applicable to the Buyer, (2) the governing 
documents of the Buyer or (3) any agreement or instrument to which the Buyer is a party or by which the 
Buyer is bound and (ii) this Agreement and the Trust Agreement are valid, binding and enforceable against 
the Buyer in accordance with their terms. 

4.4.2 The Buyer acknowledges that it has received, read and fully understands 
the Memorandum and all attachments and exhibits thereto.  The Buyer acknowledges that it is basing its 
decision to invest in the Buyer’s Interest on the Memorandum and any exhibits and attachments thereto and 
the Buyer has relied only on the information contained in said materials and has not relied upon any 
representations made by any other person.  The Buyer recognizes that an investment in the Buyer’s Interest 
is speculative and involves substantial risk and the Buyer is fully cognizant of and understands all of the 
risks related to the purchase of the Buyer’s Interest, including, but not limited to, those risks set forth in the 
section of the Memorandum entitled “Risk Factors.” 

4.4.3 The Buyer’s overall commitment to investments that are not readily 
marketable is not disproportionate to its individual net worth, and its investment in the Buyer’s Interest will 
not cause such overall commitment to become excessive.  The Buyer has adequate means of providing for 
its financial requirements, both current and anticipated, and has no need for liquidity in this investment.  
The Buyer can bear and is willing to accept the economic risk of losing its entire investment in the Buyer’s 
Interest. 

4.4.4 All information that the Buyer has provided to the Seller concerning the 
Buyer’s suitability to invest in the Buyer’s Interest is complete, accurate and correct as of the date of its 
signature on the last page of this Agreement.  The Buyer hereby agrees to notify the Seller immediately of 
any material change in any such information occurring prior to the Closing Date, including any information 
about changes concerning its net worth and financial position. 

4.4.5 The Buyer has had the opportunity to ask questions of, and receive answers 
from, the Seller and its officers, directors, members and employees concerning the Projects and the terms 
and conditions of the offering of the Buyer’s Interest, and to obtain any additional information deemed 
necessary to verify the accuracy of the information contained in the Memorandum.  The Buyer has been 
provided with all materials and information requested by either the Buyer or others representing the Buyer, 
including any information requested to verify any information furnished to the Buyer. 

4.4.6 The Buyer is purchasing the Buyer’s Interest for the Buyer’s own account 
and for investment purposes only and has no present intention, agreement or arrangement for the 
distribution, transfer, assignment, resale or subdivision of the Buyer’s Interest.  The Buyer understands that, 
due to the restrictions referred to in Section 4.4.9, and the lack of any market existing or to exist for the 
Buyer’s Interest, the Buyer’s investment in the Buyer’s Interest will be highly illiquid and may have to be 
held indefinitely. 

4.4.7 The Buyer understands that the Interests are subject to restrictions on 
distribution, transfer, resale, assignment or subdivision of the Buyer’s Interest imposed by applicable 
federal and state securities laws.  The Buyer is fully aware that the Buyer’s Interest has not been registered 
with the Securities and Exchange Commission in reliance on the exemption specified in Regulation D which 
reliance is based in part upon the Buyer’s representations set forth herein.  The Buyer understands that the 
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Buyer’s Interest has not been registered under applicable state securities laws and is being offered and sold 
pursuant to the exemptions specified in said laws, and unless it is registered, it may not be re-offered for 
sale or resold except in a transaction or as a security exempt under those laws.  The Buyer further 
understands that the specific approval of such resales by the state securities administrator may be required 
in some states. 

4.4.8 The Buyer understands that none of the Seller, the Depositor or the 
Manager, or their respective officers, directors, employees, members or affiliates, nor any of their respective 
legal counsel or advisors, represents the Buyer in any way in connection with the purchase of the Buyer’s 
Interest and the entering into any of the related agreements associated with the purchase, including, but not 
limited to, this Agreement and the Trust Agreement.  The Buyer also understands that legal counsel to the 
Seller, the Depositor, the Manager and their affiliates does not represent, and shall not be deemed under the 
applicable codes of professional responsibility to have represented or to be representing, the Buyer.  The 
Buyer has been afforded the opportunity to retain the services of an independent investment advisor, 
attorney or accountant to read all of the documents furnished or made available by the Seller, the Depositor 
or the Manager both to the Buyer and all other prospective investors and to evaluate the merits and risks of 
such an investment on the Buyer’s behalf. 

4.4.9 THE BUYER’S INTEREST OFFERED HEREBY HAS NOT BEEN 
REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED, OR THE SECURITIES 
LAWS OF CERTAIN STATES AND IS BEING OFFERED AND SOLD IN RELIANCE ON 
EXEMPTIONS FROM THE REGISTRATION REQUIREMENTS OF SAID ACT AND SUCH LAWS.  
THE BUYER’S INTEREST IS SUBJECT TO RESTRICTIONS ON TRANSFERABILITY AND 
RESALE AND MAY NOT BE TRANSFERRED OR RESOLD EXCEPT AS PERMITTED UNDER 
SAID ACT AND SUCH LAWS PURSUANT TO REGISTRATION OR EXEMPTION THEREFROM.  
THE BUYER’S INTEREST HAS NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES 
AND EXCHANGE COMMISSION, ANY STATE SECURITIES COMMISSION OR OTHER 
REGULATORY AUTHORITY, NOR HAVE ANY OF THE FOREGOING AUTHORITIES PASSED 
UPON OR ENDORSED THE MERITS OF THIS OFFERING OR THE ACCURACY OR ADEQUACY 
OF THE MEMORANDUM.  ANY REPRESENTATION TO THE CONTRARY IS UNLAWFUL. 

4.4.10 The Buyer is an “accredited investor” as such term is defined in Rule 501 
of Regulation D promulgated under the Securities Act and has the legal capacity to enter into this document 
and all documents related to the purchase of the Interests. 

4.4.11 The Buyer is not and shall not be (i) listed on the Specially Designated 
Nationals and Blocked Persons List maintained by the Office of Foreign Asset Control, Department of the 
Treasury (“OFAC”) pursuant to Executive Order No. 133224, 66 Fed. Reg. 49079 (September 25, 2001) 
and/or on any other list of terrorists or terrorist organizations maintained pursuant to any of the rules and 
regulations of OFAC or pursuant to any other applicable enabling legislation or other Executive Orders in 
respect thereof (such lists are collectively referred to as “Lists”), (ii) owned or controlled by, nor act for or 
on behalf of, any person or entity on the Lists or (iii) transfer or permit the transfer of any of the Buyer’s 
Interest to any person who is or whose beneficial owners are listed on the Lists. 

4.4.12 The Buyer (i) has such knowledge and experience in financial and 
business matters that the Buyer is personally capable of evaluating the Projects and the merits and risks of 
an investment in the Buyer’s Interest and the Projects and has the ability to protect its own interests in 
connection with such investment, and the Buyer has not relied on an investment advisor in evaluating such 
risks and merits or (ii) has employed the services of an independent investment advisor, attorney or 
accountant to read all of the documents furnished or made available by the Seller or the Manager both to 
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the Buyer and all other prospective investors and to evaluate the merits and risks of such an investment on 
the Buyer’s behalf. 

4.4.13 Within 5 days after receipt of a written request from the Seller, the 
undersigned agrees to provide such information and to execute and deliver such documents as may be 
reasonably necessary to comply with any and all laws and regulations to which the Seller is subject. 

4.5 Survival.  The representations and warranties of the Buyer set forth herein above 
shall survive the Closing Date or termination of this Agreement. 

4.6 Indemnification.  The Buyer hereby agrees to indemnify, defend and hold harmless 
the Seller, the Depositor, the Manager and all of their shareholders, officers, directors, affiliates, members 
and advisors from any and all damages, losses, liabilities, costs and expenses (including reasonable 
attorneys’ fees) that they may incur by reason of the Buyer’s failure to fulfill all of the terms and conditions 
of this Agreement or by reason of the untruth or inaccuracy of any of the representations, warranties or 
agreements contained herein or in any other documents the Buyer has furnished to any of the foregoing in 
connection with this transaction.  This indemnification includes, but is not limited to, any damages, losses, 
liabilities, costs and expenses (including reasonable attorneys’ fees) incurred by the Seller, the Depositor 
or the Manager, or any of their shareholders, officers, directors, members, affiliates or advisors, defending 
against any alleged violation of federal or state securities laws which is based upon or related to any untruth 
or inaccuracy of any of the representations, warranties or agreements contained herein or in any other 
documents the Buyer has furnished to any of the foregoing in connection with this transaction. 

5. Seller’s Representations and Warranties. 

5.1 Status.  The Seller is a validly formed and existing statutory trust under the laws 
of the State of Delaware. 

5.2 Issuance.  When issued, authenticated and delivered by the Seller and paid for by 
the Buyer pursuant to the provisions of this Agreement and of the Trust Agreement, the Buyer’s Interest 
will be duly and validly issued and outstanding and entitled to the benefits provided by the Trust Agreement, 
except as such enforceability may be limited by the effect of (i) bankruptcy, insolvency, reorganization, 
receivership, moratorium or other similar laws affecting the enforcement of the rights of creditors generally, 
and (ii) general principles of equity, whether enforcement is sought in a proceeding in equity or at law. 

6. General Provisions. 

6.1 Interpretation.  The use herein of (i) the neuter gender includes the masculine and 
the feminine, (ii) the singular number includes the plural, whenever the context so requires and (iii) the 
words “I” and “me” include “we” and “us” if the Buyer is more than one person.  Captions in this Agreement 
are inserted for convenience of reference only and do not define, describe or limit the scope or the intent of 
this Agreement or any of the terms hereof.  All exhibits referred to herein and attached hereto are 
incorporated by reference.  This Agreement together with the other Transaction Documents contain the 
entire agreement between the parties relating to the transactions contemplated hereby, and all prior or 
contemporaneous agreements, understandings, representations and statements, oral or written, are merged 
herein. 

6.2 Modification.  No modification, waiver, amendment, discharge or change of this 
Agreement shall be valid unless the same is in writing and signed by the party against which the 
enforcement thereof is or may be sought. 
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6.3 Cooperation.  The Buyer and the Seller acknowledge that it may be necessary to 
execute documents other than those specifically referred to herein to complete the acquisition of the Buyer’s 
Interest as provided herein.  The Buyer and the Seller agree to cooperate with each other by executing such 
other documents or taking such other action as may be reasonably necessary to complete this transaction in 
accordance with the parties’ intent evidenced in this Agreement. 

6.4 Assignment of Agreement.  The Buyer shall not assign its rights under this 
Agreement without first obtaining the Seller’s written consent, which consent may be withheld in the 
Seller’s sole and absolute discretion.  No such assignment shall operate to release the assignor from the 
obligation to perform all obligations of the Buyer hereunder. 

6.5 Notices.  Unless otherwise specifically provided herein, all notices, demands or 
other communications given hereunder shall be in writing and shall be addressed as follows: 

If to the Seller: 

ARCTRUST Exchange DST  
c/o ARCTRUST Exchange ST LLC 
1401 Broad Street 
Clifton, New Jersey 07011 

If to the Buyer, to the Buyer’s Address. 

Either party may change such address by written notice to the other party.  Unless otherwise specifically 
provided for herein, all notices, payments, demands or other communications given hereunder shall be 
deemed to have been duly given and received (i) upon personal delivery, (ii) as of the third Business Day 
after mailing by United States mail, postage prepaid, addressed as set forth above, or (iii) the immediately 
succeeding Business Day after deposit with Federal Express or other similar overnight delivery system. 

6.6 Eminent Domain.  If, prior to the Closing Date, (i) a Project is taken or 
appropriated by any public or quasi-public authority under the power of eminent domain, (ii) there is a 
partial taking of a Project that materially and adversely affects the ability to operate such Project or (iii) the 
Seller, the Depositor or the Manager receives actual notice of any pending or threatened condemnation 
proceedings that will materially and adversely affect the ability to operate a Project, then the Buyer may 
terminate this Agreement without further liability hereunder and the parties shall proceed in accordance 
with Section 2.3. 

6.7 Loss or Damage.  The Buyer shall have the right to terminate this Agreement in 
the event of any loss or damage to a Project, without further liability hereunder, and the parties shall proceed 
in accordance with Section 2.3. 

6.8 Periods of Time.  All time periods referred to in this Agreement include all 
Saturdays, Sundays and state or United States holidays, unless Business Days are specified, provided that 
if the date or last date to perform any act or give any notice with respect to this Agreement falls on a 
Saturday, Sunday or state or national holiday, such act or notice may be timely performed or given on the 
next succeeding Business Day. 

6.9 Counterparts.  This Agreement may be executed in counterparts, all of which when 
taken together shall be deemed fully executed originals. 

6.10 Attorneys’ Fees.  Except with respect to Section 6.19, if either party commences 
litigation for the judicial interpretation, enforcement, termination, cancellation or rescission hereof, or for 
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damages (including liquidated damages) for the breach hereof against the other party, then, in addition to 
any or all other relief awarded in such litigation, the prevailing party therein shall be entitled to a judgment 
against the other for an amount equal to reasonable attorneys’ fees and court and other costs incurred.  The 
prevailing party shall be determined by either the officiating judge in the matter or by the presiding judge 
of the Passaic County, New Jersey Court. 

6.11 Joint and Several Liability.  If any party consists of more than one person or entity, 
the liability of each such person or entity signing this Agreement shall be joint and several. 

6.12 Choice of Law.  This Agreement shall be construed and enforced in accordance 
with the internal laws of the State of New Jersey, without regard to conflict of laws principles that would 
result in the application of any other law, except as otherwise provided herein or as to the type of registration 
of ownership of the Buyer’s Interest, which shall be construed in accordance with the state of principal 
residence of the Buyer. 

6.13 Venue.  Any action relating to or arising out of this Agreement shall be brought 
only in a court of competent jurisdiction located in Passaic County, New Jersey. 

6.14 Time.  Time is of the essence to this Agreement. 

6.15 Third Party Beneficiaries.  The Buyer and the Seller do not intend to benefit any 
party that is not a party to this Agreement other than the Depositor and the Manager, each of whom shall 
be a third-party beneficiary of this Agreement with respect to Section 4, and, except as so provided, no 
party that is not a party to this Agreement shall be deemed to be a third party beneficiary of this Agreement 
or any provision hereof. 

6.16 Severability.  If any term, covenant, condition, provision or agreement herein 
contained is held to be invalid, void or otherwise unenforceable by any court of competent jurisdiction, 
such fact shall in no way affect the validity or enforceability of the other portions of this Agreement. 

6.17 Election to Effect a Code Section 1031 Exchange.  In the event the Buyer so elects, 
the Seller agrees to accommodate the Buyer in effecting a tax-deferred exchange under Code Section 1031, 
as amended.  The Buyer shall have the right to elect a tax-deferred exchange at any time prior to the Closing 
Date.  If the Buyer elects to effect a tax-deferred exchange, the Seller agrees to execute revised or additional 
escrow instructions, documents, agreements, or instruments to effect the exchange, provided that the Seller 
shall incur no additional costs, expenses, fees or liabilities, nor shall the closing be delayed, as a result of 
the exchange.  The Buyer may assign this Agreement to an accommodator in order to effect such exchange 
and thereafter, such assignee will perform the Buyer’s obligations under this Agreement. 

6.18 Binding Agreement.  Subject to any limitation on assignment set forth herein, all 
terms of this Agreement shall be binding upon, inure to the benefit of and be enforceable by the parties 
hereto and their respective legal representatives, successors and assigns. 

6.19 ARBITRATION OF DISPUTES. 

6.19.1 ALL CLAIMS SUBJECT TO ARBITRATION.  ANY DISPUTE, 
CONTROVERSY OR OTHER CLAIM ARISING UNDER, OUT OF OR RELATING TO THIS 
AGREEMENT OR ANY OF THE TRANSACTIONS CONTEMPLATED HEREBY, OR ANY 
AMENDMENT THEREOF, OR THE BREACH OR INTERPRETATION HEREOF OR 
THEREOF, SHALL BE DETERMINED AND SETTLED BY BINDING ARBITRATION IN 
PASSAIC COUNTY, NEW JERSEY, IN ACCORDANCE WITH APPLICABLE STATE LAW 
AND THE RULES AND PROCEDURES OF THE AMERICAN ARBITRATION ASSOCIATION.  
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THE PREVAILING PARTY SHALL BE ENTITLED TO AN AWARD OF ITS REASONABLE 
COSTS AND EXPENSES INCLUDING BUT NOT LIMITED TO ATTORNEY’S FEES.  ANY 
AWARD RENDERED THEREIN SHALL BE FINAL AND BINDING ON EACH AND ALL OF 
THE PARTIES THERETO AND THEIR PERSONAL REPRESENTATIVES, AND JUDGMENT 
MAY BE ENTERED THEREON IN ANY COURT OF COMPETENT JURISDICTION. 

6.19.2 WAIVER OF LEGAL RIGHTS.  BY INITIALING IN THE SPACE 
BELOW, THE PARTIES ACKNOWLEDGE AND AGREE TO HAVE ANY DISPUTE ARISING 
OUT OF THE MATTERS INCLUDED IN THIS ARTICLE DECIDED BY NEUTRAL 
ARBITRATION AS PROVIDED UNDER NEW JERSEY LAW AND THAT THEY ARE 
KNOWINGLY, INTENTIONALLY, AND VOLUNTARILY WAIVING ANY RIGHTS THEY 
MAY POSSESS TO HAVE THE DISPUTE LITIGATED IN A COURT OR BY JURY TRIAL.  THE 
PARTIES FURTHER ACKNOWLEDGE AND AGREE THAT THEY ARE WAIVING THEIR 
JUDICIAL RIGHTS TO DISCOVERY AND APPEAL EXCEPT TO THE EXTENT SUCH 
RIGHTS ARE SPECIFICALLY INCLUDED IN THIS SECTION.  IF EITHER PARTY REFUSES 
TO SUBMIT TO ARBITRATION AFTER EXECUTION OF THIS AGREEMENT AND 
INITIALING BELOW, SUCH PARTY MAY BE COMPELLED TO ARBITRATE UNDER NEW 
JERSEY LAW.  EACH PARTY’S AGREEMENT TO THIS SECTION IS VOLUNTARY.  THE 
PARTIES HAVE READ AND UNDERSTAND THE FOREGOING AND AGREE TO SUBMIT 
DISPUTES ARISING OUT OF THE MATTERS INCLUDED IN THIS SECTION TO NEUTRAL 
ARBITRATION.

Seller’s Initials Buyer’s Initials 

6.20 ACCEPTANCE OR REJECTION OF BUYER’S OFFER.  THIS AGREEMENT 
DOES NOT CONSTITUTE AN OFFER OF ANY KIND BY THE SELLER AND SHALL NOT BIND 
THE SELLER UNLESS DULY EXECUTED AND DELIVERED BY THE MANAGER ON BEHALF 
OF THE SELLER.  TO SUBMIT AN OFFER, THE BUYER SHALL DELIVER TO THE SELLER AN 
EXECUTED COPY OF THE PURCHASER QUESTIONNAIRE AND SHALL DELIVER TO THE 
SELLER 3 COMPLETED AND EXECUTED ORIGINALS OF THIS AGREEMENT.  THE SELLER 
SHALL HAVE 30 DAYS TO EITHER ACCEPT OR REJECT THE BUYER’S OFFER.  IF THE SELLER 
DOES NOT ACCEPT THE BUYER’S OFFER WITHIN SUCH 30-DAY PERIOD, THE OFFER SHALL 
BE DEEMED REJECTED, AND THIS AGREEMENT SHALL NOT BECOME EFFECTIVE. 

6.21 Legal Counsel.  The Buyer acknowledges and agrees that counsel representing any 
of the Seller, the Manager, the Depositor and their respective affiliates does not represent and shall not be 
deemed under the applicable codes of professional responsibility to have represented or to be representing 
the Buyer in any respect.  In addition, the Buyer consents to the Manager hiring counsel for the Projects 
who is also counsel to the Seller and its affiliates. 

7. Definitions. 

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

“Business Day” means any day other than a Saturday or Sunday or legal holiday 
in the State of New Jersey. 

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

“Buyer’s Address” shall be the address set forth on the signature page to this 
Agreement. 
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“Buyer’s Interest” shall have the meaning set forth in Section 1.1. 

“Cash” shall mean (i) currency of the United States of America, (ii) cashier’s 
check(s) currently dated and payable to the Seller, as required under this Agreement, drawn and paid 
through a New Jersey banking or savings and loan institution, tendered to the Seller, as required under this 
Agreement at least 1 additional Business Day before funds are otherwise required to be delivered under this 
Agreement, or (iii) an amount credited by wire transfer to the Seller’s bank account, as required under this 
Agreement. 

“Certificate” shall have the meaning set forth in the Recitals. 

“Closing Date” means that certain date selected by the Seller in its sole discretion 
as the date the purchase of the Interests is final. 

“Code” means the Internal Revenue Code of 1986, as amended. 

“Depositor” means ARCTRUST Exchange Holdings, LLC, a Delaware limited 
liability company. 

“Effective Date” shall have the meaning set forth in the introductory paragraph. 

“Funding Date” shall have the meaning set forth in Section 1.2.1. 

“Interest” shall have the meaning set forth in the Recitals. 

“Leases” means (i) with respect to the Project located at 1813 Westchester Drive, 
High Point, North Carolina, a lease agreement with Pinnacle, (ii) with respect to the Project located at 2630 
Eastchester Drive, High Point, North Carolina, a lease agreement with Pinnacle, (iii) with respect to the 
Project located at 831 Julian Avenue, Thomasville, North Carolina, a lease agreement with Pinnacle, (iv) 
with respect to the Project located at 3680 Highway 14, Millbrook, Alabama, a lease agreement with 
Alabama CVS, (v) with respect to the Project located at 2301 John Hawkins Parkway, Hoover, Alabama, a 
lease agreement with Alabama CVS, and (vi) with respect to the Project located at 885 Oakwood Road, 
Charleston, West Virginia, a lease agreement with West Virginia CVS Pharmacy, L.L.C., a West Virginia 
limited liability company, each together with all amendments, supplements and modifications thereto. 

“Lender” means Provident Bank. 

“Loan” means that certain loan from the Lender to the Seller in the principal 
amount of approximately $8,855,000, as evidenced and secured by the Loan Documents. 

“Loan Agreement” means the Loan Agreement dated as of February 17, 2026, 
between the Seller and the Lender, as amended from time to time. 

“Loan Documents” means the Loan Agreement and all other documents relating 
to the Loan.  

“Manager” means ARCTRUST Exchange ST LLC, a Delaware limited liability 
company, and the manager of the Seller in accordance with the Trust Agreement.  The Manager is acting 
solely in its capacity as manager of the Seller and not on its own behalf. 

“Memorandum” means that certain ARCTRUST Exchange DST Amended and 
Restated Confidential Private Placement Memorandum, dated September 1, 2026, as supplemented or 
amended. 
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“OFAC” means the Office of Foreign Asset Control, Department of the Treasury. 

“Projects” shall have the meaning set forth in the Recitals. 

“Purchase Price” shall have the meaning set forth in Section 1.1. 

“Purchaser Questionnaire” means the Purchaser Questionnaire in the form 
attached to the Memorandum. 

“Seller” means ARCTRUST Exchange DST, a Delaware statutory trust. 

“Transaction Documents” means this Agreement, the Purchaser Questionnaire, the 
Loan Documents and the Trust Agreement, as applicable. 

“Trust Agreement” means that certain Second Amended and Restated Trust 
Agreement of ARCTRUST Exchange DST in the form attached to the Memorandum. 
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IN WITNESS WHEREOF, this Agreement has been executed as of the Effective Date. 

SELLER: 

ARCTRUST Exchange DST, a Delaware 
statutory trust 

By: ARCTRUST Exchange ST LLC, a Delaware 
limited liability manager, its Manager 

By: ARCTRUST Capital Partners LLC, its 
sole Member

By:  
Gary S. Baumann 
President 

Dated:  

BUYER: 

Buyer’s Address: 

Street 

City, State, Zip Code 

Dated:  

PARTIES MUST ALSO INITIAL SECTION 6.19.2, EXECUTE THE SIGNATURE PAGE FOR 
THE TRUST AGREEMENT OF THE SELLER AND THE CLASS A OWNERS ATTACHED AS 

EXHIBIT B. 
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EXHIBIT A 

THE PROJECTS 

The Projects are: 

(1) That certain real property is located at 885 Oakwood Road, Charleston, West Virginia, and 
is more particularly described on Exhibit A of the Trust Agreement. 

(2) That certain real property is located at 3680 Alabama Route 14, Millbrook, Alabama, and 
is more particularly described on Exhibit A of the Trust Agreement. 

(3) That certain real property is located at 2301 John Hawkins Parkway, Hoover, Alabama, 
and is more particularly described on Exhibit A of the Trust Agreement. 

(4) That certain real property is located at 1813 Westchester Drive, High Point, North Carolina, 
and is more particularly described on Exhibit A of the Trust Agreement. 

(5) That certain real property is located at 2630 Eastchester Drive, High Point, North Carolina, 
and is more particularly described on Exhibit A of the Trust Agreement. 

(6) That certain real property is located at 831 Julian Avenue, Thomasville, North Carolina, 
and is more particularly described on Exhibit A of the Trust Agreement. 
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EXHIBIT B 

CLASS A OWNER SIGNATURE PAGE  

The undersigned has received and reviewed, with assistance from such legal, tax, investment, and 
other advisors and skilled persons as the undersigned has deemed appropriate, the Second Amended and 
Restated Trust Agreement of ARCTRUST Exchange DST dated August 25, 2026, by and among 
ARCTRUST Exchange Holdings LLC, a Delaware limited liability company, as Depositor, ARCTRUST 
Exchange ST LLC, a Delaware limited liability company, as Manager, and Delaware Trust Company, a 
Delaware corporation, as Trustee (the “Trust Agreement”), as may be further amended or supplemented 
from time to time, and hereby covenants and agrees to be bound by the Trust Agreement as an Owner.  All 
capitalized terms used herein, and not defined herein shall have the meanings given to such terms in the 
Trust Agreement. 

In connection with the purchase of the Class A Interest, the undersigned hereby represents and 
warrants that the undersigned is: 

(a) (1) a citizen or resident of the U.S. (including certain former citizens and former long-term 
residents), (2) a corporation (or other entity taxable as a corporation for U.S. federal income tax purposes) 
created or organized in or under the laws of the U.S. or any political subdivision thereof, (3) an estate, the 
income of which is subject to U.S. federal income taxation regardless of the source of such income or (4) a 
trust, if (i) the administration of the trust is subject to the primary supervision of a U.S. court and a U.S. 
person has authority to control all substantial decisions of the trust or (ii) the trust has a valid election in 
effect under applicable Treasury Regulations to be treated as a U.S. person; 

(b) not an employee benefit plan within the meaning of the Employee Retirement Income 
Security Act of 1974, as amended; and 

(c) an Accredited Investor, unless the undersigned is not required to be an Accredited Investor 
pursuant to the applicable state and federal securities laws (to be determined in the sole discretion of the 
Manager). 

[Signatures on Next Page] 
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If a Natural Person or Grantor Trust: 

SIGNATURE:   

Name (Print):   

SIGNATURE (of spouse or second investor):   

Name (Print):   

If other than a Natural Person (i.e. LLC, Partnership, Corporation): 

Name of Entity:  

SIGNATURE:  

Signatory Name (Print):  

Signatory Title:  

Name of Entity:  

SIGNATURE:  

Signatory Name (Print):  

Signatory Title:  
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EXHIBIT C 

SECOND AMENDED AND RESTATED TRUST AGREEMENT 



SECOND AMENDED AND RESTATED TRUST AGREEMENT 

OF 

ARCTRUST EXCHANGE DST 

DATED AS OF 

AUGUST 25, 2026 

BY AND AMONG 

ARCTRUST EXCHANGE HOLDINGS LLC 

AS THE DEPOSITOR 

AND 

ARCTRUST EXCHANGE ST LLC 

AS THE MANAGER, 

AND 

UNITED CORPORATE SERVICES, INC. 

AS THE TRUSTEE 

THE SECURITIES OFFERED HEREBY HAVE NOT BEEN REGISTERED UNDER THE 
U.S. SECURITIES ACT OF 1933 NOR APPROVED OR DISAPPROVED BY THE UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION NOR BY THE SECURITIES REGULATORY 
AUTHORITY OF ANY STATE, NOR HAS ANY COMMISSION OR AUTHORITY PASSED UPON 
OR ENDORSED THE MERITS OF THIS OFFERING OR THE ACCURACY OR ADEQUACY OF ANY 
DISCLOSURE MADE IN CONNECTION THEREWITH.  ANY REPRESENTATION TO THE 
CONTRARY IS A CRIMINAL OFFENSE.  THE SECURITIES OFFERED HEREBY MAY NOT BE 
RESOLD WITHOUT REGISTRATION UNDER THE SECURITIES ACT OF 1933 AND APPLICABLE 
STATE SECURITIES LAWS OR EXEMPTION THEREFROM. 
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SECOND AMENDED AND RESTATED TRUST AGREEMENT 
OF 

ARCTRUST EXCHANGE DST 
A DELAWARE STATUTORY TRUST 

This Second Amended and Restated Trust Agreement (this “Agreement”), dated as of August 25, 
2026 (the “Effective Date”) (as the same may be amended or supplemented from time to time), is made by 
and among ARCTRUST Exchange Holdings LLC, a Delaware limited liability company as the depositor 
hereunder (the “Depositor”), ARCTRUST Exchange ST LLC, a Delaware limited liability company, as the 
Manager, and United Corporate Services, Inc., a Delaware corporation, as Trustee.  Except as otherwise 
provided in this Agreement, defined terms shall have the meanings set forth in Section 1.

RECITALS 

A. On February 5, 2026, Depositor and the Trustee formed a statutory trust in accordance with 
the Act. 

B. The Depositor and the Trustee entered into a Trust Agreement dated as of February 5, 2026 
(the “Original Agreement”).  

C. The Depositor has agreed to acquire the Projects from the Sellers. 

D. The Depositor intends to (i) assign the Acquisition Agreements and (ii) contribute cash for 
the purchase of the Projects, in exchange for 100% of the Class B Interests, as set forth in the books and 
records of the Trust. 

E. To enable the Trust following such assignment to complete the purchase of the Projects, 
the Loan will be obtained from the Lender and the Sellers will assign the Leases to the Trust.

F. It is anticipated that Investors will acquire Class A Interests in the Trust in exchange for 
the payment of cash to the Trust and become Class A Owners in accordance with the provisions of this 
Agreement, which cash will be used by the Trust to redeem the Depositor’s Class B Interests on a 
proportionate basis.  Upon the sale of all of the remaining Class A Interests, the Depositor will no longer 
have any interest in the Trust and no Class B Interests will remain outstanding. 

G. The Projects will be acquired by the Trust on the Project Acquisition Date and afterwards 
will be owned solely by the Trust. 

H. The Trust has appointed the Trustee to undertake certain actions and perform certain duties 
pursuant to this Agreement. 

I. The Trust has appointed the Manager to undertake certain actions and perform certain 
duties pursuant to this Agreement. 

J. The Depositor, the Manager and the Trustee entered into the Amended and Restated Trust 
Agreement dated as of February 17, 2026 as amended by that certain First Amendment to the Amended 
and Restated Trust Agreement effective as of June 10, 2026 (collectively, the “A&R Agreement”) 

K. The parties now desire to amend and restate in its entirety the A&R Agreement. 

NOW, THEREFORE, in consideration of the mutual agreements herein contained and other good 
and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the parties 
hereby agree as follows: 

Docusign Envelope ID: B4A4BCAB-C242-8226-8326-87F584AED584



2 

1. Definitions.  Capitalized terms used in this Agreement that are not defined elsewhere in this 
Agreement have the following meanings: 

“A&R Agreement” has the meaning set forth in the Recitals. 

“Accredited Investor” has the meaning ascribed to it in Rule 501 of Regulation D promulgated by 
the U.S. Securities and Exchange Commission under its authority pursuant to the Securities Act. 

“Acquisition Agreements” means the agreements to purchase the Projects between the Depositor 
and the applicable Seller, and all amendments and supplements thereto, and all other documents and 
agreements executed in connection therewith or contemplated thereby. 

“Act” means Chapter 38 of Title 12 of the Delaware Code, 12 Del. C. §§ 3801 et seq., as the same 
may be amended from time to time. 

“Affected Project” has the meaning set forth in Section 9.2.3. 

“Affiliate” means, with respect to any Person, any other Person directly or indirectly controlling or 
controlled by or under direct or indirect common control with such Person.  For purposes of this definition, 
“control,” when used with respect to any Person, means the power to direct the management and policies 
of such Person, directly or indirectly, whether through the ownership of voting securities, by contract, or 
otherwise; and the terms “controlling” and “controlled” shall have meanings correlative to the foregoing. 

“Agreement” has the meaning set forth in the introductory paragraph hereof. 

“Alabama CVS” means Alabama CVS Pharmacy, L.L.C., an Alabama limited liability company. 

“ARCTRUST” means ARCTRUST Capital Partners, LLC, a Delaware limited liability company. 

“Beneficial Interest” means a beneficial interest in the Trust, as such term is used in the Act, which 
interests shall be Class A Interests and/or Class B Interests. 

“Business Day” is any day other than a Saturday, Sunday or legal holiday in the State of Delaware. 

“Certificate of Trust” means the certificate of trust of the Trust, filed with the Delaware Secretary 
of State on February 5, 2026. 

“Class A Interests” means the Beneficial Interests held by the Investors. 

“Class A Owners” means the registered holders of the Class A Interests. 

“Class B Interests” means the Beneficial Interests initially held by the Depositor. 

“Class B Owners” means the registered holders of the Class B Interests. 

“Code” means the Internal Revenue Code of 1986, as amended from time to time. 

“Conversion Date” means the date of the Conversion Notice. 

“Conversion Notice” means the notice, in substantially the form of Exhibit F, issued by the 
Depositor to the Manager. 

“Depositor” has the meaning set forth in the introductory paragraph hereof. 
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“Designated Trustee” has the meaning set forth in Section 4.5. 

“Effective Date” means the effective date of this Agreement as specified in the introductory 
paragraph hereof. 

“ERISA” means the Employee Retirement Income Security Act of 1974, as amended. 

“FMV Option” has the meaning set forth in Section 10.1. 

“Interest FMV” has the meaning set forth in Section 10.1. 

“Investors” mean the purchasers of the Class A Interests. 

“Lease(s)” mean (i) with respect to the Project located at 1813 Westchester Drive, High Point, 
North Carolina, a lease agreement with Pinnacle, (ii) with respect to the Project located at 2630 Eastchester 
Drive, High Point, North Carolina, a lease agreement with Pinnacle, (iii) with respect to the Project located 
at 831 Julian Avenue, Thomasville, North Carolina, a lease agreement with Pinnacle, (iv) with respect to 
the Project located at 3680 Highway 14, Millbrook, Alabama, a lease agreement with Alabama CVS, (v) 
with respect to the Project located at 2301 John Hawkins Parkway, Hoover, Alabama, a lease agreement 
with Alabama CVS, and (vi) with respect to the Project located at 885 Oakwood Road, Charleston, West 
Virginia, a lease agreement with West Virginia CVS Pharmacy, L.L.C., a West Virginia limited liability 
company, each together with all amendments, supplements and modifications thereto. 

“Lender” means Provident Bank. 

“Lender’s Termination Notice” has the meaning set forth in Section 9.2.1(b). 

“LLC Agreement” has the meaning set forth in Section 9.2.1(b). 

“Loan” means that certain loan from the Lender to the Trust in the principal amount of 
approximately $8,855,000, as evidenced and secured by the Loan Documents. 

“Loan Agreement” means the Loan Agreement dated as of February 17, 2026, between the Trust 
and the Lender, as amended from time to time. 

“Loan Documents” shall mean the Loan Agreement and all other documents relating to the Loan.  

“Manager” means ARCTRUST Exchange ST LLC, a Delaware limited liability company, or any 
successor Manager appointed pursuant to the terms of this Agreement, which entity shall be considered to 
be a trustee of the Trust. 

“Manager Expenses” has the meaning set forth in Section 5.4. 

“Manager Indemnified Persons” has the meaning set forth in Section 5.4. 

“Offering” means the offering and sale of the Class A Interests pursuant to the Confidential Private 
Placement Memorandum for Class A Interests in the Trust. 

“Offering Termination Date” means the Trust will offer the Interests until the earliest of (i) the sale 
of all of the Class A Interests, (ii) the first anniversary of the effective date of the Conversion Notice (as 
defined in the Trust Agreement) which may be extended for an additional 12 months in the sole discretion 
of the Trust or (iii)  the Trust terminates the Offering. 
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“Option Notice” has the meaning set forth in Section 10.1. 

“Option Termination Date” has the meaning set forth in Section 10.7. 

“Original Agreement” has the meaning set forth in the Recitals. 

“Owner” means each Person who, at the time of determination, holds a Beneficial Interest as 
reflected on the most recent Ownership Records. 

“Ownership Records” means the records maintained by the Manager, substantially in the form as 
set forth on Exhibit B, indicating from time to time the name, mailing address and Percentage Share of each 
Owner, which records shall be revised by the Manager contemporaneously to reflect the issuance of 
Beneficial Interests in accordance with this Agreement, changes in mailing addresses or other changes. 

“Percentage Share” means, for each Owner, the percentage of the aggregate Beneficial Interest in 
the Trust held by such Owner as reflected on the most recent Ownership Records.  For the avoidance of 
doubt, the sum of (a) the Percentage Share of the Class A Interests and (b) the Percentage Share of the Class 
B Interests at all times shall be 100%. 

“Permitted Investment” means short-term obligations of (or guaranteed by) the United States or 
any agency or instrumentality thereof and in certificates of deposit or interest-bearing bank accounts of any 
bank or trust companies having a minimum stated capital and surplus of $100,000,000.  All such obligations 
must mature prior to the next distribution date, and be held to maturity. 

“Person” means a natural person, corporation, limited partnership, general partnership, limited 
liability company, joint stock company, joint venture, association, company, trust, bank trust company, land 
trust, business trust, statutory trust or other organization, whether or not a legal entity, and a government or 
agency or political subdivision thereof. 

“Pinnacle” means Pinnacle Bank, a Tennessee banking corporation. 

“Project(s)” means that certain real property and improvements more particularly described on 
Exhibit A to this Agreement. 

(i) 885 Oakwood Road, Charleston, West Virginia; 
(ii) 3680 Alabama Route 14, Millbrook, Alabama; 
(iii) 2301 John Hawkins Parkway, Hoover, Alabama; 
(iv) 1813 Westchester Drive, High Point, North Carolina; 
(v) 2630 Eastchester Drive, High Point, North Carolina; and  
(vi) 831 Julian Avenue, Thomasville, North Carolina. 

“Project Acquisition Date” means the date on which the Projects are acquired by the Trust. 

“Purchase Agreement” means the agreement to be entered into by the Trust and each Investor with 
respect to the acquisition of the Class A Interests. 

“Reserves” has the meaning set forth in Section 7.1. 

“Secretary of State” means the Delaware Secretary of State. 

“Securities Act” means the Securities Act of 1933, as amended. 
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“Sellers” mean (i) with respect to the Projects located at 1813 Westchester Drive, High Point, North 
Carolina, 2630 Eastchester Drive, High Point, North Carolina, and 831 Julian Avenue, Thomasville, North 
Carolina, PNB Portfolio Owner LLC, (ii) with respect to the Project located at 3680 Highway 14, 
Millbrook, Alabama, SCP 2001A-CSF-4 LLC, a Delaware limited liability company, (iii) with respect to 
the Project located at 2301 John Hawkins Parkway, Hoover, Alabama, SCP 2001A-CSF-1 LLC, a Delaware 
limited liability company, and (iv) with respect to the Project located at 885 Oakwood Road, Charleston, 
West Virginia, J&D Rose Properties, LLC, a Delaware limited liability company. 

“Signature Page” has the meaning set forth in Section 6.7. 

“Springing LLC” has the meaning set forth in Section 9.2.1 or Section 9.2.2, as applicable. 

“Tenant(s)” mean (i) with respect to the Projects located at 1813 Westchester Drive, High Point, 
North Carolina, 2630 Eastchester Drive, High Point, North Carolina, and 831 Julian Avenue, Thomasville, 
North Carolina, Pinnacle, (ii) with respect to the Project located at 3680 Highway 14, Millbrook, Alabama, 
Alabama CVS, (iii) with respect to the Project located at 2301 John Hawkins Parkway, Hoover, Alabama, 
Alabama CVS, and (iv) with respect to the Project located at 885 Oakwood Road, Charleston, West 
Virginia, West Virginia CVS Pharmacy, L.L.C., a West Virginia limited liability company. 

“Termination Date” means February 1, 2035. 

“Transaction Documents” means this Agreement, the Purchase Agreements, the Acquisition 
Agreements, the Leases and the Loan Documents, together with any other documents to be executed in 
furtherance of the investment activities of the Trust. 

“Transfer Distribution” has the meaning given to such term in Section 9.2.1(b). 

“Treasury Regulations” means the Treasury Regulations promulgated by the U.S. Department of 
Treasury pursuant to its authority under the Code. 

“Trust” means ARCTRUST Exchange DST, a Delaware statutory trust continued by and in 
accordance with, and governed by, this Agreement. 

“Trust Estate” means all of the Trust’s right, title and interest in and to the Leases, the Projects, and 
any and all other property and assets (whether tangible or intangible) in which the Trust at any time has any 
right, title or interest. 

“Trustee” means United Corporate Services, Inc., a Delaware corporation, not in its individual 
capacity but solely as a trustee, or any successor trustee appointed as “Trustee” pursuant to this Agreement. 

“Trustee Expenses” has the meaning set forth in Section 4.2. 

“Trustee Indemnified Persons” has the meaning set forth in Section 4.2. 

2. General Matters. 

2.1 Organizational Matters. 

2.1.1 United Corporate Services, Inc. is hereby appointed as the Trustee, and United 
Corporate Services, Inc. hereby accepts such appointment. 

2.1.2 The Trustee has executed and filed the Certificate of Trust in the office of the 
Secretary of State on February 5, 2026.  The Trustee is authorized to execute and file in the office of the 
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Secretary of State such additional certificates as may from time to time be required under the Act or any 
other Delaware law and to execute, in such forms as may be furnished to the Trustee from time to time, and 
deliver to the Manager such additional certificates and documents, including an additional original 
Certificate of Trust, as the Manager determines are required by the state and local laws of the jurisdictions 
in which the Projects are located, so that the Manager may have such additional certificates and documents 
filed with the appropriate governmental entities. 

2.1.3 The name of the Trust is “ARCTRUST Exchange DST.”  Any reference to the 
Trust shall be a reference to the statutory trust formed pursuant to the Certificate of Trust and this 
Agreement and not to the Trustee, or the Manager individually or to the officers, agents or employees of 
the Trust, the Trustee, or the Manager. 

2.1.4 The principal office of the Trust, and such additional offices as the Manager may 
establish, shall be located at such places inside or outside of the State of Delaware as the Manager shall 
designate from time to time.  As of the Effective Date, the principal office of the Trust is located c/o the 
Manager at 1255 Broad Street, Suite 250, Clifton, New Jersey 07011. 

2.1.5 Legal title to the Trust Estate shall be vested in the Trust as a separate legal entity. 

2.2 Declaration of Trust and Statement of Intent. 

2.2.1 The Trustee hereby declares that the Trust Estate shall be held in trust for the 
benefit of the Owners upon the terms set forth in this Agreement. 

2.2.2 It is the intention of the parties that the Trust constitute a “statutory trust,” each 
Trustee (or Designated Trustee) is a “trustee,” the Manager is a trustee and an “agent” of the Trust, the 
Owners are “beneficial owners,” and this Agreement is the “governing instrument” of the Trust, each within 
the respective meaning provided in the Act. 

2.3 Purposes.  The purposes of the Trust are to engage in the following activities:  (i) to acquire 
the Projects subject to the Leases and enter into the Loan Documents, (ii) to hold the Projects for investment 
and to sell, transfer or exchange the Projects as required or permitted under Section 9, (iii) to make monthly 
distributions to the Owners from cash generated by ownership of the Projects, (iv) preserve the capital of 
the Owners and (v) to take such other actions as the Manager deems necessary to carry out the foregoing 
as are permitted in this Agreement. 

3. Provisions Relating to Tax Treatment. 

3.1 Section 3 Controls Over All Other Provisions of this Agreement.  This Section 3 contains 
certain provisions required by the Lender or intended to achieve the desired treatment of the Trust and the 
Beneficial Interests for federal income tax purposes.  To the extent of any inconsistency between this 
Section 3 and any other provision of this Agreement, this Section 3 shall be controlling; provided, however, 
that nothing in this Section 3 shall limit or impair the Trust’s power and authority to execute and deliver, 
and to perform its obligations under, the Transaction Documents, and further provided that the requirements 
of this Section 3 shall be enforceable to the maximum extent permissible under the Act. 

3.2 Provisions Relating to Tax Treatment. 

3.2.1 Prior to the effective date of the Conversion Notice, the sole Owner of the Trust 
will be the Depositor.  The rights of the Depositor (as the Class B Owner) with respect to the assets and 
property held by the Trust are such that the Trust will be characterized as a “business entity” within the 
meaning of Treasury Regulations Section 301.7701-2.  Because the Depositor will be the sole Owner, the 
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Trust will be characterized prior to the effective date of the Conversion Notice as a disregarded entity, and 
all assets and property of the Trust will be treated for federal income tax purposes as assets and property of 
the Depositor. 

3.2.2 On the effective date of the Conversion Notice, all prior special rights of the 
Depositor (as the Class B Owner), as set forth in Section 5.8, will terminate and the Depositor will have the 
same rights as a Class A Owner.  At such time the Depositor will be deemed for federal income tax purposes 
to have transferred all assets and liabilities in the Trust to a separate entity (the Trust), which will be 
classified for federal income tax purposes as specified in Section 3.2.3.  The Depositor shall assume the 
obligation to pay all offering and organizational expenses, acquisition and closing costs and expenses, loan 
and lender costs and expenses, selling commissions and expenses, and carrying costs related to the 
acquisition of the Projects by the Trust and the offering of Class A Interests to Investors.   

3.2.3 It is the intention of the parties hereto that upon and at all times after the effective 
date of the Conversion Notice that the Trust constitute an investment trust pursuant to Treasury Regulations 
Section 301.7701-4(c) and each Owner be treated as a “grantor” within the meaning of Code Section 671.  
The parties further intend that each Owner be treated for federal income tax purposes as if it held a direct 
ownership interest in the assets comprising the Trust Estate.  Each Owner agrees to report its interest in the 
Trust in a manner consistent with the foregoing and not to take any action that would be inconsistent with 
the foregoing.  Upon and after the effective date of the Conversion Notice, none of the Trustee, the Manager, 
the Owners and/or the Trust shall have any power or authority to take, and each of them is hereby expressly 
prohibited from taking, and none of them shall take, any of the following actions: 

(a) sell, transfer or exchange any of the Projects except as required or 
permitted under Section 9; 

(b) invest or reinvest any cash held by the Trust (including Reserves) in 
anything other than Permitted Investments; 

(c) reinvest any monies of the Trust, except to make minor nonstructural 
modifications or repairs to the Projects as permitted under this Agreement; 

(d) reinvest the proceeds from the sale of any of the Projects; 

(e) renegotiate or refinance the Loan, except in the case of the Tenant’s 
bankruptcy or insolvency; 

(f) renegotiate, alter or extend a Lease or enter into new leases, except in the 
case of a Tenant’s bankruptcy or insolvency; 

(g) make any modifications to any of the Projects other than minor 
nonstructural modifications or as required by law; 

(h) accept any capital contributions from an Owner or other Person (other than 
capital from an Investor that will be distributed to the Depositor and reduce the Depositor’s Percentage 
Share pursuant to this Agreement); or 

(i) take any other action that would, in the opinion of tax counsel to the Trust, 
cause the Trust to be treated as a business entity for federal income tax purposes, if the effect of the action 
would be to create a power under the Agreement to “vary the investment of the certificate holders” under 
Treasury Regulations Section 301.7701-4(c)(1) and Rev. Rul. 2004-86, 2004-2 C.B. 191. 

Docusign Envelope ID: B4A4BCAB-C242-8226-8326-87F584AED584



8 

3.2.4 The Trust shall hold the Trust Estate for investment purposes and shall lease the 
Projects only to the Tenants except as set forth in Section 3.2.3(f).  Except as set forth in Sections 3.2.3(e), 
(f) or (to the extent required by law) (g), the activities of the Trust with respect to the Trust Estate after the 
effective date of the Conversion Notice shall be limited to activities that are customary services in 
connection with the maintenance and repair of the Projects, and none of the Trustee, the Owners, the 
Manager and their respective agents shall provide non-customary services, as such term is defined in Code 
Sections 512 and 856 and Rev. Rul. 75-374, 1975-2 C.B. 261.  The Trust shall conduct no business other 
than as specifically set forth in Section 2.3 and this Section 3.2.  Without limiting the generality of the 
foregoing, upon and after the issuance of the Conversion Notice, (i) none of the Trustee, the Manager, the 
Owners and the Trust shall have any power or authority to undertake any actions that are not permitted to 
be undertaken by an entity that is treated as a “trust” within the meaning of Treasury Regulations 
Section 301.7701-4 and not treated as a “business entity” within the meaning of Treasury Regulations 
Section 301.7701-2 and (ii) this Agreement shall be interpreted and enforced so as to be in compliance with 
the requirements of Rev. Rul. 2004-86, 2004-2 C.B. 191.  For federal income tax purposes upon and after 
the effective date of the Conversion Notice, the Trust is intended to be and shall constitute an investment 
trust pursuant to Treasury Regulations Section 301.7701-4(c) and shall not constitute a “business entity.” 

4. Concerning the Trustee. 

4.1 Power and Authority.  The Trustee shall have the power and authority, and is hereby 
authorized and empowered, to (i) accept legal process served on the Trust in the State of Delaware and (ii) 
execute any certificates that are required to be executed under the Act and file such certificates in the office 
of the Secretary of State, and take such action or refrain from taking such action under this Agreement as 
may be directed in a writing delivered to the Trustee by the Manager.  Except as expressly provided herein, 
the Trustee shall not be entitled to exercise any powers.  The Trustee shall not have any of the duties or 
responsibilities of the Manager described in this Agreement and no such duties shall be implied.  Subject 
to the preceding sentences of this Section 4.1, the Trustee shall be a Trustee for the sole and limited purpose 
of fulfilling the requirements of Section 3807 of the Act.  The Trustee shall also maintain its authority and 
power to act as the Trustee in the State of Delaware.  In particular, but not by way of limitation: 

4.1.1 Under no circumstances shall the Trustee be personally liable for any 
representation, warranty, covenant, agreement or indebtedness of the Trust; 

4.1.2 Except as expressly provided in this Section, in accepting and performing for the 
Trust hereby created, the Trustee acts solely as Trustee hereunder and not in its individual capacity, and all 
Persons having any claim against the Trustee by reason of the transactions contemplated by this Agreement 
shall look only to the Trust’s property for payment or satisfaction thereof; and 

4.1.3 Under no circumstances shall the Trustee be liable for any punitive, exemplary, 
consequential, special or other damages for a breach of this Agreement. 

4.2 Indemnification.  The Manager shall cause the Trust, to the full extent of the Trust Estate, 
(i) to reimburse the Trustee and the Designated Trustee, in its individual capacity and as Trustee or 
Designated Trustee, for all reasonable expenses (including reasonable fees and expenses of counsel and 
other professionals) incurred in connection with the negotiation, execution, delivery, or performance of, or 
exercise of rights or powers under, this Agreement, (ii) to the fullest extent permitted by law, indemnify, 
defend and hold harmless the Trustee, in its individual capacity and as Trustee, and the officers, directors, 
employees, agents, managers and owners of the Trustee, in its individual capacity and as Trustee 
(collectively, the “Trustee Indemnified Persons”), from and against any and all losses, damages, liabilities, 
claims, actions, suits, costs, expenses, disbursements (including reasonable fees and expenses of counsel 
and other professionals), taxes and penalties, of any kind and nature whatsoever, arising out of or imposed 
upon or asserted at any time against such Trustee Indemnified Persons, including without limitation on the 
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basis of ordinary negligence on the part of any such Trustee Indemnified Person, with respect to or in 
connection with this Agreement, the Trust, or any transaction or document contemplated hereby 
(collectively, the “Trustee Expenses”); provided, however, that the Trust shall not be required to indemnify 
a Trustee Indemnified Person for any Trustee Expenses to the extent such Trustee Expenses result from the 
fraud, gross negligence or willful misconduct of any Trustee Indemnified Person and (iii) to the fullest 
extent permitted by law, advance to each such Trustee Indemnified Person the Trustee Expenses incurred 
by such Trustee Indemnified Person in defending any claim, demand, action, suit or proceeding in 
connection with this Agreement, the Trust or any transaction or document contemplated hereby prior to the 
final disposition of such claim, demand, action, suit or proceeding upon receipt by the Trust of an 
undertaking, by or on behalf of such Trustee Indemnified Person, to repay such amount if a court of 
competent jurisdiction renders a final, non-appealable judgment that includes a specific finding of fact that 
such Trustee Indemnified Person is not entitled to be indemnified therefor under this Section 4.2.  The 
obligations of the Trust under this Section 4.2 shall survive the resignation or removal of the Trustee and 
the amendment, supplement and/or restatement of this Agreement. 

4.3 Removal; Resignation; Succession.  The Trustee may resign at any time by giving at least 
60 days’ prior written notice to the Manager and the Lender.  The Manager may at any time remove the 
Trustee for cause by written notice to the Trustee.  For purposes of this Section 4.3, “cause” shall only result 
from the willful misconduct, bad faith, fraud or negligence of the Trustee.  Such resignation or removal 
shall be effective upon the acceptance of appointment by a successor trustee as hereinafter provided.  In 
case of the removal or resignation of the Trustee, the Manager may appoint a successor trustee by written 
instrument.  In case of the resignation or removal of the Trustee, if a successor trustee is not appointed 
within 60 days after the Trustee gives notice of its resignation or is removed, the Trustee, or any of the 
Owners, may apply to any court of competent jurisdiction in the United States to appoint an interim 
successor trustee to act until such time, if any, as a successor trustee is appointed as provided above and 
provided the consent of the Lender, if required, is obtained if the Loan is outstanding.  Any successor trustee 
so appointed by such court shall immediately and without further act be superseded by any successor trustee 
appointed as provided above within one year from the date of the appointment by such court.  Any successor 
trustee, however appointed, shall execute and deliver to its predecessor trustee an instrument accepting such 
appointment, and thereupon such successor trustee, without further act, shall become vested with all the 
estates, properties, rights, powers, duties and trusts of the predecessor trustee in the trusts under this 
Agreement with like effect as if originally named the Trustee herein.  Upon the written request of such 
successor trustee, such predecessor trustee shall execute and deliver an instrument transferring to such 
successor trustee, upon the trusts herein expressed, all the estates, properties, rights, powers, duties and 
trusts of such predecessor trustee, and such predecessor trustee shall duly assign, transfer, deliver and pay 
over to such successor trustee all monies or other property then held by such predecessor trustee upon the 
trusts herein expressed.  Any rights of the Owners against a predecessor trustee in its individual capacity 
shall survive the resignation or removal of such predecessor trustee, shall survive the dissolution and 
termination of the Trust and shall survive the termination, amendment, supplement and/or restatement of 
this Agreement.  Any successor trustee, however appointed, shall be a bank or trust company, with trustee 
powers, satisfying the requirements of Section 3807(a) of the Act.  Any corporation into which the Trustee 
may be merged or converted or with which it may be consolidated, or any corporation resulting from any 
merger, conversion or consolidation to which the Trustee shall be a party, or any corporation to which 
substantially all the corporate trust business of the Trustee may be transferred, shall, subject to the preceding 
sentence, be the Trustee under this Agreement without further act. 

4.4 Fees and Expenses.  The Trustee shall receive as compensation for its services hereunder 
the amount set forth on Exhibit E.  The Manager shall cause the Trust to pay to the Trustee the fees as set 
forth on Exhibit E.  The Trustee shall not have any obligation by virtue of this Agreement to spend any of 
its own funds or to take any action that could result in it incurring any cost or expense. 

Docusign Envelope ID: B4A4BCAB-C242-8226-8326-87F584AED584



10 

4.5 Designated Trustee.  The Manager may appoint in its sole discretion, from time to time, a 
co-trustee to serve with the Trustee for the limited purpose of executing any documentation that may require 
the signature of more than one trustee of the Trust (the “Designated Trustee”).  The Trust hereby grants the 
Designated Trustee the power to act and sign documents on behalf of the Trust pursuant to the terms of this 
Section 4.5.  The Manager may appoint an additional Designated Trustee, replace any Designated Trustee 
and/or eliminate this position in its entirety in its sole discretion.  The Designated Trustee shall not receive 
any compensation for its services. 

5. Concerning the Manager. 

5.1 Power and Authority.  The activities and affairs of the Trust shall be managed exclusively 
by or under the direction of the Manager.  Except as otherwise provided in this Agreement, the Manager 
shall have full power and authority, and is hereby authorized and empowered, to manage the Trust Estate 
and the activities and affairs of the Trust, subject to and in accordance with the terms and provisions of this 
Agreement; provided, however, that the Manager shall have no power to engage on behalf of the Trust in 
any activities that the Trust could not engage in directly.  The Manager shall have the power and authority, 
and is hereby authorized, empowered and directed by the Trust, to enter into, execute and deliver, and to 
cause the Trust to perform its obligations under, each of the Transaction Documents to which the Trust is 
or becomes a party or signatory and, in furtherance thereof, the Class B Owner, at any time prior to the 
effective date of the Conversion Notice, may confirm such authorization, empowerment and direction and 
otherwise direct the Manager in connection with the management of the activities and affairs of the Trust.  
The Manager may, in its sole discretion, employ such Persons (on its own behalf or on behalf of the Trust), 
including Affiliates of the Manager, as it deems necessary for the efficient operation of the Trust.

5.2 Manager’s Capacity.  The Manager acts solely as an agent of the Trust and not in its 
individual capacity, and all Persons having any claim against the Manager by reason of the transactions 
contemplated by this Agreement, the Transaction Documents or any other document shall look only to the 
Trust Estate for payment or satisfaction thereof.  Notwithstanding any provision of this Agreement to the 
contrary, the Manager shall not have any liability to any Person except for its own fraud, gross negligence 
or willful misconduct, and shall have no other duties or obligations, fiduciary or otherwise, except as set 
forth in this Agreement. 

5.3 Duties. 

5.3.1 The Manager has primary responsibility for performing the administrative actions 
set forth in this Section 5.3.  In addition, the Manager shall have the obligations with respect to a Transfer 
Distribution and a potential sale of the Trust Estate as set forth in Section 9.  The Manager shall not have 
any duty or obligation under or in connection with this Agreement or the Trust, or any transaction or 
document contemplated hereby, except as expressly provided by the terms of this Agreement, and no 
implied duties or obligations shall be read into this Agreement against the Manager.  The right of the 
Manager to perform any discretionary act enumerated herein shall not be construed as a duty.  To the fullest 
extent permitted by law, including without limitation Section 3806 of the Act, the Manager’s duties and 
liabilities relating thereto to the Trust and the Owners shall be restricted to those duties expressly set forth 
in this Agreement and liabilities relating thereto.  The Manager shall have no fiduciary duties or fiduciary 
obligations.  The Manager expressly reserves the right to invest in, pursue, develop, own, manage, operate 
or otherwise participate in all business opportunities of any nature for its own account, including 
opportunities that may directly or indirectly compete with the Trust or the Projects. 

5.3.2 Without limiting the generality of Section 5.3.1, upon and after the effective date 
of the Conversion Notice, the Manager is hereby authorized and directed, as agent of the Trust, to take each 
of the following actions as necessary to conserve and protect the Trust Estate: 
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(a) comply with the terms of the Leases and the Loan Documents;  

(b) make, or cause to be made, any repairs necessary to maintain the Projects; 

(c) collect rents and make distributions in accordance with Section 7; 

(d) enter into any agreement for purposes of enabling an Owner to complete 
a like-kind exchange; 

(e) notify the relevant parties of any default by them under the Transaction 
Documents; 

(f) solely to the extent necessitated by the bankruptcy or insolvency of a 
Tenant or any other tenant at a Project, if the Trust has not terminated under Section 9.2, enter into a new 
lease with respect to the applicable Project or renegotiate or refinance any debt secured by the Projects 
(including, without limitation, the Loan); and 

(g) any action that, in the opinion of tax counsel to the Trust, should not have 
an adverse effect on either the treatment of the Trust as an “investment trust” within the meaning of Treasury 
Regulations Section 301.7701-4(c) or of each Owner as a “grantor” within the meaning of Code 
Section 671; 

(h) monitor the Tenants’ actions and in the event it appears that a Tenant 
intends to make a modification which is more than minor nonstructural, then either sell the Affected Project 
or transfer it to the Springing LLC as described in Section 9.2.1, unless the modification occurs within the 
first 2 years following the Offering Termination Date, in which case the Manager shall transfer the Affected 
Project to the Springing LLC as described in Section 9.2.1. 

The foregoing notwithstanding, on and after the effective date of the Conversion Notice, under no 
circumstances shall the power or authority of the Manager include the ability to take any action that would 
cause the Trust to cease to constitute an “investment trust” within the meaning of Treasury Regulations 
Section 301.7701-4(c).  On and after the effective date of the Conversion Notice, the power and authority 
of the Manager shall be strictly and narrowly construed so as to preserve and protect the status of the Trust 
as an “investment trust” for federal income tax purposes. 

5.3.3 The Manager shall keep customary and appropriate books and records relating to 
the Trust and the Trust Estate and shall certify such reports to the Lender if required by the Loan Documents.  
The Manager shall keep customary and appropriate books and records of account for the Trust at the 
Manager’s principal place of business; provided, however, any inspection, examination and copying of the 
Trust’s books and records (i) shall only be for any purpose reasonably related to the Owner’s interest as an 
Owner of the Trust as determined by the Manager in the Manager’s sole and absolute discretion and 
(ii) shall be limited to information regarding the business and financial condition of the Trust and shall 
specifically exclude any and all personal information with respect to the Owners, including, but not limited 
to, the names, addresses, email addresses and phone numbers of the Owners.  The Owners may inspect, 
examine and copy the Trust’s books and records other than any information related to any other Owner at 
any time during normal business hours.  The Manager shall maintain appropriate books and records in order 
to provide reports of income and expenses with respect to the Trust Estate to each Owner as necessary for 
such Owner to prepare such Owner’s income tax returns.  Notwithstanding the foregoing, no Owner shall 
have the right to information regarding the other Owners and the Manager shall not disclose such 
information to any Owner and no personal information concerning any of the Owners, such as names and 
addresses, shall be disclosed by the Manager.  Other than with respect to the limitations on the dissemination 
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of Owner information provided herein, nothing in this Section 5.3.3 shall constitute a waiver or 
modification of any of the rights of the Manager provided in Section 3819 of the Act. 

5.3.4 The Manager shall promptly furnish (i) to the Owners copies of all notices and 
other items required to be distributed to them pursuant to the Transaction Documents (unless the Manager 
believes them to have been sent directly to the Owners), and (ii) to the Lender all documents required by 
the Loan Documents. 

5.3.5 The Manager shall not be required to act or refrain from acting under this 
Agreement or the Loan Documents if the Manager determines, or has been advised by counsel, that such 
action or lack of action may result in personal liability, unless the Manager is indemnified by the Trust 
against any liability and costs (including reasonable legal fees and expenses) in a manner and form 
reasonably satisfactory to the Manager. 

5.3.6 The Manager shall not, on its own behalf (as opposed to actions that the Manager 
is required to perform on behalf of the Trust), have any duty to (i) (A) file, record or deposit any document, 
(B) maintain any filing, recording or deposit of any document or (C) refile, rerecord or redeposit any such 
document, (ii) obtain or maintain any insurance on the Projects, (iii) maintain the Projects, (iv) pay or 
discharge any tax levied against any part of the Trust Estate, (v) confirm, verify, investigate or inquire into 
the failure to receive any reports or financial statements from any party obligated under the Loan Documents 
to provide such reports or financial statements, (vi) inspect the Projects at any time or (vii) ascertain or 
inquire as to the performance or observance of any of the covenants of any Person under the Loan 
Documents. 

5.3.7 Subject to the other provisions of this Agreement, the Manager shall manage, 
control, dispose of or otherwise deal with the Trust Estate consistent with its duties to conserve and protect 
the Trust Estate. 

5.3.8 The Manager shall provide to each Person who becomes an Owner a copy of this 
Agreement. 

5.3.9 Upon written request by the Trustee, the Manager shall provide to the Trustee a 
copy of the Ownership Records. 

5.3.10 All payments to be made by the Manager under this Agreement shall be made from 
the Trust Estate. 

5.3.11 All prior acts of the Manager relating to any filings or documents to permit the 
Trust to transact business in the state in which the Projects are located, or otherwise relating to the 
organization of the Trust, are hereby ratified and approved. 

5.4 Indemnification.  The Trust, to the full extent of the Trust Estate, shall (i) reimburse the 
Manager for all reasonable expenses (including reasonable fees and expenses of counsel and other 
professionals) incurred in connection with the negotiation, execution, delivery, or performance of, or 
exercise of rights or powers under, this Agreement, (ii) to the fullest extent permitted by law, indemnify, 
defend and hold harmless the Manager and the officers, directors, employees, agents, managers and owners 
of the Manager (collectively, the “Manager Indemnified Persons”), from and against any and all losses, 
damages, liabilities, claims, actions, suits, costs, expenses, disbursements (including the reasonable fees 
and expenses of counsel and other professionals), taxes and penalties, of any kind and nature whatsoever, 
arising out of or imposed upon or asserted at any time against such Manager Indemnified Persons, including 
without limitation on the basis of ordinary negligence on the part of any such Manager Indemnified Person, 
with respect to or in connection with this Agreement, the Trust, or any transaction or document 
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contemplated hereby (the “Manager Expenses”); provided, however, that the Trust shall not be required to 
indemnify a Manager Indemnified Person for any Manager Expenses to the extent such Manager Expenses 
result from the fraud, gross negligence or willful misconduct of any Manager Indemnified Person and (iii) to 
the fullest extent permitted by law, advance to each such Manager Indemnified Person, the Manager 
Expenses incurred by such Manager Indemnified Person in defending any claim, demand, action, suit or 
proceeding, in connection with this Agreement, the Trust, or any transaction or document contemplated 
hereby prior to the final disposition of such claim, demand, action, suit or proceeding upon receipt by the 
Trust of an undertaking, by or on behalf of such Manager Indemnified Person, to repay such amount if a 
court of competent jurisdiction renders a final, non-appealable judgment that includes a specific finding of 
fact that such Manager Indemnified Person is not entitled to be indemnified therefor under this Section 5.4.  
The obligations of the Trust under this Section 5.4 shall survive the resignation or removal of the Manager 
and the termination, amendment, supplement and/or restatement of this Agreement. 

5.5 Fees and Expenses.  The Manager shall receive as compensation for its services hereunder 
the fees set forth on Exhibit E.  The Manager shall not have any obligation by virtue of this Agreement to 
spend any of its own funds, or to take any action that could result in its incurring any cost or expense. 

5.6 Sale of Trust Estate by Manager is Binding.  Any sale or other conveyance of the Trust 
Estate or any part thereof by the Manager pursuant to the terms of this Agreement shall bind the Trust and 
the Owners and be effective to transfer or convey all rights, title and interest of the Trust and the Owners 
in and to the Trust Estate. 

5.7 Removal; Resignation; Succession.  The Manager may resign at any time by giving at least 
60 days’ prior written notice to the Trustee.  Upon receiving a court order issued as a result of a final, non-
appealable decision of a court of competent jurisdiction, the Trustee may at any time remove the Manager 
for cause by written notice to the Manager.  For purposes of this Section 5.7, “cause” shall result only from 
the fraud, gross negligence or willful misconduct of the Manager as evidenced by a final, non-appealable 
decision of a court of competent jurisdiction; provided that under no circumstances shall “cause” result 
from any action or omission of the Manager intended to preserve the rights of Owners to effect like-kind 
exchanges in respect of their respective Beneficial Interests.  Such resignation or removal shall be effective 
upon the acceptance of appointment by a successor manager as hereinafter provided.  In case of the removal 
or resignation of the Manager, the Trustee, with the prior written consent of the Lender, if required, may 
appoint a successor manager by written instrument.  Notwithstanding anything to the contrary herein, if 
upon the resignation of the Manager it designates a successor Manager within 10 days of its notice of 
resignation, such designated Manager shall become the successor Manager without further action by the 
Trustee.  If a successor manager shall not have been appointed within 60 days after the Manager gives 
notice of its resignation or is removed, the Trustee, or any of the Owners, may apply to any court of 
competent jurisdiction in the United States to appoint a successor manager to act until such time, if any, as 
a successor manager shall have been appointed as provided above and provided that, if required, the consent 
of the Lender is obtained if the Loan is outstanding.  Any successor manager so appointed by such court 
shall immediately and without further act be superseded by a successor manager appointed as provided 
above within one year from the date of the appointment by such court.  Any successor manager, however 
appointed, shall execute and deliver to its predecessor Manager an instrument accepting such appointment, 
and thereupon such successor, without further act, shall become vested with all the rights, powers and duties 
of the predecessor Manager in the trusts hereunder with like effect as if originally named the Manager 
herein.  Upon the written request of such successor manager, such predecessor Manager shall execute and 
deliver an instrument transferring to such successor, upon the trusts herein expressed, all the rights, powers 
and duties of such predecessor Manager.  Any right of the Owners against a predecessor Manager in its 
individual capacity shall survive the resignation or removal of such predecessor Manager, the dissolution 
and termination of the Trust and the termination, amendment, supplement and/or restatement of this 
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Agreement.  Notwithstanding the above, the Manager may only be removed if the Manager and its Affiliates 
are removed from liability arising from any guaranties related to the Loan.

5.8 Rights and Powers of Class B Owner Prior to Conversion Notice.  Prior to the effective 
date of the Conversion Notice, the Class B Owner shall have the right and power, in its sole discretion (but 
subject to the restrictions in Section 3), to: 

5.8.1 Contribute additional assets to the Trust; 

5.8.2 Cause the Trust to negotiate or renegotiate loans or leases; and 

5.8.3 Cause the Trust to sell all or any portion of its assets and reinvest the proceeds of 
such sale or sales. 

It is expressly understood by the Class B Owner that these powers are inconsistent with the ability to classify 
the Trust as an “investment trust” under Treasury Regulations Section 301.7701-4(c), and the Trust shall 
not be so classified prior to the effective date of the Conversion Notice. 

5.9 Issuance of Conversion Notice.  The Class B Owner may, at any time in its sole discretion 
as long as any Class B Interests are outstanding, issue the Conversion Notice to the Manager, with a copy 
to the Trustee; provided, however, that the Conversion Notice must be issued no earlier than the Project 
Acquisition Date which Conversion Notice will cause the Trust to constitute an investment trust beginning 
on the effective date of the Conversion Notice.  On the effective date of the Conversion Notice, the Class 
B Owner shall no longer have any of the rights or powers set forth in Section 5.8.  Instead, the Class B 
Owner shall have the same rights and powers as apply to a Class A Owner (as set forth in Section 6.2).  In 
no event may any Class A Interests be issued to Investors until at least the next Business Day after the 
Conversion Date. 

5.10 Reports by Manager.  The Manager shall furnish annual reports to each of the Owners as 
to the amounts of rent received from the Tenants, the expenses incurred by the Trust, the amount of any 
Reserves and other amounts applied to meet requirements under the Loan Documents, and the amount of 
cash distributed by the Trust to the Owners. 

6. Beneficial Interests. 

6.1 Confirmation of Purchase of Class A and Class B Interests. 

6.1.1 On the Effective Date, 100% of the Class B Interests shall be issued to the 
Depositor in exchange for its contribution.  The Percentage Share of the Class B Owner prior to the issuance 
of any Class A Interests shall be 100%. 

6.1.2 No earlier than the next Business Day after the Conversion Date, a Class A Interest 
shall be issued to each Investor who has executed a Purchase Agreement, been accepted and admitted as an 
Investor by the Trust and has paid to the Trust all cash required to acquire an Interest.  No portion of the 
purchase price paid by the Investors to the Trust will be placed into any Reserves with respect to the 
Projects.  The amount paid by, and the Percentage Share of, each Investor shall be determined by the 
Manager and shall be set forth in the Purchase Agreement for each Investor. 

6.2 Rights and Powers of Class A Owners.  The sole right of the Class A Owners shall be to 
receive distributions from the Trust as a result of the Trust’s ownership or sale of the Projects.  The Class 
A Owners shall not have the right or power to direct in any manner the actions of the Trust, the Trustee, the 
Tenants, the Depositor or the Manager in connection with the management or operation of the Trust or the 
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Projects.  The Class A Owners shall have no voting rights, including as to whether or not the Projects are 
sold pursuant to this Agreement.  In addition, the Class A Owners shall not have the right or power to: 

6.2.1 Contribute additional assets to the Trust; 

6.2.2 Cause the Trust to negotiate or renegotiate loans or leases; or 

6.2.3 Cause the Trust to sell all or any portion of its assets and reinvest the proceeds of 
such sale or sales. 

6.3 Contributions by the Class A Owners:  Issuance of Class A Interests and Reduction in Class 
B Interest.  All cash paid by Investors for Class A Interests shall be used by the Trust to repurchase a 
corresponding portion of the Class B Interest then held by the Depositor.  In no event may such repurchase 
result in a net increase or decrease in the corpus of the Trust.  With respect to each contribution by a Class 
A Owner and related repurchase of a portion of the Class B Interest then held by the Depositor, the reduction 
of the Percentage Share of the Depositor shall be equal to the Percentage Share granted by the Trust to the 
purchasing Class A Owner.  With respect to acquisitions of Class A Interests by Investors after the first day 
of any month, the pro rata portion of distributions attributable to the repurchased Class B Interest for such 
month shall be paid to the Depositor, and distributions attributable to the Class A Interest shall begin on the 
date of the acquisition of the Class A Interests.   

The Manager agrees to use its best efforts to cause the Trust to sell all Class A Interests within 365 
days from the Conversion Date.  Any Class B Interests held by the Class B Owner on the one-year 
anniversary of the Conversion Date will convert to Class A Interests and the Class B Owner shall transfer 
such Class A Interests to a newly formed, separate taxpayer. 

6.4 Agreement to be Bound.  Any Owner shall be deemed, by virtue of executing the Signature 
Page to be bound by the provisions of this Agreement. 

6.5 Ownership Records.  The Manager shall at all times be the Person at whose office a request 
for transfer or for exchange and where notices and demands to or upon the Trust in respect of a Beneficial 
Interest may be served.  The Manager shall keep Ownership Records, which shall include records of the 
transfer and exchange of Beneficial Interests.  Notwithstanding any provision of this Agreement to the 
contrary, transfer of a Beneficial Interest in the Trust, or of any right, title or interest therein, shall occur 
only upon and by virtue of the entry of such transfer in the Ownership Records.  

6.6 Restrictions on Transfer.  Subject to compliance with applicable federal and state securities 
laws, the terms of this Agreement and any requirements in the Loan Documents, all or any portion of the 
Beneficial Interest of any Owner may be assigned or transferred without the prior consent of any of the 
Trust, the Trustee, the Depositor, the Manager and the other Owners.  All expenses of any such transfer 
shall be paid by the assigning or transferring Owner.  Any transfer that results in a violation of this 
Section 6.6 shall, to the fullest extent permitted by law, be null, void and of no effect whatsoever. 

6.7 Conditions to Admission of New Owners.  An assignee or transferee of the Beneficial 
Interest of an Owner shall only become an Owner upon such assignee’s or transferee’s written acceptance 
and adoption of this Agreement, as manifested by its execution and delivery to the Manager of a counterpart 
signature page substantially in the form of Exhibit C (the “Signature Page”).  The Manager shall provide 
copies of such documents to the Trustee upon request. 

6.8 Limit on Number of Owners.  Notwithstanding anything to the contrary in this Agreement, 
(i) at no time shall the number of Owners exceed 480 Persons and (ii) at no time shall the Trust permit any 
of the Beneficial Interests to be acquired by retirement and other plans subject to ERISA.  Any transfer that 
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results in a violation of this Section 6.8 shall, to the fullest extent permitted by law, be null, void and of no 
effect whatsoever. 

6.9 Representations, Warranties, Acknowledgements and Agreements of Owners. 

6.9.1 Each Owner hereby accepts and reconfirms the representations and warranties 
contained in that certain Purchase Agreement, including but not limited to, Section 5 in the Purchase 
Agreement. 

6.9.2 Each Owner hereby represents and warrants that (i) to the extent applicable, the 
execution, delivery and performance of this Agreement (A) has been duly authorized by such Owner, 
(B) does not require such Owner to obtain any consent or approval that has not been obtained and (C) does 
not contravene or result in a default under (1) any provision of any law or regulation applicable to such 
Owner, (2) the governing documents of such Owner or (3) any agreement or instrument to which such 
Owner is a party or by which such Owner is bound and (ii) this Agreement is valid, binding and enforceable 
against such Owner in accordance with its terms. 

6.9.3 Each Owner hereby represents and warrants that it is (i) a citizen or resident of the 
U.S. (including certain former citizens and former long-term residents), (ii) a corporation (or other entity 
taxable as a corporation for U.S. federal income tax purposes) created or organized in or under the laws of 
the U.S. or of any political subdivision thereof, (iii) an estate, the income of which is subject to U.S. federal 
income taxation regardless of the source of such income or (iv) a trust, if (A) the administration of the trust 
is subject to the primary supervision of a U.S. court and the trust has one or more U.S. persons with authority 
to control all substantial decisions or (B) the trust has a valid election in effect under applicable Treasury 
Regulations to be treated as a U.S. person. 

6.9.4 Each Class A Owner hereby represents and warrants that it shall, for federal 
income tax purposes, report the purchase of its Class A Interest as a purchase by it of a direct ownership 
interest in the Projects. 

6.9.5 Each Owner hereby (i) acknowledges and agrees that it has no ability to (A) seek 
partition of the Trust Estate, a division of the Trust or petition for a portion of the assets of the Trust or 
(B) file, or consent to the filing of, a petition in bankruptcy on behalf of the Trust and (ii) consents that it 
shall not take any action that consents to, aids, supports, solicits or otherwise cooperates in the filing of an 
involuntary bankruptcy proceeding involving the Trust. 

6.10 Status of Relationship.  This Agreement shall not be interpreted to impose a partnership or 
joint venture relationship on the Owners either at law or in equity.  Accordingly, no Owner shall have any 
liability for the debts or obligations incurred by any other Owner, with respect to the Trust Estate or 
otherwise, and no Owner shall have any authority, other than as specifically provided herein, to act on 
behalf of any other Owner or to impose any obligation with respect to the Trust Estate.  Neither the power 
to provide direction to the Trustee, the Manager or any other Person, nor the exercise thereof by any Owner, 
shall cause such Owner to have duties (including fiduciary duties) or liabilities relating thereto to the Trust 
or to any Owner. 

6.11 Owners and the Trust.  The Owners shall not have legal title to the Trust Estate.  The death, 
incapacity, dissolution, termination or bankruptcy of any Owner shall not result in the termination or 
dissolution of the Trust.  No Owner has (i) an interest in specific Trust property or (ii) except as expressly 
provided herein, any right to demand and receive from the Trust an in-kind distribution of the Trust Estate 
or any portion thereof.  Each Owner expressly waives any right, if any, under the Act to seek a judicial 
dissolution of the Trust, to terminate the Trust or, to the fullest extent permitted by law, to seek a partition 
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of the Trust Estate (or any portion thereof), a division of the Trust (or any portion thereof) or a transfer of 
the Trust Estate (or any portion thereof). 

7. Distributions. 

7.1 Distributions in General.  The Manager shall distribute the Trust’s net cash flow to the 
Owners in accordance with their Percentage Shares on a monthly basis, after (i) paying or reimbursing the 
Manager for any fees or expenses incurred by the Manager on behalf of the Trust (including fees of the 
Trustee and the Manager), (ii) retaining such additional amounts as the Manager determines are necessary 
to pay anticipated ordinary current and future Trust expenses and taxes (“Reserves”) and (iii) satisfying 
debt service and related expenses on the Loan and any other requirements imposed under the Loan 
Documents.  Reserves and any other cash retained pursuant to this Section 7.1 shall be invested by the 
Manager only in Permitted Investments.  All amounts distributable to the Owners pursuant to this 
Agreement shall be paid by check or in immediately available funds by transfer to a banking institution 
with bank wire transfer facilities for the account of such Owner, as instructed from time to time by such 
Owner on or before the last Business Day of each calendar month. 

7.2 Distributions upon Dissolution.  In the event of the Trust’s dissolution in accordance with 
Section 9, all of the Trust Estate as may then exist after the winding up of its affairs in accordance with the 
Act (including, without limitation, subsections (d) and (e) of Section 3808 of the Act) and providing for all 
costs and expenses, including any income or transfer taxes which may be assessed against the Trust, whether 
or not by reason of the dissolution of the Trust shall be distributed to those Persons (or on behalf of the 
Owners as set forth in Section 9.2) who are then Owners in proportion to their respective Percentage Shares.  
Upon winding up the affairs of the Trust, the Manager shall provide the Trustee written confirmation of the 
dissolution and the completion of winding up of the Trust and shall authorize and direct the Trustee to 
execute and file in the office of the Secretary of State a certificate of cancellation in accordance with the 
Act. 

7.3 Cash and Other Accounts.  The Manager shall be responsible for receiving all cash from 
the Tenants and placing such cash into one or more accounts as required under the distribution and 
investment obligations of the Trust under Section 7.1. 

8. Reliance; Representations; Covenants. 

8.1 Good Faith Reliance.  Neither any Trustee nor the Manager shall incur any liability to 
anyone in acting upon any signature, instrument, notice, resolution, request, consent, order, certificate, 
report, opinion, bond or other document or paper reasonably and in good faith believed by such Trustee or 
the Manager to be genuine and signed by the proper party or parties thereto.  As to any fact or matter the 
manner of ascertainment of which is not specifically described herein, the Trustee and the Manager may 
for all purposes hereof rely on a certificate, signed by or on behalf of the Person executing such certificate, 
as to such fact or matter, and such certificate shall constitute full protection of the Trustee and/or the 
Manager for any action taken or omitted to be taken by them in good faith in reliance thereon.  The Trustee 
and the Manager may conclusively rely upon any certificate furnished to such Person that on its face 
conforms to the requirements of this Agreement.  Each of the Trustee and the Manager may (i) exercise its 
powers and perform its duties by or through such attorneys and agents as it shall appoint with due care, and 
it shall not be liable for the acts or omissions of such attorneys and agents and (ii) consult with counsel and 
other experts, and shall be entitled to rely upon the advice of counsel and other experts, selected by it in 
good faith and shall be protected by the advice of such counsel and other experts in anything done or omitted 
to be done by it in accordance with such advice.  In particular, no provision of this Agreement shall be 
deemed to impose any duty on any Trustee or the Manager to take any action if such Person shall have been 
advised by counsel that such action may involve it in personal liability or is contrary to the terms hereof or 
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to applicable law.  For all purposes of this Agreement, the Trustee shall be fully protected in relying upon 
the most recent Ownership Records delivered to the Trustee by the Manager. 

8.2 No Representations or Warranties as to Certain Matters. 

8.2.1 NEITHER THE TRUSTEE NOR THE MANAGER, EITHER WHEN ACTING 
HEREUNDER IN ITS CAPACITY AS A TRUSTEE OR MANAGER OR IN ITS INDIVIDUAL 
CAPACITY, MAKES OR SHALL BE DEEMED TO HAVE MADE ANY REPRESENTATION, 
WARRANTY OR COVENANT, EXPRESS OR IMPLIED, WITH REGARD TO THE TRUST ESTATE 
OR ANY PART THEREOF, AS TO (i) TITLE, LOCATION, VALUE, CONDITION, WORKMANSHIP, 
DESIGN, COMPLIANCE WITH SPECIFICATIONS, CONSTRUCTION, OPERATION, 
MERCHANTABILITY OR FITNESS FOR USE FOR A PARTICULAR PURPOSE, (ii) ABSENCE OF 
LATENT OR OTHER DEFECTS, WHETHER OR NOT DISCOVERABLE, (iii) ABSENCE OF ANY 
INFRINGEMENT OF ANY PATENT, TRADEMARK OR COPYRIGHT, (iv) ABSENCE OF 
OBLIGATIONS BASED ON STRICT LIABILITY IN TORT OR (v) ANY OTHER REPRESENTATION 
OR WARRANTY WHATSOEVER, EXPRESS OR IMPLIED. 

8.2.2 NEITHER THE TRUSTEE NOR THE MANAGER, EITHER WHEN ACTING 
HEREUNDER AS A TRUSTEE OR MANAGER OR IN ITS INDIVIDUAL CAPACITY, MAKES ANY 
REPRESENTATION, WARRANTY OR COVENANT AS TO THE VALIDITY OR 
ENFORCEABILITY OF TRANSACTION DOCUMENTS OR AS TO THE CORRECTNESS OF ANY 
STATEMENT CONTAINED THEREIN, EXCEPT AS EXPRESSLY MADE BY SUCH TRUSTEE OR 
THE MANAGER IN ITS INDIVIDUAL CAPACITY.  EACH OF THE TRUSTEE AND THE 
MANAGER REPRESENTS AND WARRANTS TO THE OWNERS THAT IT HAS AUTHORIZED, 
EXECUTED AND DELIVERED THIS AGREEMENT. 

9. Termination. 

9.1 Termination in General.  The Trust shall not have perpetual existence and instead shall be 
dissolved and wound up in accordance with Section 3808 of the Act after the effective date of the 
Conversion Notice, upon the first to occur of (i) the Termination Date, (ii) a Transfer Distribution or (iii) the 
sale of the Projects pursuant to Section 9.3, at which time each Owner’s Percentage Share of the Trust 
Estate shall be distributed to such Owner in accordance with Section 7.2 in full and complete satisfaction 
and redemption of its Beneficial Interests. 

9.2 Transfer Distribution. 

9.2.1 Subject to the terms and conditions of the Loan Documents and, if applicable, 
Section 3.3, and upon 

(a) a determination by the Manager, in writing, that the dissolution of the 
Trust is necessary and appropriate to preserve and protect the Trust Estate for the benefit of the Owners 
because (i) a Tenant has failed to timely pay rent due under a Lease after the expiration of any applicable 
notice and cure provisions in such Lease, if any, (ii) the Trust Estate is in jeopardy of being lost due to a 
default on the Loan (and in the case of either foregoing clause (i) and/or (ii), the Manager is prohibited 
pursuant to Section 3.2 from taking action that it believes necessary or appropriate to address such 
situation), (iii) the Tenant files for bankruptcy, seeks appointment of a receiver, makes an assignment for 
the benefit of its creditors or there occurs any similar event, (iv) the Trust Estate or any portion thereof is 
subject to a casualty, condemnation or similar event (v) it is apparent that a Tenant intends to make 
improvements that are more than minor nonstructural modifications to the Project, or (vi) the Manager 
determines that it is necessary to take one of the actions enumerated in Section 3.2.3 to avoid the loss or 
potential loss of all or a portion of the Trust Estate or its value, then 
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(b) if the Loan, or any portion thereof, is outstanding, and written notice to the 
Lender is sent by the Manager via overnight courier or hand delivery in accordance with Section 11.6 at 
least 5 Business Days before the date of the intended action (“Lender’s Termination Notice”), the Trust 
shall dissolve and wind up in accordance with Section 3808 of the Act, and each Owner’s Percentage Share 
of the Trust Estate shall be distributed to such Owner in accordance with this Section 9.2 in full and 
complete satisfaction of their Beneficial Interests.  Subject to the requirements of Section 3808 of the Act, 
as part of such liquidating distribution, and only in the event that a distribution would otherwise be made 
to the Owners under this Section 9.2, the Owners hereby irrevocably direct the Manager to transfer title to 
the assets comprising the Trust Estate, and subject to all Trust liabilities, on behalf of each Owner to a 
newly formed Delaware limited liability company (the “Springing LLC”) that has a limited liability 
company agreement substantially similar to that set forth on Exhibit D (the “LLC Agreement”) in complete 
satisfaction of their Beneficial Interests in order to consummate the dissolution of the Trust (such 
distribution, or, if applicable, a conversion pursuant to Section 9.2.2, a “Transfer Distribution”).  The 
Springing LLC shall have the Owners as its members and the Manager as its manager.  The limited liability 
company interests in the Springing LLC shall be issued to the Owners in proportion to their respective 
Percentage Shares of the Trust Estate.  Within 30 days of any Transfer Distribution, each Owner shall 
provide information regarding such Owner’s tax basis in the applicable Interests in such form as reasonably 
requested by the Manager. 

9.2.2 It is the express intent of this Agreement that the Trust will not terminate pursuant 
to a Transfer Distribution except in the circumstances enumerated above in Section 9.2.1, which the parties 
hereto agree constitute rare and unexpected situations in which such transfer and distribution will be 
necessary to prevent the loss of the Trust Estate due to such circumstances.  If a determination has been 
made to terminate the Trust under Section 9.2.1, then, provided that (i) the Manager determines that a 
conversion of the Trust into a limited liability company would not adversely affect the status of the Trust 
prior to the conversion as an “investment trust” for income tax purposes, (ii) such alternative form of 
transaction is entered into to preserve and protect the Trust Estate, and (iii) such conversion is permitted 
under the terms and conditions of the Loan Documents (or is otherwise consented to by the Lender), the 
Manager may effect the transaction contemplated by the Transfer Distribution as a conversion of the Trust 
into a limited liability company having a limited liability company agreement substantially similar to that 
set forth on Exhibit D (and the resulting limited liability company shall, for purposes of this Agreement, 
constitute the “Springing LLC”).  In the case of such a conversion, the Springing LLC shall have the Owners 
as its members and the Manager as its manager, and the limited liability company interests in the Springing 
LLC shall be issued to the Owners in proportion to their respective Percentage Shares of the Trust Estate. 

9.2.3 In addition to the above, where the circumstances set forth in Section 9.2.1 apply 
to only one Project (the “Affected Project”), then, in the Manager’s sole discretion, if appropriate and in 
compliance with applicable tax law (which may in the Manager’s option be accompanied by an opinion of 
counsel) and with applicable provisions of the Act and the Securities Act, the Manager may effect a Transfer 
Distribution pursuant to Section 9.2.1(b) only with respect to the Affected Project and the Trust will 
continue to hold the remaining Projects. 

9.3 Sale of the Projects. 

9.3.1 The Trust may sell the Projects at any time beginning 2 years after the Offering 
Termination Date in the sole discretion of the Manager; provided, however, the Trust may sell the Projects 
at any time after the Effective Date in the event the Manager has made a determination, in its sole discretion, 
that an event has occurred which could significantly and adversely affect the Projects, including, but not 
limited to, condemnation or casualty, which was not contemplated at the time the Trust acquired the 
Projects.  The Projects may be sold separately and at different times.  The Manager shall sell the Trust 
Estate, and is hereby authorized and directed to sell the Trust Estate, at any time after the date described 
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above, upon a determination by the Manager (in its sole discretion) that a sale of the Trust Estate is 
appropriate.  In connection with any sale of the Projects under this Section 9.3, the Manager shall be 
responsible for (i) providing notice to the Trustee that a sale of the Trust Estate is appropriate, 
(ii) conducting the sale of the Projects and (iii) subject to Section 3808 of the Act, after paying all amounts 
due to the Trustee and Manager hereunder, distributing the balance of the Trust Estate (net of any closing 
costs and fees due to the Manager) to the Owners in full and complete satisfaction of their Beneficial 
Interests.  The Manager is expressly instructed to take all reasonable action that would enable the sale to 
qualify with respect to each Owner as a like-kind exchange within the meaning of Section 1031 of the Code.  
Any sale of the Projects shall be on an “as is, where is” basis and without any representations or warranties 
by the Trust, any Trustee or the Manager (other than as to ownership of the Projects and authority to enter 
into the sale).  The Trust may engage third-party real estate brokers to assist in the sale of the Projects and 
pay customary fees in addition to any fees paid pursuant to Section 9.5. 

9.3.2 The Trust may not sell the Projects to an Affiliate of the Manager at a price below 
the value of the Projects as determined by an independent third-party appraiser. 

9.4 Liability of Manager.  To the fullest extent permitted by law, the Manager shall be fully 
protected in any determination made in good faith pursuant to Sections 9.2 and 9.3 and shall have no 
liability to any Person, including without limitation the Owners, Trust or the Trustee, with respect thereto. 

9.5 Manager’s Fee on Sale.  The Manager shall receive the fees set forth on Exhibit E upon 
any sale of the Projects under Section 9.3 (not including a sale in foreclosure) and the exercise of the FMV 
Option contemplated under Section 10.  The Manager may also engage third-party real estate brokers to 
assist in the sale of the Projects and the Manager will be required to pay such real estate broker. 

9.6 Certificate of Cancellation.  Upon the completion of the dissolution and winding up of the 
Trust and upon receipt of a signed direction from the Manager, the Trustee shall, as appropriate, cancel the 
Certificate of Trust or reflect the conversion contemplated by Section 9.2.2 by executing and causing a 
certificate of cancellation or certificate of conversion to be filed in the office of the Secretary of State (as 
well as undertaking any other means then required under applicable law). 

10. FMV Option. 

10.1 Option to Acquire.  Subject to Sections 10.5, beginning 2 years after the Offering 
Termination Date and continuing until the Option Termination Date, ARCTRUST or its assignee shall have 
the right, but not the obligation, to acquire the Class A Interests from every Class A Owner on the terms set 
forth herein (the “FMV Option”).  If ARCTRUST desires to exercise the FMV Option, ARCTRUST must 
provide to the Class A Owners written notice of its election to exercise the FMV Option (in the form 
attached as Exhibit G, the “Option Notice”) before the end of the Option Termination Date.  The FMV 
Option price for the Class A Interests shall be equal to the Interest FMV.  The consideration will be paid in 
cash in an amount equal to the Interest FMV or, if ARCTRUST has assigned its FMV Option rights under 
this Agreement to an Exchange Entity, the Class A Owners may elect to receive securities in such Exchange 
Entity equal to the Interest FMV divided by the then current price of the partnership or other interests in 
the Exchange Entity being offered to the Class A Owners (the “Exchange Entity Units”).  The closing of 
the contribution or sale of the Class A Interests to ARCTRUST (or the Exchange Entity) will occur within 
30 days of the determination of the Interest FMV.  The acquisition for cash is intended to be treated as a 
sale of the Class A Interests and the exchange of the Class A Owner’s Class A Interests in the Trust for the 
Exchange Entity Units is intended to qualify as a tax-deferred exchange under Internal Revenue Code 
Section 721.   

10.2 Interest FMV.  “Interest FMV” shall mean the fair market value of the Class A Interests 
determined by multiplying the percentage interest in the Projects represented by the Interests by the value 
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of the Projects at the time that the FMV Option is exercised.  The value of the Projects shall be determined 
by (a) reducing the gross fair market value of the Projects by (i) any and all secured or unsecured liabilities 
and accounts payable, and (ii) any fee or other amount that would be payable to ARCTRUST, the Manager 
or their Affiliates, including any property management and related fees and disposition fees which fees 
shall be paid by the Trust at the time that the Class A Interests are transferred and (b) increasing the value 
by any reserves and accounts receivable.  The Interest FMV shall be determined as of the date the Option 
Notice is sent by ARCTRUST to the Class A Owners.  No discounts for lack of liquidity or minority 
interests shall be considered in determining the Interest FMV.  ARCTRUST shall select a MAI appraiser 
(or appraisers) that has (or have) at least 5 years’ experience in the market areas in which the Projects are 
located.  Such appraiser(s) shall have 30 days to assess the fair market value of the Projects and the Interest 
FMV shall be calculated using such fair market value determined by the appraiser.  

10.3 Cash Investors.  In the event ARCTRUST exercises the FMV Option, a Class A Owner 
may elect to receive cash or Exchange Entity Units in exchange for its Class A Interests in the Trust.    If 
any Class A Owner (i) fails to reply to the Option Notice within 15 business days of receipt, (ii) does not 
meet the investor suitability requirements for acquiring the Exchange Entity Units or (iii) does not meet 
any applicable lender requirements, such Class A Owner shall receive cash for its Class A Interests. 

10.4 Prorations.  All prorations will be allocated in a manner that is standard practice where the 
Projects are located, taking into consideration all accounts payable and accounts receivable before and after 
the closing date. 

10.5 Assignment; Investor Suitability Requirements.  ARCTRUST shall have the right to assign 
the rights and obligations of ARCTRUST under this Section 10 to another entity, including an entity that 
is managed or sponsored by ARCTRUST (or an Affiliate) or a third party (such party, the “Exchange 
Entity”).  The Exchange Entity shall have the right, but not the obligation to offer to the Class A Owners 
as consideration for the acquisition of the Interests, Exchange Entity Units.  The FMV Option, in the case 
of exchanging for Exchange Entity Units, may not be exercised unless the Class A Owner meets the 
applicable investor suitability requirements as determined by the Exchange Entity in accordance with 
applicable law.  If the Owner does not meet such investor suitability requirements, the Owners will receive 
payment of the Interest FMV in a cash transaction.  The purchase price for any such acquisition will be 
equal to the Interest FMV and the other terms of the transfer will be as set forth in this Section 10. 

10.6 Execution of Documents.  In order to complete the contribution of the Class A Interests as 
set forth in this Section 10, ARCTRUST (or the Exchange Entity) and the Class A Owners will execute, 
notarize and deliver any and all documents required to effectuate such transfer as determined by 
ARCTRUST (or the Exchange Entity) and the closing of the contribution of the Class A Interests will occur 
within 30 days of the determination of the Interest FMV. 

10.7 Termination.  The FMV Option shall continue until the earliest of (i) the closing of the 
transfer of all Class A Interests pursuant to the FMV Option, (ii) the Termination Date or (iii) the sale of 
the last Project by the Trust or the Springing LLC (the “Option Termination Date”). 

10.8 Power of Attorney.  ARCTRUST (or the Exchange Entity) shall, at all times during term 
of this Agreement, have a special and limited power of attorney as the attorney-in-fact for any Owner to 
effect the FMV Option and related transactions set forth in this Section 10, with the power and authority to 
act in the name and on behalf of each Owner to execute, acknowledge and swear to in the execution, 
acknowledgement and filing of documents that are not inconsistent with the provisions of this Section 10 
and which may include, but shall not be limited to, any instrument or document that may be required to 
effectuate the sale of the Interests or the Projects. 
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10.8.1 This power of attorney may be exercised by ARCTRUST for such Owner by the 
signature of ARCTRUST acting as attorney-in-fact for such Owner, or by such method as may be required 
or requested in connection with the recording or filing of any instrument or other document so executed. 

10.8.2 This power of attorney is coupled with an interest and shall be irrevocable and 
shall survive an assignment by the Owner of all or any portion of its Interest.  Furthermore, this power of 
attorney shall survive the bankruptcy, death, dissolution, liquidation, termination, incapacity, lapse of time 
or incompetency of the Owner. 

10.8.3 ARCTRUST (or the Exchange Entity) shall promptly furnish to the Owners a copy 
of any document executed by ARCTRUST (or the Exchange Entity) pursuant to this power of attorney. 

10.9 Continued Existence of the Trust.  Notwithstanding anything to the contrary in this 
Agreement, the Trust shall survive the exercise of the FMV Option. 

11. Miscellaneous. 

11.1 Limitations on Rights of Other Persons.  Nothing in this Agreement, whether express or 
implied, shall provide to any Person, other than the Depositor, the Trustee, the Manager, the Owners and 
the Trust, any legal or equitable right, remedy or claim hereunder. 

11.2 Successors and Assigns.  All covenants and agreements contained herein shall be binding 
upon and inure to the benefit of the Depositor, the Trustee, the Manager, the Owners, and the Trust and 
their respective successors and assigns, all as herein provided.  Any request, notice, direction, consent, 
waiver or other writing or action by any such Person shall bind its successors and assigns. 

11.3 Usage of Terms.  With respect to all terms in this Agreement: (i) the singular includes the 
plural and the plural includes the singular, (ii) words importing any gender include the other gender; 
references to “writing” include printing, typing, lithography and other means of reproducing words in a 
visible form, (iii) references to agreements and other contractual instruments include all subsequent 
amendments thereto or changes therein, (iv) references to Persons include their successors and permitted 
assigns and (v) the term “including” means “including without limitation.” 

11.4 Headings.  The headings of the various Sections herein are for convenience of reference 
only and shall not define or limit any of the terms or provisions hereof. 

11.5 Amendments.  To the fullest extent permitted by applicable law, neither this Agreement 
nor any term or provision hereof may be amended, supplemented, waived, discharged or terminated orally, 
but, subject to Section 3.3, only by a signed writing executed by and among the Manager and the parties 
adversely affected, if any. 

11.6 Notices.  All notices, consents, directions, approvals, instructions, requests and other 
communications required or permitted by the terms hereof shall be in writing, and given by (i) overnight 
courier or (ii) hand delivery, and shall be deemed to have been duly given when received.  Notices shall be 
provided to the parties at the addresses specified below. 

If to the Depositor: ARCTRUST Exchange Holdings LLC  
1255 Broad Street, Suite 250 
Clifton, New Jersey 07011 
Attention: Legal Department 

Docusign Envelope ID: B4A4BCAB-C242-8226-8326-87F584AED584



23 

with a copy to: 

DLA Piper LLP (US) 
4365 Executive Drive, Suite 1100 
San Diego, CA 92121 
Attention: Darryl Steinhause, Esq. 

If to the Manager: ARCTRUST Exchange ST LLC 
1255 Broad Street, Suite 250 
Clifton, New Jersey 07011 
Attention: Legal Department 

with a copy to: 

DLA Piper LLP (US) 
4365 Executive Drive, Suite 1100 
San Diego, CA 92121 
Attention: Darryl Steinhause, Esq. 

If to the Trust: ARCTRUST Exchange DST  
1255 Broad Street, Suite 250 
Clifton, New Jersey 07011 
Attention: Legal Department 

with a copy to: 

DLA Piper LLP (US) 
4365 Executive Drive, Suite 1100 
San Diego, CA 92121 
Attention: Darryl Steinhause, Esq. 

If to the Trustee: United Corporate Services, Inc. 
800 North State Street, Suite 304 
Dover, DE 19901 
Attention: Michael Barr 

If to the Lender: Provident Bank  
10 Woodbridge Center Drive, 3rd Floor 
Woodbridge, NJ 07095 
Attention: LB Department

If to an Owner, at such Person’s address as specified in the most recent Ownership Records. 

From time to time the Depositor, the Trustee, the Trust or the Manager may designate a new address 
for purposes of notice hereunder by notice to the others and any Owner may designate a new address for 
purposes of notice hereunder by notice to the Manager. 

11.7 Governing Law.  This Agreement shall be governed by and construed and enforced in 
accordance with the laws of the State of Delaware (without regard to conflict of law principles).  The laws 
of the State of Delaware pertaining to trusts (other than the Act) shall not apply to this Agreement. 

Docusign Envelope ID: B4A4BCAB-C242-8226-8326-87F584AED584



24 

11.8 Venue.  Any action relating to or arising out of this Agreement shall be brought only in a 
court of competent jurisdiction located in Passaic County, New Jersey. 

11.9 Counterparts.  This Agreement may be signed in any number of counterparts, each of which 
shall be an original, with the same effect as if the signatures thereto and hereto were upon the same 
instrument. 

11.10 Severability.  Any provision of this Agreement that is prohibited or unenforceable in any 
jurisdiction shall, as to such jurisdiction only, be ineffective to the extent of such prohibition or 
unenforceability without invalidating the remaining provisions hereof, and any such prohibition or 
unenforceability in any jurisdiction shall not invalidate or render unenforceable such provision in any other 
jurisdiction.  To the extent permitted by applicable law, each of the parties hereby waives any provision of 
applicable law that renders any such provision prohibited or unenforceable in any respect. 

11.11 Signature of Class A Owners.  Each Investor will execute the Signature Page for Owners 
of the Trust in substantially the form set forth on Exhibit C in connection with its acquisition of Class A 
Interests.  By executing this Agreement or the Signature Page, as applicable, each Owner hereby 
(x) acknowledges and agrees to be bound by the terms of this Agreement and the LLC Agreement when 
and if the Springing LLC is formed and (y) in furtherance of the foregoing, hereby grants to the Manager 
(including any successor to the initial Manager named herein), a special and limited power of attorney, as 
the attorney-in-fact for such Investor, with full power and authority, in the name and on behalf of such 
Owner: (i) to execute and acknowledge, and to swear to the execution and acknowledgment of, the LLC 
Agreement, (ii) to execute and acknowledge, and to swear to the execution and acknowledgment of, any 
documents required to be signed by a Class A Owner with respect to the FMV Option as provided in Section 
10.9 and (iii) to execute and deliver such other documents, and to take such other acts, as are not inconsistent 
with the provisions of this Agreement and the Manager deems necessary or desirable for the purpose of 
effecting a Transfer Distribution and the formation and organization of the Springing LLC in connection 
therewith.  The foregoing power of attorney may be exercised by the Manager, as manager of the Springing 
LLC, for such Owner by the signature of the Manager acting as attorney-in-fact for such Owner or by such 
other method as may be required or requested in connection with the recording or filing of any instrument 
or other document so executed.  In light of such Owner’s agreement to be bound by the LLC Agreement 
pursuant to this Section 11.11, each Owner hereby acknowledges and agrees that (i) such Owner shall be 
deemed to have executed the LLC Agreement when executed by its attorney-in-fact named herein and 
(ii) the LLC Agreement shall be fully enforceable against such Owner, notwithstanding the lack of such 
Owner’s actual signature thereon. 

11.12 Third-Party Beneficiary.  The parties agree that ARCTRUST shall be a third-party 
beneficiary to this Agreement.  
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IN WITNESS WHEREOF, each of the parties has caused this Agreement to be duly executed as 
of the day and year first above written. 

THE TRUSTEE: 

United Corporate Services, Inc., a Delaware 
corporation 

By: 
Name:  
Title:  

THE DEPOSITOR: 

ARCTRUST Exchange Holdings LLC, a 
Delaware limited liability company

By: ARCTRUST Holding Partners LLC, a 
Delaware limited liability company, its 
sole Member 

By: 
Gary S. Baumann, President 

THE DESIGNATED TRUSTEE (for the limited 
purpose set forth in Section 4.5): 

Gary S. Baumann

THE MANAGER: 

ARCTRUST Exchange ST LLC, a Delaware 
limited liability company 

By: ARCTRUST Capital Partners, LLC, a 
Delaware limited liability company, its 
sole Member 

By: 
Gary S. Baumann, President
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EXHIBIT A 

EXHIBIT A 
REAL ESTATE 

i. 885 OAKWOOD ROAD, CHARLESTON, WEST VIRGINIA 

The Land is described as follows: 

All that certain tract or parcel of land, situate in the City of Charleston, Charleston South Annex District, 
Kanawha County, West Virginia, shown as Lot 1 on that certain plat entitled "CVS 2148 Plat Lot 
Combination of the Ellen M. Mullins Estate of Lots #1, #2, #3, #4, and part of Lot #5" by The Reinke Group, 
Inc., dated April 2, 2014 and recorded in the Office of the Clerk of the County Commission of Kanawha 
County, West Virginia, in Map Book 75, Page 40. 

SUBJECT TO (1) all rights and easements as contained in the Easement Agreement dated April 22, 2014 
by and between CVS 2148 WV, L.L.C., a Delaware limited liability company, and David L. Dotson recorded 
on April 24, 2014 in Deed [Book 2874, Page 297] and (2) all rights and easements as contained in the 
Easement Agreement dated June 1, 2015 by and between CVS 2148 WV, L.L.C., a Delaware limited 
liability company, and David L. Dotson, recorded on June 15, 2015, in Deed [Book 2913, Page 312]. 

Being the same tract or parcel of land conveyed by Confirmatory Deed dated March 4, 2020, recorded 
March 9, 2020, in Deed [Book 3055, Page 768], from CH CVS, LLC, a Delaware limited liability company 
(now known as J&D Rose Properties, LLC), to J&D Rose Properties, LLC, a Delaware limited liability 
company (formerly known as CH CVS, LLC). 
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EXHIBIT A 

EXHIBIT A 
REAL ESTATE 

ii. 3680 ALABAMA ROUTE 14, MILLBROOK, ALABAMA 

The Land referred to herein below is situated in the County of Elmore, State of Alabama, and is described 
as follows: 

Lot 1-Parcel "A" 

Commence at the Northwest corner of Section 28, Township 18 North, Range 17 East, Elmore County, 
Alabama; thence South 00 degrees 43' 00" West a distance of 1235.45 feet, more or less, to the 
Southeast right-of-way line of Alabama Highway No. 14; thence continue along said right-of-way line 
along a curve to the right (having a radius of 2704.80 feet, a chord bearing of North 45 degrees 36' 56" 
East, a chord distance of 496.49 feet) an arc distance of 497.19 feet to an iron pipe and the Point of 
Beginning for Lot 1 Parcel A: 

From the Point of Beginning; thence continue along the Southeast right-of-way line of Alabama Highway 
No. 14, along a curve to the right (having a radius of 2704.80 feet, a chord bearing of North 54 degrees 
13' 11" East, a chord distance of 315.00 feet) an arc distance of 315.18 feet to an iron pipe; thence along 
a right-of-way taper, South 53 degrees 15' 22" East a distance of 82.79 feet to a concrete monument, lying 
on the West right-of-way line of Alabama Highway No. 143; thence along said West right-of-way line South 
06 degrees 57' 49" West a distance of 250.00 feet to an iron pipe; thence leaving said right-of-way line 
North 83 degrees 02' 11" West a distance of 160.00 feet to an iron pipe; thence North 67 degrees 11' 44" 
West a distance of 92.69 feet to an iron pipe; thence North 39 degrees 07' 06" West a distance of 75.00 
feet to the Point of Beginning, said Lot 1- Parcel A lying in the Northwest Quarter of Section 28, Township 
18 North, Range 17 East, Elmore County, Alabama, and containing 1.36 acres, more or less. 

Being CVS Millbrook Plat No. 1, recorded July 24, 2001 in Plat Book 13, Page 133, Elmore County Records. 
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EXHIBIT A 

EXHIBIT A 
REAL ESTATE 

iii. 2301 JOHN HAWKINS PARKWAY, HOOVER, ALABAMA 

The Land referred to herein is situated in the County of Jefferson, State of Alabama, and is described as 
follows: 

Lot 1-A, Shades Crest Centers, according to a Resurvey of Lots 1 and 4 of Resurvey of part of Lots 6 & 7, 
8 & 9 Block A and Lots 1, 2 & 3, Block B and Lot 17A, Amended Map of a Resurvey of part of Lots 6, 7, 8 
& 9 Block A and part of Lots 6, 7, 8 & 9, Block E, Shades Acres, recorded in Map Book 21, Page 93, in the 
Probate Office of Jefferson County, Alabama, Bessemer Division as recorded in Map Book 35, Page 32 in 
the Probate Office of Jefferson County, Alabama, Bessemer Division. 
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EXHIBIT A 

EXHIBIT A 
REAL ESTATE 

iv. 1813 WESTCHESTER DRIVE, HIGH POINT, NORTH CAROLINA 

The Land is described as follows: 

BEING LOTS NUMBERED 41, 42 AND 43, DIVISION NO. 2 OF OAK HILL FOREST AS SHOWN BY A 

MAP OR PLAT THEREOF DULY RECORDED IN THE OFFICE OF THE REGISTER OF DEEDS OF 

GUILFORD COUNTY IN PLAT BOOK 13, PAGE 66. 

SAVE AND EXCEPT THAT TRACT OF LAND CONVEYED TO HUGH J. SMART IN DEED BOOK 2431, 
PAGE 694 IN THE OFFICE OF THE REGISTER OF DEEDS OF GUILFORD COUNTY AND THAT 
TRACT OF LAND CONVEYED TO MARTIN THEATRES OF GEORGIA, INC. IN DEED BOOK 2459, 
PAGE 50 IN THE OFFICE OF THE REGISTER OF DEEDS OF GUILFORD COUNTY. 

THE SUBJECT PROPERTY IS A PORTION OF THAT PROPERTY DESCRIBED IN DEED BOOK 2422, 

PAGE 481, GUILFORD COUNTY REGISTRY AND IS FURTHER DESIGNATED AS TAX PARCEL 

IDENTIFIER NUMBER 0185421 ON THE GUILFORD COUNTY TAX MAPS. 

BEGINNING AT A PIPE FOUND ON THE NORTHERLY R/W OF CAREY AVENUE (SAID PIPE HAVING 
NC GRID COORDINATES OF N: 799,447.76' AND E: 1,694,155.01' NAD 83/2011), BEING THE 
SOUTHWESTERLY CORNER OF HOSPICE OF PIEDMONT, INC (D.B. 7212, PG. 708 & P.B. 182, PG. 
31); THENCE 2 CALLS WITH THE NORTHERLY R/W OF SAID CAREY AVENUE: 1) N 86°26'14"W A 
DISTANCE OF 174.95' TO A POINT; 2) WITH A CURVE TURNING TO THE RIGHT WITH AN ARC 
LENGTH OF 37.48', WITH A RADIUS OF 25.00', WITH A CHORD BEARING OF N 41°28'34"W, WITH 
A CHORD LENGTH OF 34.07' TO A POINT IN THE EASTERLY R/W OF WESTCHESTER DRIVE; 
THENCE SAID EASTERLY R/W, N 03°22'49"E A DISTANCE OF 240.00' TO A PIPER FOUND 
ANOTHER COMMON CORNER OF HOSPICE OF PIEDMONT, INC (D.B. 7212, PG. 708 & P.B. 182, 
PG. 18); THENCE WITH SAID HOSPICE 3 CALLS: 1) S 86°37'11"E A DISTANCE OF 151.77' TO A 
PIPE FOUND; 2) S 72°31'30"E A DISTANCE OF 49.61' TO A PIPE FOUND; 3) S 03°35'07"W A 
DISTANCE OF 252.63' TO THE POINT OF BEGINNING, HAVING AN AREA OF 52,309 SQUARE 
FEET, OR 1.200 ACRES.
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EXHIBIT A 

EXHIBIT A 
REAL ESTATE 

v. 2630 EASTCHESTER DRIVE, HIGH POINT, NORTH CAROLINA 

The Land is described as follows: 

Beginning at an existing iron pin in the Western margin of S.R. 1536, the Northeast corner of DEEP 
RIVER MONTHLY MEETING, running thence North 84° 44’ 06” West 276.18 feet to a point in the Eastern 
margin of New N.C. Highway 68; thence North 30° 45’ 41” East 338.95 feet along the Eastern margin of 
said highway to an existing monument; 

Thence South 75° 45’ East 103.09 feet to a point in the Western right of way of S.R. 1536; 
Thence with the arc of a curve to the right with a radius of 208.73 feet, a distance of 144.69 feet to an 
existing monument in the Western line of S.R. 1536; 

Thence South 10° 20’ 36” West 94.04 feet along said Western line of S.R. 1536 to an iron stake; 

Thence continuing along said Western line of S.R.1536 South 07° 46’ West 60.00 feet to the point and 
place of beginning, the same containing 1.40 acres, more or less. 
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EXHIBIT A 

EXHIBIT A 
REAL ESTATE 

vi. 831 JULIAN AVENUE, THOMASVILLE, NORTH CAROLINA 

The Land is described as follows: 

Contained 2.000 acres according to and designated as Tract 1 on a survey entitled "Final Plat Bank of North 
Carolina" (proposed) Julian Avenue, Thomasville, North Carolina dated September 10, 1991 and prepared 
by E.M. Teer, R.L.S.
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EXHIBIT B 

EXHIBIT B 

OWNERSHIP RECORDS 

Last Revised ___________, 20___. 

Name Mailing Address 
Phone 

Number 

Class of 
Beneficial 
Interests 

Number of 
Beneficial 
Interests 

____________________ ______________________ 

______________________ 

___________ __________ __________ 

____________________ ______________________ 

______________________ 

___________ __________ __________ 

____________________ ______________________ 

______________________ 

___________ __________ __________ 

____________________ ______________________ 

______________________ 

___________ __________ __________ 

____________________ ______________________ 

______________________ 

___________ __________ __________ 

The undersigned hereby certifies that the foregoing Ownership Records are complete and accurate 
as of the date set forth above. 

ARCTRUST Exchange ST LLC, not in its individual 
capacity, but solely as Manager 

By: ARCTRUST Capital Partners, LLC, a Delaware 
limited liability company, its sole Member 

By: 
Gary S. Baumann, President
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EXHIBIT C 

EXHIBIT C 

FORM OF SIGNATURE PAGE FOR 

CLASS A OWNERS OF 

ARCTRUST EXCHANGE DST 

The undersigned has received and reviewed, with assistance from such legal, tax, investment, and 
other advisors and skilled persons as the undersigned has deemed appropriate, the Amended and Restated 
Trust Agreement of ARCTRUST Exchange DST dated February 17, 2026, by and among ARCTRUST 
Exchange Holdings LLC, LLC, a Delaware limited liability company, as Depositor, ARCTRUST Exchange 
ST LLC, a Delaware limited liability company, as Manager, and United Corporate Services, Inc., a 
Delaware corporation, as Trustee (the “Trust Agreement”), as may be further amended or supplemented 
from time to time, and hereby covenants and agrees to be bound by the Trust Agreement as an Owner.  All 
capitalized terms used herein, and not defined herein shall have the meanings given to such terms in the 
Trust Agreement. 

In connection with the purchase of the Class A Interest, the undersigned hereby represents and 
warrants that the undersigned is: 

(a) (1) a citizen or resident of the U.S. (including certain former citizens and former long-term 
residents), (2) a corporation (or other entity taxable as a corporation for U.S. federal income tax purposes) 
created or organized in or under the laws of the U.S. or any political subdivision thereof, (3) an estate, the 
income of which is subject to U.S. federal income taxation regardless of the source of such income or (4) a 
trust, if (i) the administration of the trust is subject to the primary supervision of a U.S. court and a U.S. 
person has authority to control all substantial decisions of the Trust or (ii) the trust has a valid election in 
effect under applicable Treasury Regulations to be treated as a U.S. person; 

(b) not an employee benefit plan within the meaning of the Employee Retirement Income 
Security Act of 1974, as amended; and 

(c) an Accredited Investor, unless the undersigned is not required to be an Accredited Investor 
pursuant to the applicable state and federal securities laws (to be determined in the sole discretion of the 
Manager). 

Name: [ ] 
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EXHIBIT D 

EXHIBIT D 

FORM OF LIMITED LIABILITY COMPANY AGREEMENT 
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LIMITED LIABILITY COMPANY AGREEMENT 
OF

[ARCTRUST EXCHANGE SPRINGING LLC] 

THE SECURITIES OFFERED HEREBY HAVE NOT BEEN REGISTERED UNDER 
THE SECURITIES ACT OF 1933 NOR APPROVED OR DISAPPROVED BY THE 
UNITED STATES SECURITIES AND EXCHANGE COMMISSION NOR BY THE 
SECURITIES REGULATORY AUTHORITY OF ANY STATE, NOR HAS ANY 
COMMISSION OR AUTHORITY PASSED UPON OR ENDORSED THE MERITS 
OF THIS OFFERING OR THE ACCURACY OR ADEQUACY OF ANY 
DISCLOSURE MADE IN CONNECTION THEREWITH.  ANY REPRESENTATION 
TO THE CONTRARY IS A CRIMINAL OFFENSE.  THE SECURITIES OFFERED 
HEREBY MAY NOT BE RESOLD WITHOUT REGISTRATION UNDER THE 
SECURITIES ACT OF 1933 AND APPLICABLE STATE SECURITIES LAWS OR 
EXEMPTION THEREFROM. 
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LIMITED LIABILITY COMPANY AGREEMENT 
OF 

[ARCTRUST EXCHANGE SPRINGING LLC] 

This Limited Liability Company Agreement, effective this [___] day of [_________], 20[___], is 
entered into by and among ARCTRUST Exchange ST LLC, a Delaware limited liability company, as the 
Manager, and the parties set forth on Exhibit B hereto, as the Members, pursuant to the Act on the following 
terms and conditions. 

WHEREAS, the Projects and related assets were held by ARCTRUST Exchange ST LLC, a 
Delaware statutory trust (the “Trust”); 

WHEREAS, pursuant to the Trust Agreement, the Trust was liquidated and the assets and liabilities, 
including but not limited to the Loan and the Leases, were assigned to the Company by the Trust on behalf 
of each Beneficial Owner of the Trust; and 

WHEREAS, each Beneficial Owner will receive in exchange for their share of the Trust Estate, 
and subject to the liabilities of the Trust, Units in proportion to their Percentage Share of the Trust Estate. 

1. Organization. 

1.1 Formation.  On [________________], 20[__], a Certificate of Formation was filed in the 
office of the Secretary of State of the state of Delaware in accordance with and pursuant to the Act. 

1.2 Name and Place of Business.  The name of the Company shall be “[ARCTRUST Exchange 
Springing LLC]”, and its principal place of business shall be 1255 Broad Street, Suite 250, Clifton, NJ 
07013.  The Manager may change such name, change such place of business or establish additional places 
of business of the Company as the Manager may determine to be necessary or desirable. 

1.3 Business and Purpose of the Company.  The Company’s business and purpose is to engage 
in the following activities: 

1.3.1 To acquire, own, hold, lease, operate, manage, sell, transfer, service, convey, 
safekeep, dispose of, pledge, assign, borrow money against, finance, refinance or otherwise deal with, the 
Projects to the extent permitted under the Loan Documents, and such activities as are necessary or incidental 
in connection therewith; 

1.3.2 To enter into and perform its obligations under the Loan Documents; 

1.3.3 To refinance the Projects in connection with a permitted repayment or defeasance 
of the Loan; and 

1.3.4 To engage in any lawful act or activity and to exercise any powers permitted to 
limited liability companies organized under the laws of the state of Delaware that are related or incidental 
to and necessary, convenient or advisable for the accomplishment of the above-mentioned purposes. 

1.4 Term.  The term of the Company shall commence on the effective date of this Agreement 
and shall terminate on December 31, 2060, unless the Company is sooner dissolved and terminated as 
provided in this Agreement. 
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1.5 Required Filings.  The Manager shall execute, acknowledge, file, record, amend and/or 
publish such certificates and documents, as may be required by this Agreement or by law in connection 
with the formation and operation of the Company. 

1.6 Registered Office and Registered Agent.  The Company’s initial registered office and 
initial registered agent shall be as provided in the Certificate of Formation.  The registered office and 
registered agent may be changed from time to time by the Manager by filing the address of the new 
registered office and/or the name of the new registered agent pursuant to the Act. 

1.7 Certain Transactions.  Any Manager, Owner or any Affiliate thereof, or any shareholder, 
officer, director, employee, partner, member, manager or any Person owning an interest therein, may 
engage in or possess an interest in any other business or venture of any nature or description, whether or 
not competitive with the Company, including, but not limited to, the acquisition, syndication, ownership, 
financing, leasing, operation, maintenance, management, brokerage, construction and development of 
property similar to the Projects and no Manager, Owner or any Affiliate, or other Person shall have any 
interest in such other business or venture by reason of their interest in the Company. 

2. Definitions.  Definitions for this Agreement are set forth on Exhibit A and are incorporated herein. 

3. Capitalization and Financing. 

3.1 Manager’s Capital Contribution.  The Manager shall not be required to make a Capital 
Contribution to the Company. 

3.2 Members’ Capital Contributions. 

3.2.1 Members.  Each Member shall contribute to the Company their respective interest 
in the assets of the Trust, which were distributed to such Member pursuant to the liquidation of the Trust, 
including but not limited to their undivided interest in the Projects.  As part of the liquidation of the Trust, 
the Trust has transferred the Trust Estate, subject to liabilities of the Trust, to the Company on behalf of 
each Beneficial Owner of the Trust.  The Company will assume each Member’s share of all liabilities and 
obligations attributable to their interest in the Trust, including but not limited to the Loan and the Leases.  
The Members shall receive Units in the Company in exchange for such transfer or upon a conversion of the 
Trust into this limited liability company. 

3.2.2 Units.  The Company is hereby authorized to issue 1,000 Units and to admit the 
persons who acquire such Units as Members.  The Company shall issue 10 Units for each 1% of Beneficial 
Interest received by the Members and contributed to the Company by the Trust on behalf of the Members, 
with such ratio to be revised proportionally for partial percentages contributed to the Company.  For 
example, if a Member held a 1.235% Beneficial Interest in the Trust and contributed 1.235% of the Trust 
assets subject to applicable liabilities, the Member will receive 12.35 Units. 

3.2.3 Manager or its Affiliates as Member.  The Manager and/or its Affiliates may 
acquire Units upon the same terms and conditions as all other Members.  As a result, the Manager or its 
Affiliates may be admitted to the Company as Members with respect to such Units and would be entitled 
to all rights as Members appurtenant thereto, including but not limited to the right to vote on certain 
Company matters as provided for in this Agreement and to receive Distributions and allocations attributable 
to such Units. 

3.2.4 Admission of a Member.  To the extent required by law, the Manager shall amend 
this Agreement and take such other action as the Manager deems necessary or appropriate promptly after 
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receipt of the Members’ Capital Contributions to the Company to reflect the admission of those Persons to 
the Company as Members. 

3.2.5 Liabilities of Members.  Except as specifically provided in this Agreement, neither 
the Manager nor any Member shall be required to make any additional contributions to the Company and 
no Manager or Member shall be liable for the debts, liabilities, contracts or any other obligations of the 
Company, by reason of being a Manager or Member of the Company, nor shall the Manager or the Members 
be required to lend any funds to the Company or to repay to the Company, the Manager or any Member, or 
any creditor of the Company any portion or all of any deficit balance in a Member’s Capital Account. 

3.3 Manager Loans.  The Manager and its Affiliates may, but will have no obligation to, make 
loans to the Company.  Any such loan shall bear interest at market rates and provide for the payment of 
principal and any accrued but unpaid interest in accordance with the terms of the promissory note 
evidencing such loan, but in no event later than the dissolution of the Company. 

3.4 Company Loans.  The Company may obtain or assume, in the sole discretion of the 
Manager, loans for the benefit of the Company. 

4. Allocation of Tax Items. 

4.1 Allocation of Net Income and Net Loss.  For each fiscal year, the Net Income and Net Loss 
of the Company shall be allocated as follows: 

4.1.1 Net Income.  After giving effect to the special allocations set forth in Sections 4.2 
and 4.3, Net Income for any fiscal year shall be allocated as follows: 

(a) First, to the Members in proportion to and to the extent of Net Loss 
previously allocated to the Members pursuant to Section 4.1.2(b) until the aggregate Net Income allocated 
to the Members pursuant to this Section 4.1.1(a) for such fiscal year and all previous fiscal years is equal 
to the aggregate Net Loss allocated to the Members pursuant to Section 4.1.2(b) for all previous fiscal years; 

(b) Second, to the Members in proportion to their Units. 

4.1.2 Net Loss.  After giving effect to the special allocations set forth in Sections 4.2 and 
4.3, Net Loss for any fiscal year shall be allocated as follows: 

(a) First, to the Members in proportion to and to the extent of Net Income 
allocated to the Members under Section 4.1.1(b) until the aggregate Net Loss allocated pursuant to this 
Section 4.1.2(a) for such fiscal year and all previous fiscal years equals the aggregate Net Income allocated 
to the Members pursuant to Section 4.1.1(b) for all previous fiscal years; provided that Net Loss shall not 
be allocated to any Member to the extent such allocation would cause such Member to have an Adjusted 
Capital Account Deficit at the end of a fiscal year; 

(b) Second, to the Members in proportion to their Units. 

4.2 Special Allocations. 

4.2.1 Qualified Income Offset.  Except as provided in Section 4.2.3, in the event any 
Member unexpectedly receives any adjustments, allocations, or distributions described in Treasury 
Regulations Sections 1.704-1(b)(2)(ii)(d)(4), 1.704-1(b)(2)(ii)(d)(5), or 1.704-1(b)(2)(ii)(d)(6), items of 
Company income and gain shall be specially allocated to such Member in an amount and manner sufficient 
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to eliminate, to the extent required by the Treasury Regulations, the Adjusted Capital Account Deficit 
created by such adjustment, allocation or distribution as quickly as possible. 

4.2.2 Gross Income Allocation.  Net Loss shall not be allocated to any Member to the 
extent such allocation would cause such Member to have an Adjusted Capital Account Deficit at the end of 
a fiscal year.  In the event any Member has an Adjusted Capital Account Deficit at the end of any fiscal 
year, each such Member shall be specially allocated items of Company gross income and gain in the amount 
of such Adjusted Capital Account Deficit as quickly as possible. 

4.2.3 Minimum Gain Chargeback.  Notwithstanding any other provision of this 
Section 4, if there is a net decrease in Company Minimum Gain during any Company fiscal year, each 
Member shall be specially allocated items of Company income and gain for such year (and, if necessary, 
subsequent years) in an amount equal to such Member’s share of the net decrease in Company Minimum 
Gain, determined in accordance with Treasury Regulations Section 1.704-2(g)(2).  This Section 4.2.3 is 
intended to comply with the partnership minimum gain chargeback requirement in the Treasury Regulations 
and shall be interpreted consistently therewith.  This provision shall not apply to the extent the Member’s 
share of net decrease in Company Minimum Gain is caused by a guaranty, refinancing, or other change in 
the debt instrument causing it to become partially or wholly recourse debt or Member Nonrecourse Debt, 
and such Member bears the economic risk of loss (within the meaning of Treasury Regulations 
Section 1.752-2) for the newly guaranteed, refinanced or otherwise changed debt or to the extent the 
Member contributes cash to the capital of the Company that is used to repay the Nonrecourse Debt, and the 
Member’s share of the net decrease in Company Minimum Gain results from the repayment. 

4.2.4 Member Minimum Gain Chargeback.  Notwithstanding any other provision of this 
Section 4, except Section 4.2.3, if there is a net decrease in Member Minimum Gain, any Member with a 
share of that Member Minimum Gain (as determined under Treasury Regulations Section 1.704-2(i)(5)) as 
of the beginning of the year shall be allocated items of Company income and gain for such year (and, if 
necessary, subsequent years) in an amount equal to such Member’s share of the net decrease in Member 
Minimum Gain, determined in accordance with Treasury Regulations Section 1.704-2(g)(2).  This 
Section shall not apply to the extent the net decrease in Member Minimum Gain arises because the liability 
ceases to be Member Nonrecourse Debt due to conversion, refinancing or other change in a debt instrument 
that causes it to become partially or wholly a Nonrecourse Debt.  This Section is intended to comply with 
the partner minimum gain chargeback requirements in the Treasury Regulations and shall be interpreted 
consistently therewith and applied with the restrictions attributable thereto. 

4.2.5 Nonrecourse Deductions.  Nonrecourse Deductions for any fiscal year or other 
period shall be allocated to the Members in proportion to their Units.  A Member’s “interest in partnership 
profits” for purposes of determining its share of the excess nonrecourse liabilities of the Company within 
the meaning of Treasury Regulations Section 1.752-3(a)(3) shall be such Member’s percentage interest in 
the Company; provided, however, with respect to the Units issued for Property, excess nonrecourse liability 
shall first be allocated to the Members who contributed the applicable Property to the extent of any built-in 
gain with respect to such Property that is attributable to such Member pursuant to Code Section 704(c) to 
the extent debt attributable to such gain has not previously been allocated to such Member pursuant to 
Treasury Regulations Section 1.752-3(a)(2). 

4.2.6 Member Nonrecourse Deductions.  Member Nonrecourse Deductions for any 
fiscal year shall be allocated to the Member who bears the economic risk of loss as set forth in Treasury 
Regulations Section 1.752-2 with respect to the Member Nonrecourse Debt.  If more than one Member 
bears the economic risk of loss for a Member Nonrecourse Debt, any Member Nonrecourse Deductions 
attributable to that Member Nonrecourse Debt shall be allocated among the Members according to the ratio 
in which they bear the economic risk of loss. 

Docusign Envelope ID: B4A4BCAB-C242-8226-8326-87F584AED584



5 

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

4.3 Curative Allocations.  Notwithstanding any other provision of this Agreement, the 
Regulatory Allocations shall be taken into account in allocating items of income, gain, loss and deduction 
among the Members so that, to the extent possible, the net amount of such allocations of other items and 
the Regulatory Allocations to each Member shall be equal to the net amount that would have been allocated 
to each such Member if the Regulatory Allocations had not occurred. 

4.4 Contributed Property.  Notwithstanding any other provision of this Agreement, the 
Manager shall cause depreciation and/or cost recovery deductions and gain or loss attributable to Property 
contributed by a Member or revalued by the Company to be allocated among the Members for income tax 
purposes in accordance with Code Section 704(c) and the Treasury Regulations promulgated thereunder. 

4.5 Recapture Income.  The portion of each Member’s distributive share of Net Income that is 
characterized as ordinary income pursuant to Code Sections 1245 or 1250 shall be proportionate to the 
amount of Net Income or Net Loss which included the corresponding depreciation deductions that were 
allocated to such Member as compared with the amount of depreciation deductions allocated to all 
Members. 

4.6 Allocation Among Units.  Except as otherwise provided in this Agreement, all 
Distributions and allocations made to the Members shall be in the ratio of the number of Units held by each 
such Member on the date of such allocation (which allocation date shall be deemed to be the last day of 
each month) to the total outstanding Units as of such date, and, except as otherwise provided in this 
Agreement without regard to the number of days during such month that the Units were held by each 
Member.  Members who acquire Units at different times during the Company tax year shall be allocated 
Net Income and Net Loss using the monthly convention set forth in Section 4.8.  For purposes of this 
Section 4 and Section 5, an Economic Interest Owner shall be treated as a Member. 

4.7 Allocation of Company Items.  Except as otherwise provided herein, whenever a 
proportionate part of Net Income or Net Loss is allocated to a Member, every item of income, gain, loss or 
deduction entering into the computation of such Net Income or Net Loss, and every item of credit or tax 
preference related to such allocation and applicable to the period during which such Net Income or Net 
Loss was realized shall be allocated to the Member in the same proportion. 

4.8 Assignment.  In the event of the assignment of a Unit, the Net Income and Net Loss shall 
be allocated as between the Member and its assignee based upon the number of months of their respective 
ownership during the year in which the assignment occurs, without regard to the results of the Company’s 
operations during the period before or after such assignment.  Distributions shall be made to the holder of 
record of the Units as of the date of the Distribution.  An assignee who receives Units during the first 
15 days of a month will receive any allocations relative to such month.  An assignee who acquires Units on 
or after the 16th day of a month will be treated as acquiring the Units on the first day of the following 
month. 

4.9 Power of Manager to Vary Allocations.  It is the intent of the Members that each Member’s 
share of Net Income and Net Loss be determined and allocated in accordance with Code Section 704(b) 
and the provisions of this Agreement shall be so interpreted.  Therefore, if the Company is advised by the 
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Company’s legal counsel that the allocations provided in this Section 4 are unlikely to be respected for 
federal income tax purposes, the Manager is hereby granted the power to amend the allocation provisions 
of this Agreement to the minimum extent necessary to comply with Code Section 704(b) and effect the plan 
of allocations and Distributions provided for in this Agreement. 

4.10 Consent of Members.  The allocation methods of Net Income and Net Loss are hereby 
expressly consented to by each Member as a condition of becoming a Member. 

4.11 Withholding Obligations. 

4.11.1 If the Company is required (as determined by the Manager) to make a payment 
(“Tax Payment”) with respect to any Member to discharge any legal obligation of the Company or the 
Manager to make payments to any governmental authority with respect to any federal, foreign, state or local 
tax liability of such Member arising as a result of such Member’s interest in the Company, then, 
notwithstanding any other provision of this Agreement to the contrary, the amount of any such Tax Payment 
shall be deemed to be a loan by the Company to such Member, which loan shall bear interest at the Prime 
Rate and be payable upon demand or by offset to any Distribution which otherwise would be made to such 
Member. 

4.11.2 If and to the extent the Company is required to make any Tax Payment with respect 
to any Member, or elects to make payment on any loan described in Section 4.11.1 by offset to a 
Distribution to a Member, either (i) such Member’s proportionate share of such Distribution shall be 
reduced by the amount of such Tax Payment or offset or (ii) such Member shall pay to the Company prior 
to such Distribution an amount of cash equal to such Tax Payment or offset.  In the event a portion of a 
Distribution in kind is retained by the Company pursuant to clause (i) above, such retained Property may, 
in the discretion of the Manager, either (A) be distributed to the other Members or (B) be sold by the 
Company to generate the cash necessary to satisfy such Tax Payment.  If the Property is sold, then for 
purposes of income tax allocations only under this Agreement, any gain or loss from such sale or exchange 
shall be allocated to the Member to whom the Tax Payment relates.  If the Property is sold at a gain, and 
the Company is required to make any Tax Payment on such gain, the Member to whom the gain is allocated 
shall pay the Company prior to the due date of the Tax Payment an amount of cash equal to such Tax 
Payment. 

4.11.3 The Manager shall be entitled to hold back any Distribution to any Member to the 
extent the Manager believes in good faith that a Tax Payment will be required with respect to such Member 
in the future and the Manager believes that there will not be sufficient subsequent Distributions to make 
such Tax Payment. 

5. Distributions. 

5.1 Cash From Operations.  Except as otherwise provided in Section 13, Cash From Operations 
with respect to each calendar year shall be distributed to the Members in proportion to their Units. 

5.2 Restrictions.  The Company intends to make periodic Distributions of substantially all cash 
determined by the Manager to be distributable, subject to the following:  (i) Distributions may be restricted 
or suspended for periods when the Manager determines in its reasonable discretion that it is in the best 
interest of the Company and (ii) all Distributions are subject to the payment, and the maintenance of 
reasonable reserves for payment, of Company obligations. 
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6. Compensation to the Manager and its Affiliates. 

6.1 Manager’s and Affiliates’ Compensation.  The Manager and its Affiliates shall receive as 
compensation from the Company for services rendered or to be rendered only as specified in this 
Agreement.  Neither the Manager nor its Affiliates shall have any obligation by virtue of this Agreement to 
spend any of its own funds, or to take any action that could result in its incurring any cost or expense.  The 
Manager, on behalf of the Company, can enter into contracts with the Manager or its Affiliates or any other 
party to property manage, lease or refinance the Projects at market rates. 

6.1.1 The Manager or an Affiliate shall be entitled to receive an annual management fee 
of $58,000, payable monthly. 

6.1.2 The Manager or an Affiliate may enter into a property and asset management 
agreement with the Company with respect to the Projects and shall be entitled to receive compensation for 
its services in managing, leasing, financing, overseeing construction and disposing of the Projects. 

6.1.3 The Manager or an Affiliate shall be entitled to receive a disposition fee equal to 
(a) 2% of the aggregate gross sale price of all of the Projects, payable from the proceeds of the sale of the 
last Project; provided, however that the Manager shall only receive such fee if the aggregate gross sale price 
for all of the Projects exceeds $20,500,000 or, (b) in the event of the exercise of the FMV Option 
contemplated under Section 17, a fee equal to 1%  of the final fair market value of all of the Projects 
determined by the appraisers set forth in Section 17.2, payable from cash proceeds or Exchange Entity Units 
at the election of the Manager; provided, however that the Manager shall only receive such fee if such final 
fair market value exceeds $20,500,000. 

6.2 Company Expenses. 

6.2.1 Operating Expenses.  Subject to the limitations set forth in Section 6.2.2., the 
Company shall pay directly, or reimburse the Manager as the case may be, for all of the costs and expenses 
of the Company’s operations, formation and termination.  The Company shall pay any fees owed to third-
party real estate brokers in addition to any fees paid pursuant to Section 6.1. 

6.2.2 Manager Overhead.  Except as set forth in this Section 6, the Manager and its 
Affiliates shall not be reimbursed for overhead expenses incurred in connection with the Company. 

7. Authority and Responsibilities of the Manager. 

7.1 Management.  The business and affairs of the Company shall be managed by the Manager.  
Except as otherwise set forth in this Agreement, the Manager shall have full and complete authority, power 
and discretion to manage and control the business, affairs and properties of the Company, to make all 
decisions regarding those matters and to perform any and all other acts or activities customary or incident 
to the management of the Company’s business. 

7.2 Number, Tenure and Qualifications.  The Company shall have one Manager, which shall 
be ARCTRUST Exchange ST LLC.  The Manager shall hold office until such Manager is removed or 
withdraws or resigns as set forth in this Agreement.

7.3 Manager Authority.  The Manager shall have all authority, rights and powers conferred by 
law (subject to Section 7.4 and Section 8.2, if required) and those required or appropriate to the 
management of the Company’s business, which, by way of illustration but not by way of limitation, shall 
include the right, authority and power to cause the Company to: 
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7.3.1 Enter into any limited liability company agreement, partnership agreement or other 
operating agreement with a joint venture partner; 

7.3.2 Acquire, hold, develop, lease, rent, operate, sell, exchange, subdivide and 
otherwise dispose of Property including the Projects; 

7.3.3 Borrow money, and, if security is required therefor, to pledge or mortgage or 
subject Property to any security device, to obtain replacements of any mortgage or other security device 
and to prepay, in whole or in part, refinance, increase, modify, consolidate, or extend any mortgage or other 
security device.  All of the foregoing shall be on such terms and in such amounts as the Manager, in its sole 
discretion, deems to be in the best interest of the Company; 

7.3.4 Place record title to, or the right to use, Property in the name or names of a nominee 
or nominees for any purpose convenient or beneficial to the Company; 

7.3.5 Enter into such contracts and agreements as the Manager determines to be 
reasonably necessary or appropriate in connection with the Company’s business and purpose including 
asset management, property management, leasing, refinancing, or sale  (including contracts with Affiliates 
of the Manager), and any contract of insurance that the Manager deems necessary or appropriate for the 
protection of the Company and the Manager, including errors and omissions insurance, for the conservation 
of Company assets, or for any purpose convenient or beneficial to the Company; 

7.3.6 Employ Persons, who may be Affiliates of the Manager, in the operation and 
management of the business of the Company; 

7.3.7 Prepare or cause to be prepared reports, statements, and other relevant information 
for distribution to the Members; 

7.3.8 Open accounts and deposit and maintain funds in the name of the Company in 
banks, savings and loan associations, “money market” mutual funds and other instruments as the Manager 
may deem in its discretion to be necessary or desirable; 

7.3.9 Cause the Company to make or revoke any of the elections referred to in the Code 
(the Manager shall have no obligation to make any such elections); 

7.3.10 Select as the Company’s accounting year a calendar or fiscal year as may be 
approved by the Internal Revenue Service (the Company initially intends to adopt the calendar year); 

7.3.11 Determine the appropriate accounting method or methods to be used by the 
Company; 

7.3.12 In addition to any amendments otherwise authorized herein, amend this Agreement 
without any action on the part of the Members by special or general power of attorney or otherwise: 

(a) To add to the representations, duties, services or obligations of the 
Manager or its Affiliates, for the benefit of the Members; 

(b) To cure any ambiguity or mistake, to correct or supplement any provision 
herein that may be inconsistent with any other provision herein, or to make any other provision with respect 
to matters or questions arising under this Agreement that will not be inconsistent with the provisions of this 
Agreement; 
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(c) To amend this Agreement to reflect the addition or substitution of the 
Members or the reduction of the Capital Accounts upon the return of capital to the Members; 

(d) To minimize the adverse impact of, or comply with, any final regulation 
of the United States Department of Labor, or other federal agency having jurisdiction, defining “plan assets” 
for ERISA purposes; 

(e) To reconstitute the Company under the laws of another state if beneficial; 

(f) To execute, acknowledge and deliver any and all instruments to effectuate 
the foregoing, including the execution, acknowledgment and delivery of any such instrument by the 
attorney-in-fact for the Manager under a special or limited power of attorney, and to take all such actions 
in connection therewith as the Manager shall deem necessary or appropriate with the signature of the 
Manager acting alone; and 

(g) To make any changes to this Agreement as requested or required by any 
lender or potential lender which may be required to obtain financing, including, but not limited to, 
complying with any special purpose entity requirements. 

7.3.13 Require in any Company contract that the Manager shall not have any personal 
liability, but that the Person contracting with the Company is to look solely to the Company and its assets 
for satisfaction; 

7.3.14 Lease personal property for use by the Company; 

7.3.15 Establish reserves from income in such amounts as the Manager may deem 
appropriate; 

7.3.16 Make secured or unsecured loans to the Company and receive interest at the rates 
set forth herein; 

7.3.17 Represent the Company and the Members as the “partnership representative” 
within the meaning of the Code in discussions with the Internal Revenue Service regarding the tax treatment 
of items of Company income, loss, deduction or credit, or any other matter reflected in the Company’s 
returns, and, to agree to final Company administrative adjustments or file a petition for a readjustment of 
the Company items in question with the applicable court; 

7.3.18 Hold an election for a successor Manager before the resignation, expulsion or 
dissolution of the Manager; 

7.3.19 Initiate legal actions, settle legal actions and defend legal actions on behalf of the 
Company; 

7.3.20 Admit itself as a Member; 

7.3.21 Enter into any transaction with any partnership or venture; 

7.3.22 Merge or combine the Company or “roll-up” the Company into a partnership, 
limited liability company or other entity with a Majority Vote; 

7.3.23 Place all or a portion of the Projects in one or more single purpose or bankruptcy 
remote entities, or otherwise structure or restructure the Company to accommodate any financing for all or 
a portion of the Projects; 
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7.3.24 Appoint officers of the Company as set forth in Section 7.10 of this Agreement; 

7.3.25 Perform any and all other acts which the Manager is obligated to perform 
hereunder; and 

7.3.26 Execute, acknowledge and deliver any and all instruments to effectuate the 
foregoing, and take all such actions in connection therewith as the Manager may deem necessary or 
appropriate.  Any and all documents or instruments may be executed on behalf and in the name of the 
Company by the Manager. 

7.4 Restrictions on Manager’s Authority.  Neither the Manager nor any of its Affiliates shall 
have authority, without a Majority Vote, to: 

7.4.1 Enter into contracts with the Company that would bind the Company after the 
expulsion, Event of Insolvency, or other cessation to exist of the Manager, or to continue the business of 
the Company after the occurrence of such event; 

7.4.2 Use or permit any other Person to use Company funds or assets in any manner 
except for the exclusive benefit of the Company; 

7.4.3 Alter the primary purpose of the Company; 

7.4.4 Receive from the Company a rebate or give-up or participate in any reciprocal 
business arrangements which would enable it or any Affiliate to do so; 

7.4.5 Sell or lease to the Company any real property in which the Manager or any 
Affiliate has any interest without a Majority Vote; and 

7.4.6 Admit another Person as the Manager, except with the consent of the Members as 
provided in this Agreement. 

7.5 Responsibilities of the Manager.  The Manager shall: 

7.5.1 Have the responsibility for the safekeeping and use of all the funds and assets of 
the Company; 

7.5.2 Devote such of its time and business efforts to the business of the Company as it 
shall in its discretion, exercised in good faith, determine to be necessary to conduct the business of the 
Company; 

7.5.3 File and publish all certificates, statements, or other instruments required by law 
for formation, qualification and operation of the Company and for the conduct of its business in all 
appropriate jurisdictions; 

7.5.4 Cause the Company to be protected by public liability, property damage and other 
insurance determined by the Manager in its discretion to be appropriate to the business of the Company; 

7.5.5 At all times use its best efforts to meet applicable requirements for the Company 
to be taxed as a partnership and not as an association taxable as a corporation; and 

7.5.6 Amend this Agreement to reflect the admission of the Members not later than 90 
days after the date of admission or substitution. 
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7.6 Administration of Company.  So long as it is the Manager and the provisions of this 
Agreement for compensation and reimbursement of expenses of the Manager are observed, the Manager 
shall have the responsibility of providing continuing administrative and executive support, advice, 
consultation, analysis and supervision with respect to the functions of the Company, including decisions 
regarding refinancing and sale or other disposition of the Projects and compliance with federal, state and 
local regulatory requirements and procedures.  In this regard, the Manager may retain the services of its 
Affiliates or unaffiliated parties as the Manager may deem appropriate to provide management and financial 
consultation and advice, and may enter into agreements for the management and operation of Company 
assets.  The Manager shall have no other fiduciary or other duties or obligations to the Company or the 
Members except as set forth in this Agreement. 

7.7 Indemnification of the Manager and Officers. 

7.7.1 The Manager, its owners, Affiliates, officers, directors, partners, managers, 
members, employees, agents, assigns, principals, trustees and any officers of the Company, shall not be 
liable for, and shall be indemnified and held harmless (to the extent of the Company’s Property) from, any 
loss or damage incurred by them, the Company or the Members in connection with the business of the 
Company, including costs, expenses and reasonable attorneys’ fees and any amounts expended in the 
settlement of any claims of loss or damage resulting from any act or omission performed or omitted in good 
faith, which shall not constitute fraud, gross negligence or willful misconduct, pursuant to the authority 
granted, to promote the interests of the Company.  Moreover, neither the Manager nor any officer of the 
Company shall be liable to the Company or the Members because any taxing authorities disallow or adjust 
any deductions or credits in the Company’s income tax returns. 

7.7.2 Notwithstanding Section 7.7.1, the Company shall not indemnify the Manager or 
its owners, Affiliates, officers, directors, partners, managers, employees, agents, assigns, principals, trustees 
and any officers of the Company, for liability imposed or expenses incurred in connection with any claim 
arising out of a violation of the Securities Act of 1933, or any other federal or state securities law, with 
respect to the offer and sale of the Units.  Indemnification will be allowed for settlements and related 
expenses in lawsuits alleging securities law violations, and for expenses incurred in successfully defending 
such lawsuits, provided that (i) the applicable party is successful in defending the action, (ii) the 
indemnification is specifically approved by the court of law which shall have been advised as to the current 
position of the Securities and Exchange Commission (as to any claim involving allegations that the 
Securities Act of 1933 was violated) or the applicable state authority (as to any claim involving allegations 
that the applicable state’s securities laws were violated) or (iii) in the opinion of counsel for the Company, 
the right to indemnification has been settled by controlling precedent. 

7.7.3 The Members acknowledge that the Manager may own Units and it shall not be a 
breach of any fiduciary duty or fiduciary obligation or any other duty or obligation if the Manager or its 
Affiliates votes its Units in its own best interest with respect to any Majority Vote. 

7.7.4 Neither the Manager nor any of its Affiliates shall have any obligation to cause the 
Company to take any action that would result in personal liability to the Manager, its principals or any of 
its Affiliates in their capacity as obligator or guarantor of any loan that is obtained or assumed by the 
Company, notwithstanding that the failure to take any such action might result in the total or partial loss of 
the Company’s interest in some or all of the Company’s Property.  Such action may include transferring 
the Projects to a lender pursuant to a deed in lieu of foreclosure.  Any action or inaction by the Manager or 
any of its Affiliates that is intended to avoid personal liability under any obligation or guaranty related to a 
loan that is obtained or assumed by the Company will not constitute a breach of any fiduciary or other duty 
that the Manager or its Affiliates may owe the Company or the Members. 

Docusign Envelope ID: B4A4BCAB-C242-8226-8326-87F584AED584



12 

7.8 No Personal Liability for Return of Capital.  The Manager shall not be personally liable or 
responsible for the return or repayment of all or any portion of the Capital Contribution of any Member or 
any loan made by any Member to the Company, it being expressly understood that any such return of capital 
or repayment of any loan shall be made solely from the assets (which shall not include any right of 
contribution from any Member) of the Company. 

7.9 Authority as to Third Persons. 

7.9.1 No third party dealing with the Company shall be required to investigate the 
authority of the Manager or officers of the Company or secure the approval or confirmation by any Member 
of any act of the Manager in connection with the Company’s business.  No purchaser of any Property owned 
by the Company shall be required to determine the right to sell or the authority of the Manager to sign and 
deliver any instrument of transfer on behalf of the Company, or to see to the application or distribution of 
revenues or proceeds paid or credited in connection therewith. 

7.9.2 The Manager shall have full authority to execute on behalf of the Company any 
and all agreements, contracts, conveyances, deeds, mortgages and other instruments, and the execution 
thereof by the Manager, executing on behalf of the Company shall be the only execution necessary to bind 
the Company thereto.  Any officer appointed by the Manager pursuant to Section 7.10 shall have full 
authority to execute on behalf of the Company any agreements, contracts, conveyances, deeds, mortgages 
and other instruments, to the extent such authority is delegated by the Manager to such officer, and the 
execution thereof by such officer, executing on behalf of the Company shall be the only execution necessary 
to bind the Company thereto.  No signature of any Member shall be required. 

7.9.3 The Manager shall have the right by separate instrument or document to authorize 
one or more Persons to execute leases and lease-related documents on behalf of the Company and any leases 
and documents executed by such agent shall be binding upon the Company as if executed by the Manager. 

7.10 Officers of the Company. 

7.10.1 The Manager, in its sole discretion, may appoint officers of the Company at any 
time.  The officers of the Company, if appointed by resolution of the Manager, may include a president, 
vice president, secretary, and treasurer.  The officers shall serve at the pleasure of the Manager.  Any 
individual may hold any number of offices.  The Manager’s officers may serve as officers of the Company 
if appointed by resolution of the Manager.  The officers shall exercise such powers and perform such duties 
as determined and authorized by the Manager. 

7.10.2 Any officer may be removed, either with or without cause, by the Manager at any 
time.  Any officer may resign at any time by giving written notice to the Manager.  Any resignation shall 
take effect at the date of the receipt of that notice or at any later time specified in that notice; and, unless 
otherwise specified in that notice, the acceptance of the resignation shall not be necessary to make it 
effective.  Any resignation is without prejudice to the rights, if any, of the Company under any contract to 
which the officer is a party. 

8. Rights, Authority and Voting of the Members. 

8.1 Members Are Not Agents.  Pursuant to Section 7, the management of the Company is 
vested in the Manager.  No Member, acting solely in the capacity of a Member, is an agent of the Company 
nor can any Member in such capacity bind nor execute any instrument on behalf of the Company. 

Docusign Envelope ID: B4A4BCAB-C242-8226-8326-87F584AED584



13 

8.2 Voting by the Members.  Members shall be entitled to cast one vote for each Unit they 
own.  Except as otherwise specifically provided in this Agreement, Members (but not Economic Interest 
Owners) shall have the right to vote only upon the following matters: 

8.2.1 Removal of a Manager as provided in Section 9.2; 

8.2.2 Admission of the Manager or election to continue the business of the Company 
after the Manager ceases to be the Manager when there is no remaining Manager; 

8.2.3 Amendment of this Agreement (unless otherwise provided for herein); 

8.2.4 Any merger or combination of the Company or roll-up of the Company; 

8.2.5 Dissolution and winding up of the Company as set forth in Section 13.1; and 

8.2.6 Election to continue the business of the Company as set forth in Section 13.1.2. 

8.3 Member Vote; Consent of Manager.  Except for the Majority Votes required pursuant to 
Sections 8.2.1, 8.2.2, 8.2.6, 8.4.3, 9.1, 9.2, 9.3, 9.4, 10.1, 10.1.3, 10.1.4 and 13.3 or as specifically provided 
in this Agreement which provisions shall only require a Majority Vote, matters upon which the Members 
may vote shall require a Majority Vote and the consent of the Manager to pass and become effective. 

8.4 Meetings of the Members.  The Manager may at any time call for a meeting of the 
Members, or for a vote without a meeting, on matters on which the Members are entitled to vote, and shall 
call for such a meeting (but not a vote without a meeting) following receipt of a written request therefor of 
Members holding more than 10% of the Units entitled to vote as of the record date.  Within 20 days after 
receipt of such request, the Manager shall notify all Members of record on the record date of the Company 
meeting. 

8.4.1 Notice.  Written notice of each meeting shall be given to each Member entitled to 
vote, either personally or by mail or other means of written communication, charges prepaid, addressed to 
such Member at its address appearing on the books of the Company or given by it to the Company for the 
purpose of notice or, if no such address appears or is given, at the principal executive office of the Company, 
or by publication of notice at least once in a newspaper of general circulation in the county in which such 
office is located.  All such notices shall be sent not less than 10, nor more than 60, days before such meeting.  
The notice shall specify the place, date and hour of the meeting and the general nature of business to be 
transacted, and no other business shall be transacted at the meeting. 

8.4.2 Adjourned Meeting and Notice Thereof.  When a Members’ meeting is adjourned 
to another time or place, notice need not be given of the subsequent meeting if the time and place thereof 
are announced at the meeting at which the adjournment is taken.  At the subsequent meeting, the Company 
may transact any business which might have been transacted at the original meeting.  If the adjournment is 
for more than 45 days or if after the adjournment a new record date is fixed for the subsequent meeting, a 
notice of the subsequent meeting shall be given to each Member of record entitled to vote at the meeting. 

8.4.3 Quorum.  The presence in person or by proxy of the Persons entitled to vote a 
majority of the Units shall constitute a quorum for the transaction of business.  The Members present at a 
duly called or held meeting at which a quorum is present may continue to transact business until 
adjournment notwithstanding the withdrawal of enough Members to leave less than a quorum, if any action 
taken (other than adjournment) is approved by at least a Majority Vote or such greater vote as may be 
required by this Agreement or by law.  In the absence of a quorum, any meeting of Members may be 
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adjourned from time to time by the vote of a majority of the Units represented either in person or by proxy, 
but no other business may be transacted, except as provided above. 

8.4.4 Consent of Absentees.  The transactions of any meeting of Members, however 
called and noticed and wherever held, are as valid as though they occurred at a meeting duly held after 
regular call and notice, if a quorum is present either in person or by proxy, and if, either before or after the 
meeting, each of the Persons entitled to vote, not present in person or by proxy, signs a written waiver of 
notice, or a consent to the holding of the meeting or an approval of the minutes thereof.  All waivers, 
consents and approvals shall be filed with the Company records or made a part of the minutes of the 
meeting. 

8.4.5 Action Without Meeting.  Except as otherwise provided in this Agreement, any 
action which may be taken at any meeting of the Members may be taken without a meeting if a consent in 
writing, setting forth the action so taken, shall be signed by the Manager and Members having not less than 
the minimum number of votes that would be necessary to authorize or take that action at a meeting at which 
all entitled to vote thereon were present and voted.  In the event the Members are requested to consent on 
a matter without a meeting, the Manager and each Member shall be given not less than 10, nor more than 
60, days’ notice.  In the event the Manager or Members representing more than 10% of the Units, request 
a meeting for the purpose of discussing or voting on the matter, the notice of a meeting shall be given in 
the same manner as required by Section 8.4.1 and no action shall be taken until the meeting is held.  Unless 
delayed as a result of the preceding sentence, any action taken without a meeting will be effective 5 days 
after the required minimum number of voters have signed the consent; however, the action will be effective 
immediately if the Manager and Members representing at least 80% of the Units have signed the consent. 

8.4.6 Record Dates.  For purposes of determining the Members entitled to notice of any 
meeting or to vote or entitled to receive any Distributions or to exercise any rights in respect of any other 
lawful matter, the Manager (or Members representing more than 10% of the Units if the meeting is being 
called at their request) may fix in advance a record date, which is not more than 60 nor less than 10 days 
prior to the date of the meeting nor more than 60 days prior to any other action.  If no record date is fixed: 

(a) The record date for determining Members entitled to notice of or to vote 
at a meeting of Members shall be at the close of business on the business day next preceding the day on 
which notice is given or, if notice is waived, at the close of business on the business day next preceding the 
day on which the meeting is held; 

(b) The record date for determining Members entitled to give consent to 
Company action in writing without a meeting shall be the day on which the first written consent is given; 

(c) The record date for determining Members for any other purpose shall be 
at the close of business on the day on which the Manager adopts it, or the 60th day prior to the date of the 
other action, whichever is later; and 

(d) A determination of Members of record entitled to notice of or to vote at a 
meeting of Members shall apply to any adjournment of the meeting unless the Manager, or the Members 
who requested the meeting fix a new record date for the adjourned meeting, but the Manager, or such 
Members, shall fix a new record date if the meeting is adjourned for more than 45 days from the date set 
for the original meeting. 

8.4.7 Proxies.  Every Person entitled to vote or execute consents shall have the right to 
do so either in person or by one or more agents authorized by a written proxy executed by such Person or 
its duly authorized agent and filed with the Manager.  No proxy shall be valid after the expiration of 
11 months from the date thereof unless otherwise provided in the proxy.  Every proxy continues in full 
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force and effect until revoked as specified or unless it states that it is irrevocable.  A proxy which states that 
it is irrevocable is irrevocable for the period specified therein. 

8.4.8 Chairman of Meeting.  The Manager may select any Person to preside as chairman 
of any meeting of the Members, and if such Person shall be absent from the meeting, or fail or be unable to 
preside, the Manager may name any other Person in substitution therefor as chairman.  The chairman of the 
meeting shall designate a secretary for such meeting, who shall take and keep or cause to be taken and kept 
minutes of the proceedings thereof.  The conduct of all Members’ meetings shall at all times be within the 
discretion of the chairman of the meeting and shall be conducted under such rules as the chairman may 
prescribe.  The chairman shall have the right and power to adjourn any meeting at any time, without a vote 
of the Units present in person or represented by proxy, if the chairman shall determine such action to be in 
the best interests of the Company. 

8.4.9 Inspectors of Election.  In advance of any meeting of Members, the Manager may 
appoint any Persons other than nominees for the Manager as the inspector of election to act at the meeting 
and any adjournment thereof.  If an inspector of election is not so appointed, or if any such Person fails to 
appear or refuses to act, the chairman of any such meeting may, and on the request of any Member or its 
proxy shall, make such appointment at the meeting.  The inspector of election shall determine the number 
of Units outstanding and the voting power of each, the Units represented at the meeting, the existence of a 
quorum, the authenticity, validity and effect of proxies, receive votes, ballots or consents, hear and 
determine all challenges and questions in any way arising in connection with the right to vote, count and 
tabulate all votes or consents, determine when the polls shall close, determine the result and do such acts 
as may be proper to conduct the election or vote with fairness to all Members. 

8.4.10 Record Date and Closing Company Books.  When a record date is fixed, only 
Members of record on that date are entitled to notice of and to vote at the meeting or to receive a 
Distribution, or allotment of rights, or to exercise the rights, as the case may be, notwithstanding any transfer 
of any Units on the books of the Company after the record date. 

8.5 Rights of Members.  No Owner shall have the right or power to:  (i) withdraw or reduce its 
contribution to the capital of the Company, except as a result of the dissolution and termination of the 
Company or as otherwise provided in this Agreement or by law, (ii) bring an action for partition against the 
Company or (iii) demand or receive property other than cash in return for its Capital Contribution.  Except 
as provided in this Agreement, no Owner shall have priority over any other Owner either as to the return of 
Capital Contributions or as to allocations of the Net Income, Net Loss or Distributions of the Company.  
Other than upon the termination and dissolution of the Company as provided by this Agreement, there has 
been no time agreed upon when the contribution of each Owner is to be returned. 

8.6 Restrictions on the Owners.  No Owner shall: 

8.6.1 Disclose to any non-Owner other than their lawyers, accountants or consultants 
and/or commercially exploit any of the Company’s business practices, trade secrets or any other information 
not generally known to the business community, including the identity of suppliers utilized by the 
Company; 

8.6.2 Do any other act or deed with the intention of harming the business operations of 
the Company; or 

8.6.3 Do any act contrary to this Agreement. 

8.7 Return of Capital of Member.  In accordance with the Act, an Owner may, under certain 
circumstances, be required to return to the Company, for the benefit of the Company’s creditors, amounts 
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previously distributed to the Owner.  If any court of competent jurisdiction holds that any Owner is 
obligated to make any such payment, such obligation shall be the obligation of such Owner and not of the 
Company, the Manager or any other Owner. 

8.8 Indemnification of Members.  The Company shall indemnify, protect, defend and hold 
harmless the Members, in their capacity as Members (as opposed to the Manager which is indemnified 
pursuant to Section 7.7 in its capacity as a Manager), and their owners, Affiliates, officers, directors, 
partners, managers, employees, agents and their respective successors and assigns (each, an “Indemnified 
Party”), from and against any loss, liability, damage, cost or expense (including legal fees and expenses 
incurred in defense of any demands, claims or lawsuits) arising from actions or omissions concerning 
business or activities undertaken by or on behalf of the Company from any source.  The Company shall 
advance to any Person entitled to indemnification pursuant to this Section such funds as shall be required 
to pay legal fees and expenses incurred in defense of any demands, claims or lawsuits as they become due.  
Notwithstanding the foregoing, if the claim for indemnification is in connection with an action against the 
Company, or against another Indemnified Party by the Person requesting the indemnification, the Company 
shall have no such obligation to advance any funds for the payment of legal fees and expenses.  The 
obligations contained herein shall survive the termination or expiration of the Agreement until such time as 
an action against the Members is absolutely barred by the statute of limitations. 

8.9 Deemed Approval.  Whenever a Majority Vote is required in this Agreement, the Company 
shall provide the Members with notice of such required vote, and the Members shall have 15 days after the 
date such notice is sent by the Company to approve or disapprove of the matter.  If a Member does not 
disapprove of such matter within the 15-day specified response period described above, the Member shall 
be deemed to have voted in accordance with the vote recommended by the Manager. 

9. Resignation, Withdrawal or Removal of the Manager. 

9.1 Resignation or Withdrawal of Manager.  Subject to Section 10, the Manager shall not 
resign or withdraw as the Manager or do any act that would require its resignation or withdrawal without a 
Majority Vote. 

9.2 Removal.  The Manager may be removed by a Majority Vote only (i) for fraud, gross 
negligence or willful misconduct of the Manager, as evidenced by a final, non-appealable decision of a 
court of competent jurisdiction or (ii) upon the occurrence of an Event of Insolvency of the Manager. 

9.3 Purchase of Manager’s Interest.  Upon the removal of the Manager pursuant to Section 9.2 
or its withdrawal with the approval of a Majority Vote, such Manager shall be paid all of its earned but 
unpaid fees and other compensation remaining to be paid under this Agreement.  These amounts shall be 
paid by the Company to the Manager in cash at or before the withdrawal of the Manager. 

9.4 Purchase Price of the Manager’s Interest.  The amount of the accrued but unpaid fees shall 
be reduced by any damages caused by the Manager prior to such removal that occur as a result of the 
Manager’s gross negligence, willful misconduct, or fraud. 

10. Assignment of the Manager’s Interest. 

10.1 Permitted Assignments.  Except as otherwise provided in this Agreement, the Manager 
may not sell, or otherwise transfer any part or all of its interest in the Company except with a Majority Vote, 
which consent may be withheld by such Members in their sole discretion.  If the Members consent to the 
transfer, the interest may only be sold to the proposed transferee within the time period approved by the 
Members, or within 90 days of such consent on the proposed terms and price, if later.  All costs of the 
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transfer, including reasonable attorneys’ fees (if any), shall be borne by the transferring Manager.  The 
Manager may encumber its interest without the consent of the Members. 

10.1.1 Any assignment or transfer of the Manager’s interest provided for by this 
Agreement can be an assignment or transfer of all of its interest or any portion or part of its interest. 

10.1.2 Any transfer of all or a part of the Manager’s interest may be made only pursuant 
to the terms and conditions contained in this Section 10. 

10.1.3 Any such assignment shall be by a written instrument of assignment, the terms of 
which are not in contravention of any of the provisions of this Agreement, and which has been duly executed 
by the assignee of the Manager’s interest and accepted by the Members pursuant to a Majority Vote. 

10.1.4 The assignor and assignee shall have executed, acknowledged, and delivered such 
other instruments as the Members pursuant to a Majority Vote, may deem necessary or desirable to effect 
such substitution of any such proposed transfer, and which shall include the written acceptance and adoption 
by the assignee of the provisions of this Agreement. 

10.2 Substitute Manager.  Upon acceptance by the Members of an assignment by the Manager, 
any assignee of the Manager’s interest in compliance with this Section 10 shall be substituted as the 
Manager. 

10.3 Transfer in Violation Not Recognized.  Any assignment, sale, exchange or other transfer 
in contravention of the provisions of this Section 10 shall be void and ineffectual and shall not bind or be 
recognized by the Company. 

10.4 Transfers to Affiliates.  Notwithstanding the above, the Manager may assign its interest in 
the Company to an Affiliate without the consent of the Members. 

11. Assignment of Units. 

11.1 Permitted Assignments.  A Member may only sell, assign, hypothecate, encumber or 
otherwise transfer any part (but not less than the lesser of (i) one Unit or (ii) the Member’s entire interest 
in the Company) or all of its Units if the following requirements are satisfied: 

11.1.1 The Manager, in its sole discretion, consents in writing to the transfer; 

11.1.2 No Owner shall sell, transfer, assign or convey or offer to transfer, assign or convey 
all or any portion of a Unit to any Person who does not possess the financial qualifications required of all 
Persons who become Members; 

11.1.3 No Member shall have the right to transfer any Unit to any minor or to any Person 
who, for any reason, lacks the capacity to contract for himself under applicable law.  Such limitations shall 
not, however, restrict the right of any Member to transfer any one or more Units to a custodian or a trustee 
for a minor or other Person who lacks such contractual capacity; 

11.1.4 The Manager, with advice of counsel, must determine that such transfer will not 
jeopardize the applicability of the exemptions from the registration requirements under the Securities Act 
of 1933, as amended, and registration or qualification under state securities laws relied upon by the 
Company and Manager in offering and selling the Units or otherwise violate any federal or state securities 
laws; 
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11.1.5 The Manager, with advice of counsel, must determine that, despite such transfer, 
Units will qualify for one of the safe harbors described in the Treasury Regulations related to the publicly 
traded partnership rules and will not cause the Company’s Units to be deemed to be “traded on an 
established securities market” or “readily tradable on a secondary market (or the substantial equivalent 
thereof)” under the provisions applicable to publicly traded partnership status.  In making this 
determination, the Manager shall be entitled to limit any transfers so that the transfers comply with one of 
the safe harbors in the Treasury Regulations; provided, however that the Manager may, in its sole discretion 
and upon receipt of an opinion from counsel that the Company will not be treated as a publicly traded 
partnership for federal income tax purposes, permit transfers that do not qualify for one of the safe harbors; 

11.1.6 Any such transfer shall be by a written instrument of assignment, the terms of 
which are not in contravention of any of the provisions of this Agreement, and which has been duly executed 
by the assignor of such Units and accepted by the Manager in writing.  Upon such acceptance by the 
Manager, such an assignee shall take subject to all terms of this Agreement and shall become an Economic 
Interest Owner; 

11.1.7 A transfer fee shall be paid by the transferring Member in such amount as may be 
required by the Manager to cover all reasonable expenses, including attorneys’ fees and lender’s fees, 
connected with such assignment; 

11.1.8 The transfer will not result in Employee Benefit Plans owning 25% or more of the 
Units; 

11.1.9 The transfer will not result in more than 480 Owners; and 

11.1.10 The transfer will not cause a default with respect to any financing obtained by the 
Company. 

11.2 Substituted Member. 

11.2.1 Conditions to be Satisfied.  No Economic Interest Owner shall have the right to 
become a Substituted Member unless the Manager shall consent thereto in accordance with Section 11.2.2 
and all of the following conditions are satisfied: 

(a) A duly executed and acknowledged written instrument of assignment shall 
have been filed with the Company, which instrument shall specify the number of Units being assigned and 
set forth the intention of the assignor that the assignee succeed to the assignor’s interest as a Substituted 
Member in its place; 

(b) The assignor and assignee shall have executed, acknowledged and 
delivered such other instruments as the Manager may deem necessary or desirable to effect such 
substitution, which may include an opinion of counsel regarding the effect and legality of any such proposed 
transfer, and which shall include:  (i) the written acceptance and adoption by the assignee of the provisions 
of this Agreement and (ii) the execution, acknowledgment and delivery to the Manager of a special power 
of attorney, the form and content of which are more fully described herein; and 

(c) A transfer fee sufficient to cover all reasonable expenses connected with 
such substitution shall have been paid to the Company. 

11.2.2 Consent of Manager.  The consent of the Manager shall be required to admit an 
Economic Interest Owner as a Substituted Member.  The granting or withholding of such consent shall be 
within the sole discretion of the Manager. 
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11.2.3 Consent of Members.  By executing or adopting this Agreement, each Member 
hereby consents to the admission of additional or Substituted Members, and to any Economic Interest 
Owner becoming a Substituted Member upon consent of the Manager and in compliance with this 
Agreement. 

11.3 Rights of Economic Interest Owner.  An Economic Interest Owner shall be entitled to 
receive Distributions from the Company attributable to the Units acquired by reason of such assignment 
from and after the effective date of the assignment; provided, however, that notwithstanding anything herein 
to the contrary, the Company shall be entitled to treat the assignor of such Units as the absolute owner 
thereof in all respects, and shall incur no liability for allocations of Net Income and Net Loss or 
Distributions, or for the transmittal of reports or other information until the written instrument of assignment 
has been received by the Company and recorded on its books.  The effective date of such assignment shall 
be the date on which all of the requirements of this Section have been complied with, subject to Section 4.8. 

11.4 Right to Inspect Books.  Economic Interest Owners shall have no right to inspect the 
Company’s books or records, to vote on Company matters, or to exercise any other right or privilege as 
Members, until they are admitted to the Company as Substituted Members except as required by the Act. 

11.5 Transfer Subject to Law.  No assignment, sale, transfer, exchange or other disposition of 
any Units may be made except in compliance with the applicable governmental laws and regulations, 
including state and federal securities laws. 

11.6 Transfer in Violation Not Recognized.  Any assignment, sale, transfer, exchange or other 
disposition in contravention of the provisions of this Section 11 shall be void and ineffectual and shall not 
bind or be recognized by the Company. 

11.7 Conversion to Economic Interest.  Upon the transfer of a Unit in violation of this 
Agreement, the Membership Interest of a Member shall be converted into an Economic Interest. 

12. Books, Records, Accounting and Reports. 

12.1 Records.  The Company shall maintain at its principal office the Company’s records and 
accounts of all operations and expenditures of the Company including the following: 

12.1.1 A current list of the name and last known business, residence or mailing address 
of each Owner and the Manager; 

12.1.2 A copy of the Certificate of Formation and all amendments thereto, together with 
any powers of attorney pursuant to which the Certificate of Formation or any amendments thereto were 
executed; 

12.1.3 Copies of the Company’s federal, state, and local income tax or information returns 
and reports, if any, for the six most recent fiscal years; 

12.1.4 Copies of this Agreement and any amendments thereto together with any powers 
of attorney pursuant to which any written accounting or any amendments thereto were executed; 

12.1.5 Copies of any financial statements of the Company, if any, for the six most recent 
years; and 

12.1.6 The Company’s books and records but not Member information as they relate to 
the internal affairs of the Company for at least the current and past four fiscal years. 
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12.2 Delivery to Members and Inspection.  Subject to limitations set forth in this Section 12.2 
and Section 12.6, each Member, or its representative designated in writing, has the right, upon reasonable 
written request for purposes reasonably related to the interest of that Person as a Member, which purposes 
are set forth in the written request, to receive from the Company: 

12.2.1 True and full information regarding the status of the business and financial 
condition of the Company; 

12.2.2 Promptly after becoming available, a copy of the Company’s federal, state and 
local income tax returns for each year; 

12.2.3 A copy of this Agreement and the Certificate of Formation and all amendments 
thereto, together with executed copies of any written powers of attorney pursuant to which this Agreement 
and the Certificate of Formation and all amendments thereto have been executed; and 

12.2.4 True and full information regarding the amount of cash and a description and 
statement of the agreed value of any property or services contributed by each Owner and which each Owner 
has agreed to contribute in the future, and the date on which each became an Owner. 

12.3 Reports.  The Manager will cause the Company, at the Company’s expense, to prepare an 
annual report containing a year-end balance sheet and income statement.  Copies of such statements shall 
be distributed to each Member within 120 days after the close of each fiscal year of the Company. 

12.4 Tax Information.  The Manager shall cause the Company, at the Company’s expense, to 
prepare and timely file income tax returns for the Company with the appropriate authorities, and shall cause 
all Company information necessary in the preparation of the Owners’ individual income tax returns to be 
distributed to the Owners not later than 90 days after the end of the Company’s fiscal year.  The Manager 
shall also distribute a copy of the Company’s tax return to a Member, if requested by such Member. 

12.5 Confidentiality.  The Manager shall have the right to keep confidential from the Owners, 
for such period of time as the Manager deems reasonable, any information which the Manager reasonably 
believes to be in the nature of trade secrets or other information the disclosure of which the Manager in 
good faith believes is not in the best interest of the Company or could damage the Company or its business 
or which the Company is required by law or by agreement with a third party to keep confidential. 

12.6 Limitations.  Notwithstanding Section 12.5, any inspection, examination and copying of 
the Company’s books of account (i) will only be for the purposes reasonably related to the requesting 
Member’s interest as a Member as determined by the Manager in the Manager’s sole discretion and (ii) will 
be limited to information regarding the business and financial condition of the Company.  Notwithstanding 
the foregoing, no Member will have the right to information regarding the other Members, including, but 
not limited to, names, addresses, phone numbers, e-mail addresses, numbers of Units owned and Capital 
Contributions, and the Manager will not disclose such information to any Member. 

12.7 Partnership Representative; Tax Elections. 

12.7.1 The Manager shall be the “partnership representative” for purposes of Code 
Sections 6223 and 6231 and shall have the power to designate, and direct the actions of, a “designated 
individual” within the meaning of the Treasury Regulations under Code Section 6223.  If any state or local 
tax law provides for a partnership representative, designated individual or Person having similar rights, 
powers, authority or obligations, the Manager shall also serve in such capacity and/or designate, and direct 
the actions of, another Person to serve in such capacity (the partnership representative under federal tax 
law, the designated individual under federal tax law and any Person serving in a similar capacity under state 
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or local tax law to either, the “Partnership Representative”).  The Partnership Representative will have the 
rights, power and authority to act and perform fully in its capacity as Partnership Representative.  The 
Company shall make such elections pursuant to the provisions of the Code as the Manager, in its sole 
discretion, deems appropriate.  In addition, the Manager shall, at the Company’s expense, cause to be 
prepared and timely filed after the end of each taxable year of the Company all federal and state income tax 
returns required of the Company for such taxable year. 

12.7.2 If any audit adjustment results in an underpayment of tax that is imputed to the 
Company and would be assessed and collected at the Company level in the period that the adjustment 
becomes final, the Partnership Representative may elect: 

(a) to pay an imputed underpayment as calculated under Code Section 
6225(b) with respect to such adjustment, including interest, penalties and related tax (“Imputed 
Underpayment”) in the Adjustment Year or otherwise take the Internal Revenue Service adjustment into 
account in the Adjustment Year; 

(b) to “push out” such adjustment pursuant to Code Section 6226; or 

(c) to take any other action in connection with such adjustment permitted to 
be taken by the Partnership Representative by law. 

12.7.3 Each Member’s proportionate share of any Imputed Underpayment shall be 
determined by the Manager in good faith.  Each Member agrees to indemnify and hold harmless the 
Company and the Manager from and against any liability with respect to the Member’s proportionate share 
of any Imputed Underpayment, regardless of whether such Member is a Member in the Adjustment Year, 
and to promptly pay its proportionate share of any Imputed Underpayment to the Company within 15 days 
following the Manager’s request for payment.  Any amount that is not funded shall be treated in accordance 
with Section 4.11.1.  The Members will take such actions as are reasonably requested by the Partnership 
Representative, including by timely providing to the Company such information as is reasonably requested 
by the Partnership Representative to reduce the amount of the Company’s liability for any Imputed 
Underpayment and providing the Partnership Representative with the information necessary to make an 
election pursuant to Code Section 6226. 

12.7.4 The Company shall pay or reimburse the Partnership Representative for all 
reasonable out-of-pocket costs and expenses (including reasonable attorneys’ and other professionals’ fees) 
incurred by it in its capacity as the Partnership Representative.  The Company shall indemnify, defend and 
hold the Partnership Representative harmless from all losses in connection with any act or decision 
concerning Company tax matters to the extent such act or decision was made within the scope of the 
Partnership Representative’s duties and responsibilities hereunder. 

12.7.5 The provisions of this Section 12.7 will survive the termination of any Member’s 
interest in the Company and will remain binding for so long as necessary to resolve any and all tax matters 
with respect to the Company. 

13. Termination and Dissolution of the Company. 

13.1 Termination of the Company.  The Company shall be dissolved, shall terminate and its 
assets shall be disposed of, and its affairs wound up upon the earliest to occur of the following: 

13.1.1 Upon the happening of any event of dissolution specified in the Certificate of 
Formation; 
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13.1.2 The occurrence of a Dissolution Event unless the business of the Company is 
continued by the consent of the remaining Members within 90 days following the occurrence of the event; 

13.1.3 A determination by the Manager to terminate the Company; 

13.1.4 Upon the entry of a decree of judicial dissolution; 

13.1.5 Upon the sale of the Projects; or 

13.1.6 The expiration of the term of the Company. 

13.2 Certificate of Cancellation.  As soon as possible following the occurrence of any of the 
events specified in Section 13.1, the Manager who has not wrongfully dissolved the Company or, if none, 
the Members, shall execute a Certificate of Cancellation in such form as shall be required by the Act. 

13.3 Liquidation of Property.  Upon a dissolution and termination of the Company, the Manager 
(or in case there is no Manager, the Members or Person designated by a Majority Vote) shall take full 
account of the Company Property and liabilities, shall liquidate the Property as promptly as is consistent 
with obtaining the fair market value thereof, and shall apply and distribute the proceeds therefrom in the 
following order: 

13.3.1 To the payment of creditors of the Company but excluding secured creditors whose 
obligations will be assumed or otherwise transferred on the liquidation of Company Property; 

13.3.2 To the setting up of any reserves as required by law for any liabilities or obligations 
of the Company; provided, however, that said reserves shall be deposited with a bank or trust company in 
escrow at interest for the purpose of disbursing such reserves for the payment of any of the aforementioned 
contingencies and, at the expiration of a reasonable period, for the purpose of distributing the balance 
remaining in accordance with the remaining provisions of this Section 13.3; and 

13.3.3 To the Owners as set forth in Section 5.1 which is intended to be in proportion to 
their positive Capital Account balances as of the date of such Distribution, after giving effect to all Capital 
Contributions, Distributions and allocations for all periods, including the period during which such 
Distribution occurs. 

13.4 Distributions Upon Dissolution.  Each Member shall look solely to the assets of the 
Company for all Distributions and its Capital Contributions, and shall have no recourse therefor (upon 
dissolution or otherwise) against any Manager or any Member.  No Member shall be required to restore 
any deficit in the Member’s Capital Account. 

13.5 Liquidation of Member’s Interest.  If there is a Liquidation of a Member’s or Manager’s 
interest in the Company, any liquidating Distribution pursuant to such Liquidation shall be made only to 
the extent of the positive Capital Account balance, if any, of such Member or Manager for the taxable year 
during which such Liquidation occurs after proper adjustments for allocations and Distributions for such 
taxable year up to the time of Liquidation.  Such Distributions shall be made by the end of the taxable year 
of the Company during which such Liquidation occurs, or if later, within 90 days after such Liquidation. 

14. Special and Limited Power of Attorney. 

14.1 Power of Attorney.  The Manager shall at all times during the term of the Company have 
a special and limited power of attorney as the attorney-in-fact for each Member, with power and authority 
to act in the name and on behalf of each such Member to execute, acknowledge, and swear to in the 
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execution, acknowledgment and filing of documents which are not inconsistent with the provisions of this 
Agreement and which may include, by way of illustration but not by way of limitation, the following: 

14.1.1 This Agreement, as well as any amendments to the foregoing which, under the 
laws of the state of Delaware or the laws of any other state, are required to be filed or which the Manager 
shall deem it advisable to file; 

14.1.2 Any other instrument or document that may be required to be filed by the Company 
under the laws of any state or by any governmental agency or which the Manager shall deem it advisable 
to file; 

14.1.3 Any instrument or document that may be required to effect the continuation of the 
Company, the admission of Substituted Members, or the dissolution and termination of the Company 
(provided such continuation, admission or dissolution and termination are in accordance with the terms of 
this Agreement); 

14.1.4 Any contract for purchase or sale of real estate, and any deed, deed of trust, 
mortgage, or other instrument of conveyance or encumbrance, with respect to Property; and 

14.1.5 Any and all other instruments as the Manager may deem necessary or desirable to 
effect the purposes of this Agreement and carry out fully its provisions, including, but not limited to, those 
in Section 16. 

14.2 Provision of Power of Attorney.  The special and limited power of attorney of the Manager: 

14.2.1 Is a special power of attorney coupled with the interest of the Manager in the 
Company, and its assets, is irrevocable, shall survive the death, incapacity, termination or dissolution of the 
granting Member, and is limited to those matters herein set forth; 

14.2.2 May be exercised by the Manager by and through one or more of the officers of 
the Manager, for each of the Members by the signature of the Manager acting as attorney-in-fact for all of 
the Members, together with a list of all Members executing such instrument by their attorney-in-fact or by 
such other method as may be required or requested in connection with the recording or filing of any 
instrument or other document so executed; and 

14.2.3 Shall survive an assignment by a Member of all or any portion of its Units except 
that, where the assignee of the Units owned by the Member has been approved by the Manager for 
admission to the Company as a Substituted Member, the special power of attorney shall survive such 
assignment for the sole purpose of enabling the Manager to execute, acknowledge and file any instrument 
or document necessary to effect such substitution. 

14.3 Notice to Members.  The Manager shall promptly furnish to a Member a copy of any 
amendment to this Agreement executed by the Manager pursuant to a power of attorney from the Member. 

15. Relationship of this Agreement to the Act.  Many of the terms of this Agreement are intended to 
alter or extend provisions of the Act as they may apply to the Company or the Members.  Any failure of 
this Agreement to mention or specify the relationship of such terms to provisions of the Act that may affect 
the scope or application of such terms shall not be construed to mean that any of such terms is not intended 
to be a limited liability company agreement provision authorized or permitted by the Act or which in whole 
or in part alters, extends or supplants provisions of the Act as may be allowed thereby. 
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16. Amendment of Agreement. 

16.1 Admission of Member.  Amendments to this Agreement for the admission of any Member 
or Substituted Member shall not, if in accordance with the terms of this Agreement, require the consent of 
any Member. 

16.2 Amendments with Consent of Member.  In addition to any amendments otherwise 
authorized herein, this Agreement may be amended by the Manager with a Majority Vote. 

16.3 Amendments Without Consent of the Members.  In addition to the amendments authorized 
pursuant to Section 4.9 and Section 7.3.12 or otherwise authorized herein, the Manager may amend this 
Agreement, without the consent of any of the Members, to (i) change the name and/or principal place of 
business of the Company or (ii) decrease the rights and powers of the Manager (so long as such decrease 
does not impair the ability of the Manager to manage the Company and conduct its business and affairs); 
provided, however, that no amendment shall be adopted pursuant to this Section 16.3 unless the adoption 
thereof (A) is for the benefit of or not adverse to the interests of the Members and (B) does not affect the 
limited liability of the Members or the status of the Company as a partnership for federal income tax 
purposes. 

16.4 Execution and Recording of Amendments.  Any amendment to this Agreement shall be 
executed by the Manager, and by the Manager as attorney-in-fact for the Members pursuant to the power 
of attorney contained in Section 14.  After the execution of such amendment, the Manager shall also prepare 
and record or file any certificate or other document which may be required to be recorded or filed with 
respect to such amendment, either under the Act or under the laws of any other jurisdiction in which the 
Company holds any Property or otherwise does business. 

17. FMV Option. 

17.1 Option to Acquire.  Subject to Sections 17.5 and 17.10, at any time beginning 2 years after 
the Offering Termination Date and continuing until the Option Termination Date, the Manager or its 
assignee shall have the right, but not the obligation, to acquire the Units from every Owner on the terms set 
forth herein (the “FMV Option”).  If the Manager desires to exercise the FMV Option, the Manager must 
provide to the Owners written notice of its election to exercise the FMV Option (in the form attached as 
Exhibit C, the “Option Notice”) before the end of the Option Termination Date.  The FMV Option price 
for the Units shall be equal to the Interest FMV.  The consideration will be paid in cash in an amount equal 
to the Interest FMV or, if the Manager has assigned its FMV Option rights under this Agreement to an 
Exchange Entity, the Owners may elect to receive securities in such Exchange Entity equal to the Interest 
FMV divided by the then current price of the partnership or other interests in the Exchange Entity being 
offered to the Owners (the “Exchange Entity Units”).  The closing of the contribution or sale of the Units 
to the Manager (or the Exchange Entity) will occur within 30 days of the determination of the Interest FMV.  
The acquisition for cash is intended to be treated as a sale of the Units and the exchange of the Owner’s 
Units in the Company for the Exchange Entity Units is intended to qualify as a tax-deferred exchange under 
Code Section 721. 

17.2 Interest FMV.  “Interest FMV” shall mean the fair market value of the Units determined 
by multiplying the percentage interest in the Projects represented by the Units by the value of the Projects 
at the time that the FMV Option is exercised.  The value of the Projects shall be determined by (a) reducing 
the gross fair market value of the Projects by (i) any and all secured or unsecured liabilities and accounts 
payable, and (ii) any fee or other amount that would be payable to ARCTRUST, the Manager or their 
Affiliates, including any property management and related fees and disposition fees which fees shall be 
paid by the Trust at the time that the Units are transferred and (b) increasing the value by any reserves and 
accounts receivable.  The Interest FMV shall be determined as of the date the notice is sent by ARCTRUST 
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with respect to the Option.  ARCTRUST shall select a MAI appraiser (or appraisers) that has (or have) at 
least 5 years’ experience in the market areas in which the Projects are located.  Such appraiser(s) shall have 
30 days to assess the fair market value of the Projects and the Interest FMV shall be calculated using such 
fair market value determined by the appraiser. 

17.3 Cash Investors.  In the event the Manager exercises the FMV Option, an Owner may elect 
to receive cash or Exchange Entity Units in exchange for the Owner’s Units in the Company.  If any Owner 
(i) fails to reply to the Option Notice within 15 business days of receipt, (ii) does not meet the investor 
suitability requirements for acquiring the Exchange Entity Units or (iii) does not meet any applicable lender 
requirements, such Owner shall receive cash for its Interests. 

17.4 Prorations.  All prorations will be allocated in a manner that is standard practice where the 
Projects are located, taking into consideration all accounts payable and accounts receivable before and after 
the closing date. 

17.5 Assignment; Investor Suitability Requirements.  The Manager shall have the right to assign 
the rights and obligations of the Manager under this Section 17 to another entity, including an entity that is 
managed or sponsored by the Manager or its Affiliates or a third party (such party, the “Exchange Entity”).  
The Exchange Entity shall have the right, but not the obligation, to offer to the Owners as consideration for 
the acquisition of the Units, Exchange Entity Units.  The FMV Option, in the case of exchanging for 
Exchange Entity Units, may not be exercised unless the Owner meets the applicable investor suitability 
requirements as determined by the Exchange Entity in accordance with applicable law.  If an Owner does 
not meet such investor suitability requirements, the Owner will payment of the Interest FMV in a cash 
transaction.  The purchase price for any such acquisition will be equal to the Interest FMV and the other 
terms of the transfer will be set forth in in this Section 17. 

17.6 Execution of Documents.  In order to complete the contribution of the Units as set forth in 
this Section 17, the Manager (or the Exchange Entity) and the Owners will execute, notarize and deliver 
any and all documents required to effectuate such transfer as determined by the Manager (or the Exchange 
Entity) and the closing of the contribution of the Interests will occur within 30 days of the determination of 
the Interest FMV. 

17.7 Termination.  The FMV Option shall continue until the earliest of (i) the closing of the 
transfer of all Units pursuant to the FMV Option, (ii) the expiration of the term of the Company or (iii) the 
sale of the last Project by the Company (the “Option Termination Date”). 

17.8 Power of Attorney.  The Manager (or the Exchange Entity) shall, at all times during term 
of this Agreement, have a special and limited power of attorney as the attorney-in-fact for any Owner to 
effect the FMV Option and related transactions set forth in this Section 17, with the power and authority to 
act in the name and on behalf of each Owner to execute, acknowledge and swear to in the execution, 
acknowledgement and filing of documents that are not inconsistent with the provisions of this Section 17 
and which may include, but shall not be limited to, any instrument or document that may be required to 
effectuate the sale of the Units or the Project. 

17.8.1 This power of attorney may be exercised by the Manager (or the Exchange Entity) 
for such Owner by the signature of the Manager (or the Exchange Entity) acting as attorney-in-fact for such 
Owner, or by such method as may be required or requested in connection with the recording or filing of 
any instrument or other document so executed. 

17.8.2 This power of attorney is coupled with an interest and shall be irrevocable and 
shall survive an assignment by the Owner of all or any portion of its Units.  Furthermore, this power of 
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attorney shall survive the bankruptcy, death, dissolution, liquidation, termination, incapacity, lapse of time 
or incompetency of the Owners. 

17.8.3 The Manager (or the Exchange Entity) shall promptly furnish to the Owners a copy 
of any document executed by the Manager (or the Exchange Entity) pursuant to this power of attorney. 

17.9 Continued Existence of the Company.  Notwithstanding anything to the contrary in this 
Agreement, the Company shall survive the exercise of the FMV Option. 

18. Miscellaneous. 

18.1 Counterparts.  This Agreement may be executed in several counterparts, and all so executed 
shall constitute one Agreement, binding on all of the parties hereto, notwithstanding that all of the parties 
are not signatory to the original or the same counterpart. 

18.2 Successors and Assigns.  The terms and provisions of this Agreement shall be binding upon 
and shall inure to the benefit of the successors and assigns of the respective Members. 

18.3 Severability.  In the event any sentence or Section of this Agreement is declared by a court 
of competent jurisdiction to be void, such sentence or Section shall be deemed severed from the remainder 
of this Agreement and the balance of this Agreement shall remain in full force and effect. 

18.4 Notices.  All notices under this Agreement shall be in writing and shall be given to the 
Member or Economic Interest Owner entitled thereto, by personal service or by mail, posted to the address 
maintained by the Company for such Person or at such other address as it may specify in writing. 

18.5 Manager’s Address.  The name and address of the Manager is as follows: 

ARCTRUST Exchange ST LLC 
1255 Broad Street, Suite 250 
Clifton, NJ 07013 

18.6 Governing Law.  This Agreement shall be governed by and construed in accordance with 
the laws of the state of Delaware. 

18.7 Captions.  Section titles or captions contained in this Agreement are inserted only as a 
matter of convenience and reference.  Such titles and captions in no way define, limit, extend or describe 
the scope of this Agreement nor the intent of any provisions hereof. 

18.8 Gender.  Whenever required by the context hereof, the singular shall include the plural, 
and vice versa, the masculine gender shall include the feminine and neuter genders, and vice versa. 

18.9 Time.  Time is of the essence with respect to this Agreement. 

18.10 Additional Documents.  Each Member, upon the request of the Manager, shall perform any 
further acts and execute and deliver any documents which may be reasonably necessary to carry out the 
provisions of this Agreement, including, but not limited to, providing acknowledgment before a Notary 
Public of any signature made by a Member. 

18.11 Descriptions.  All descriptions referred to in this Agreement are expressly incorporated 
herein by reference as if set forth in full, whether or not attached hereto. 

18.12 Binding Arbitration.  Any controversy arising out of or related to this Agreement or the 
breach thereof or an investment in the Units shall be settled by arbitration in Clifton, New Jersey, in 

Docusign Envelope ID: B4A4BCAB-C242-8226-8326-87F584AED584



27 

accordance with the rules of The American Arbitration Association, and judgment entered upon the award 
rendered may be enforced by appropriate judicial action.  The arbitration panel shall consist of one member, 
which shall be the mediator if mediation has occurred or shall be a person agreed to by each party to the 
dispute within 30 days following notice by one party that it desires that a matter be arbitrated.  If there was 
no mediation and the parties are unable within such 30 day period to agree upon an arbitrator, then the panel 
shall be one arbitrator selected by the Clifton, New Jersey office of The American Arbitration Association, 
which arbitrator shall be experienced in the area of real estate and limited liability companies and who shall 
be knowledgeable with respect to the subject matter area of the dispute.  The losing party shall bear any 
fees and expenses of the arbitrator, other tribunal fees and expenses, reasonable attorney’s fees of both 
parties, any costs of producing witnesses and any other reasonable costs or expenses incurred by it or the 
prevailing party or such costs shall be allocated by the arbitrator.  The arbitration panel shall render a 
decision within 30 days following the close of presentation by the parties of their cases and any rebuttal.  
The parties shall agree within 30 days following selection of the arbitrator to any prehearing procedures or 
further procedures necessary for the arbitration to proceed, including interrogatories or other discovery; 
provided, in any event each Member shall be entitled to discovery. 

18.13 Venue.  Any action relating to or arising out of this Agreement shall be brought only in a 
court of competent jurisdiction located in Clifton, New Jersey. 

18.14 Partition.  The Members agree that the assets of the Company are not and will not be 
suitable for partition.  Accordingly, each of the Members hereby irrevocably waives any and all rights that 
it may have, or may obtain, to maintain any action for partition of any of the assets of the Company. 

18.15 Integrated and Binding Agreement.  This Agreement contains the entire understanding and 
agreement among the Members with respect to the subject matter hereof, and there are no other agreements, 
understandings, representations or warranties among the Members.  This Agreement may be amended only 
as provided in this Agreement. 

18.16 Legal Counsel.  Each Member acknowledges and agrees that counsel representing the 
Company, the Manager and its Affiliates does not represent and shall not be deemed under the applicable 
codes of professional responsibility to have represented or to be representing any or all of the Members, 
other than the Manager, in any respect.  In addition, each Member consents to the Manager hiring counsel 
for the Company which is also counsel to one or more of the Manager. 

18.17 Title to Company Property.  All Property owned by the Company shall be owned by the 
Company as an entity and, insofar as permitted by applicable law, no Member shall have any ownership 
interest in any Company Property in its individual name or right, and each Member’s membership interest 
shall be personal property for all purposes. 
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IN WITNESS WHEREOF, this Agreement is effective as of the date first set forth in the preamble. 

MANAGER: 

ARCTRUST Exchange ST LLC, a Delaware 
limited liability company 

By: ARCTRUST Capital Partners LLC, a 
Delaware limited liability company 

By:

Name:

Title:

MEMBERS: 

[____________________] 
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EXHIBIT A 

DEFINITIONS 

“Act” shall mean the Delaware Limited Liability Company Act, as the same may be amended from 
time to time. 

“Adjusted Capital Account Deficit” shall mean, with respect to any Member, the deficit balance, if 
any, in such Member’s Capital Account as of the end of the relevant fiscal year, after giving effect to the 
following adjustments: 

(i) Credit to such Capital Account any amounts which the Member is obligated to 
restore and the Member’s share of Member Minimum Gain and Company Minimum Gain and; 

(ii) Debit to such Capital Account the items described in Treasury Regulations 
Sections 1.704-1(b)(2)(ii)(d)(4), 1.704-1(b)(2)(ii)(d)(5), and 1.704-1(b)(2)(ii)(d)(6). 

“Adjustment Year” shall have the meaning set forth in Code Section 6225(d)(2). 

“Affiliate” shall mean (i) any Person directly or indirectly controlling, controlled by or under 
common control with another Person, (ii) a Person owning or controlling 10% or more of the outstanding 
voting securities of such other Person, (iii) any officer, director or partner of such other Person and (iv) if 
such other Person is an officer, director or partner, any company for which such Person acts in any capacity. 

“Agreement” shall mean this Limited Liability Company Agreement, as amended from time to 
time. 

“Alabama CVS” means Alabama CVS Pharmacy, L.L.C., an Alabama limited liability company. 

“Beneficial Interest” shall have the meaning set forth in the Trust Agreement. 

“Beneficial Owner” shall mean an “Owner” as set forth in the Trust Agreement. 

“Book Gain” shall mean the excess, if any, of the fair market value of the Property over its adjusted 
basis for federal income tax purposes at the time a valuation of the Property is required under this 
Agreement or Treasury Regulations Section 1.704-1(b) for purposes of making adjustments to the Capital 
Accounts. 

“Book Loss” shall mean the excess, if any, of the adjusted basis of Property for federal income tax 
purposes over its fair market value at the time a valuation of the Property is required under this Agreement 
or Treasury Regulations Section 1.704-1(b) for purposes of making adjustments to the Capital Accounts. 

“Book Value” shall mean the adjusted basis of Property for federal income tax purposes increased 
or decreased by Book Gain, Book Loss, Built-In Gain and Built-In Loss as reduced by depreciation, 
amortization or other cost recovery deductions, or otherwise, based on such Book Value. 

“Built-In Gain (or Loss)” shall mean the amount, if any, by which the agreed value of contributed 
Property exceeds (or is lesser than) the adjusted basis of Property contributed to the Company by a Member 
immediately after its contribution by the Member to the capital of the Company. 

“Capital Account” with respect to any Member (or such Member’s assignee) shall mean such 
Member’s initial Capital Contribution adjusted as follows: 
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(iii) A Member’s Capital Account shall be increased by: 

(a) such Member’s share of Net Income; 

(b) any item of income or gain specially allocated to a Member and not 
included in Net Income or Net Loss; 

(c) any additional cash Capital Contribution made by such Member to the 
Company; and 

(d) the fair market value of any additional Capital Contribution, as determined 
by the Manager consisting of property contributed by such Member to the capital of the Company reduced 
by any liabilities assumed by the Company in connection with such contribution or to which the Property 
is subject. 

(i) A Member’s Capital Account shall be reduced by: 

(a) such Member’s share of Net Loss; 

(b) any loss or deduction specially allocated to a Member and not included in 
Net Income or Net Loss; 

(c) any cash Distribution made to such Member; and 

(d) the fair market value, as determined by the Manager, of any Property 
(reduced by any liabilities assumed by the Member in connection with the Distribution or to which the 
distributed Property is subject) distributed to such Member; provided that, upon liquidation and winding up 
of the Company, unsold Property will be valued for Distribution at its fair market value and the Capital 
Account of each Member before such Distribution shall be adjusted to reflect the allocation of gain or loss 
that would have been realized had the Company then sold the Property for its fair market value.  Such fair 
market value shall not be less than the amount of any nonrecourse indebtedness that is secured by the 
Property. 

Property other than money may not be contributed to the Company except as specifically provided 
in this Agreement.  Property of the Company may not be revalued for purposes of calculating Capital 
Accounts unless the Manager determines the fair market value of the Property and the Company complies 
with the requirements of Treasury Regulations Section 1.704-1(b)(2)(iv)(f) and (g); provided, however, for 
purposes of calculating Book Gain or Book Loss (but not for purposes of adjusting Capital Accounts to 
reflect the contribution and distribution of such Property), the fair market value of Property shall be deemed 
to be no less than the outstanding balance of any nonrecourse indebtedness secured by such Property. 

The Capital Account of a Substituted Member shall include the Capital Account of its transferor.  
Notwithstanding anything to the contrary in this Agreement, the Capital Accounts shall be maintained in 
accordance with Treasury Regulations Section 1.704-1(b).  For purposes of this Agreement, any references 
to the Treasury Regulations shall include corresponding subsequent provisions. 

“Capital Contribution” shall mean the gross amount contributed in the Company by a Member and 
shall be equal to the fair market value by such Member (as determined by the Manager) for the Units issued 
to him by the Company.  In the plural, “Capital Contributions” shall mean the aggregate amount contributed 
by all of the Members in the Company. 
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“Cash From Operations” shall mean the net cash realized by the Company from all sources, 
including, but not limited to, the operations of the Company, including the sale, exchange or transfer of the 
Projects, after payment of all cash expenditures of the Company, including, but not limited to, all operating 
expenses such as fees payable to the Manager or Affiliates, all payments of principal and interest on 
indebtedness, expenses for repairs and maintenance, capital improvements and replacements, and such 
reserves and retentions as the Manager reasonably determines to be necessary and desirable in connection 
with Company operations with its then existing assets and any anticipated acquisitions. 

“Cash Notice” shall have the meaning set forth in Section 17.3. 

“Certificate of Formation” shall mean the Certificate of Formation of the Company as filed with 
the office of the Secretary of State of the state of Delaware as the same may be amended or restated from 
time to time. 

“Code” shall mean the Internal Revenue Code of 1986, as amended, or corresponding provisions 
of subsequently enacted federal revenue laws. 

“Company” shall refer to [ARCTRUST Exchange Springing LLC]. 

“Company Minimum Gain” shall have the same meaning as “partnership minimum gain” as set 
forth in Treasury Regulations Section 1.704-2(d). 

“Dissolution Event” shall mean, with respect to the Manager, one or more of the following: the 
death, insanity, withdrawal, retirement, resignation, expulsion, Event of Insolvency or dissolution (unless 
reconstituted by the Manager) of the Manager unless the Members consent to continue the business of the 
Company pursuant to Section 8.2.6. 

“Distribution” shall mean to any money or other property transferred without consideration (other 
than repurchased Units) to Members or Owners with respect to their interests or Units in the Company, but 
shall not include any payments to the Manager pursuant to Section 6. 

“Economic Interest” shall mean an interest in the Net Income, Net Loss and Distributions of the 
Company but shall not include any right to vote or to participate in the management of the Company. 

“Economic Interest Owner” shall mean the owner of an Economic Interest who is not a Member. 

“Employee Benefit Plan” shall have the meaning set forth in Section 3(3) of the Employee 
Retirement Income Security Act of 1974. 

“Event of Insolvency” shall occur when an order for relief against the Manager is entered under 
Chapter 7 of the federal bankruptcy law, or (A) the Manager:  (1) makes a general assignment for the benefit 
of creditors, (2) files a voluntary petition under the federal bankruptcy law, (3) files a petition or answer 
seeking for that Manager a reorganization, arrangement, composition, readjustment, liquidation, dissolution 
or similar relief under any statute, law or regulation, (4) files an answer or other pleading admitting or 
failing to contest the material allegations of a petition filed against the Manager in any proceeding of this 
nature or (5) seeks, consents to, or acquiesces in the appointment of a trustee, receiver, or liquidator of that 
Manager or of all or a substantial part of that Manager’s properties or (B) the expiration of 60 days after 
either (1) the commencement of any proceeding against the Manager seeking reorganization, arrangement, 
composition, readjustment, liquidation, dissolution or similar relief under any statute, law, or regulation, if 
the proceeding has not been dismissed or (2) the appointment without the Manager’s consent or 
acquiescence of a trustee, receiver, or liquidator of the Manager or of all or any substantial part of the 
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Manager’s properties, if the appointment has not been vacated or stayed (or if within 60 days after the 
expiration of any such stay, the appointment is not vacated). 

“Exchange Entity” shall have the meaning set forth in Section 17.5. 

“Exchange Entity Units” shall have the meaning set forth in Section 17.1. 

“FMV Option” shall have the meaning set forth in Section 17.1. 

“Imputed Underpayment” shall have the meaning set forth in Section 12.7.2(a). 

“Interest” shall mean a Membership Interest or an Economic Interest. 

“Interest FMV” shall have the meaning set forth in Section 17.2. 

“Lease(s)” mean (i) with respect to the Project located at 1813 Westchester Drive, High Point, 
North Carolina, a lease agreement with Pinnacle, (ii) with respect to the Project located at 2630 Eastchester 
Drive, High Point, North Carolina, a lease agreement with Pinnacle, (iii) with respect to the Project located 
at 831 Julian Avenue, Thomasville, North Carolina, a lease agreement with Pinnacle, (iv) with respect to 
the Project located at 3680 Highway 14, Millbrook, Alabama, a lease agreement with Alabama CVS, (v) 
with respect to the Project located at 2301 John Hawkins Parkway, Hoover, Alabama, a lease agreement 
with Alabama CVS, and (vi) with respect to the Project located at 885 Oakwood Road, Charleston, West 
Virginia, a lease agreement with West Virginia CVS Pharmacy, L.L.C., a West Virginia limited liability 
company, each together with all amendments, supplements and modifications thereto. 

“Lender” means Provident Bank. 

“Liquidation” shall mean in respect to the Company the date upon which the Company ceases to 
be a going concern (even though it may exist for purposes of winding up its affairs, paying its debts and 
distributing any remaining balance to its Members), and in respect to a Member where the Company is not 
in Liquidation shall mean the date upon which occurs the termination of the Member’s entire interest in the 
Company by means of a Distribution or the making of the last of a series of Distributions (whether or not 
made in more than one year) to the Member by the Company. 

“Loan” means that certain loan from the Lender to the Trust in the principal amount of 
approximately $8,855,000, as evidenced and secured by the Loan Documents. 

“Loan Agreement” means the Loan Agreement dated as of February 17, 2026, between the Trust 
and the Lender, as amended from time to time. 

“Loan Documents” shall mean the Loan Agreement and all other documents relating to the Loan.  

“Majority Vote” shall mean the vote of more than 50% of the Units entitled to vote.  Members shall 
be entitled to cast one vote for each Unit they own, and a fractional vote for each fractional Unit they own. 

“Manager” shall refer to ARCTRUST Exchange ST LLC, a Delaware limited liability company.  
The term “Manager” shall also refer to any successor or additional Manager who is admitted to the 
Company as the Manager. 

“Member” shall mean any holder of a Unit who is admitted to the Company as a Member, including 
the Manager to the extent it has acquired Units. 
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“Member Minimum Gain” shall mean “partner nonrecourse debt minimum gain” as determined 
under Treasury Regulations Section 1.704-2(i)(3). 

“Member Nonrecourse Debt” shall mean “partner nonrecourse debt” as set forth in Treasury 
Regulations Section 1.704-2(b)(4). 

“Member Nonrecourse Deductions” shall mean “partner nonrecourse deductions,” and the amount 
thereof shall be, as set forth in Treasury Regulations Section 1.704-2(i). 

“Membership Interest” shall mean a Member’s entire interest in the Company, including such 
Member’s Economic Interest and such voting and other rights and privileges that the Member may enjoy 
by being a Member. 

“Net Income” or “Net Loss” shall mean, respectively, for each taxable year of the Company the 
taxable income and taxable loss (exclusive of Built-In Gain or Loss) of the Company as determined for 
federal income tax purposes in accordance with Code Section 703(a) (including all items of income, gain, 
loss, or deduction required to be separately stated pursuant to Code Section 703(a)(1)) (other than any 
specific item of income, gain (exclusive of Built-In Gain), loss (exclusive of Built-In Loss), deduction or 
credit subject to special allocation under this Agreement), with the following modifications: 

(i) The amount determined above shall be increased by any income exempt from 
federal income tax; 

(ii) The amount determined above shall be reduced by any expenditures described in 
Code Section 705(a)(2)(B) or expenditures treated as such pursuant to Treasury Regulations 
Section 1.704-1(b)(2)(iv)(i); 

(iii) Depreciation, amortization and other cost recovery deductions shall be computed 
based on Book Value instead of on the amount determined in computing taxable income or loss.  
Any item of deduction, amortization or cost recovery specially allocated to a Member and not 
included in Net Income or Net Loss shall be determined for Capital Account purposes in a similar 
manner; and 

(iv) For purposes of this Agreement, Book Gain and Book Loss attributable to a 
revaluation of Property attributable to unrealized gain or loss in such Property shall be treated as 
Net Income and Net Loss. 

“Nonrecourse Debt” shall have the meaning set forth in Treasury Regulations Section 1.704-
2(b)(3). 

“Nonrecourse Deductions” shall have the meaning, and the amount thereof shall be, as set forth in 
Treasury Regulations Section 1.704-2(c). 

“Option Notice” shall have the meaning set forth in Section 17.1. 

“Owner” shall mean a Member or the holder of an Economic Interest. 

“Partnership Representative” shall have the meaning set forth in Section 12.7.1. 

“Percentage Share” shall have the meaning set forth in the Trust Agreement. 

“Person” shall mean a natural person, corporation, limited partnership, general partnership, joint 
stock company, joint venture, association, company, trust, bank trust company, land trust, business trust, 
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statutory trust or other organization, whether or not a legal entity, and a government or agency or political 
subdivision thereof. 

“Pinnacle” means Pinnacle Bank, a Tennessee banking corporation. 

“Prime Rate” shall mean the reference rate announced from time-to-time by the Wall Street Journal, 
and changes in the Prime Rate shall be deemed to occur on the date that changes in such rate are announced. 

“Projects” shall refer to the real property and improvements located at: 

(i) 885 Oakwood Road, Charleston, West Virginia; 
(ii) 3680 Alabama Route 14, Millbrook, Alabama; 
(iii) 2301 John Hawkins Parkway, Hoover, Alabama; 
(iv) 1813 Westchester Drive, High Point, North Carolina; 
(v) 2630 Eastchester Drive, High Point, North Carolina; and  
(vi) 831 Julian Avenue, Thomasville, North Carolina. 

“Property” shall mean any or all of such real and tangible or intangible personal property or 
properties as may be acquired by the Company, including the Projects. 

“Regulatory Allocations” shall mean the allocations set forth in Sections 4.2.1 through 4.2.7. 

“Substituted Member” shall mean any Person admitted as a substituted Member pursuant to this 
Agreement. 

“Tax Payment” shall have the meaning set forth in Section 4.11.1. 

“Trust” shall mean ARCTRUST Exchange DST, a Delaware statutory trust. 

“Trust Agreement” shall mean that certain Second Amended and Restated Trust Agreement of the 
Trust by and among ARCTRUST Exchange Holdings LLC, a Delaware limited liability company, as 
Depositor, ARCTRUST Exchange ST LLC, a Delaware limited liability company, as Manager, and United 
Corporate Services, Inc., a Delaware corporation, as Trustee, as may be further amended or supplemented 
from time to time. 

“Trust Estate” shall have the meaning set forth in the Trust Agreement. 

“Unit” shall represent an interest in the Company entitling the owner of the Unit if admitted as a 
Member to the respective voting and other rights afforded to a Member, and affording to such Member a 
share in Net Income, Net Loss and Distributions as provided for in this Agreement. 
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EXHIBIT B 

MEMBERS 

Members Units 

Docusign Envelope ID: B4A4BCAB-C242-8226-8326-87F584AED584



C-1 

EXHIBIT C 

NOTICE OF EXCHANGE 

In accordance with Section 17 of the Limited Liability Company Agreement (the “Agreement”) of 
[ARCTRUST Exchange Springing LLC] (the “Company”), the undersigned hereby exercises its FMV 
Option under Section 17.1 of the Agreement in relation to _________________ (the “Owner”) and its 
______% interest in the Company.  The Owner may, within 15 business days of the date of this Notice of 
Exercise, notify the undersigned in writing (the “Exchange Notice”) that, pursuant to the terms of Section 
17.3 of the Agreement, the Owner is exercising its right to accept the Exchange Entity Units (as defined in 
the Agreement) instead of cash for its interest in the Company (the “Interest”).  Should the Owner not 
provide the undersigned with an Exchange Notice within 15 business days of the date of this Notice of 
Exercise, the Owner shall be deemed to have surrendered its Units and all rights, title and interest therein 
in exchange for cash.  The undersigned shall deliver the Exchange Entity Units or cash, whichever is 
applicable, to the Owner in accordance with the terms of Section 17 of the Agreement and to the Owner’s 
address specified in Exhibit B of the Agreement (or to such other address provided by the Owner to the 
Company and which is included in the books and records of the Company). 

Dated:  , 20  

[___________], LLC, a Delaware limited 
liability company 

By:  
Name:  
Title:  

1628765827.5 
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EXHIBIT E 

TRUSTEE AND MANAGER FEES 

Pursuant to Section 4.4, the Trustee shall receive an annual fee of $1,230. 

Pursuant to Section 5.5, the Manager shall receive an annual fee of $58,000, payable monthly. 

Pursuant to Section 9.5, for the sale of all Projects under Section 9.3, upon the sale of the last 
Project, the Manager shall receive a fee equal to 2% of the aggregate gross sale price of all of the Projects, 
payable from the proceeds of the sale of the last Project; provided, however that the Manager shall only 
receive such fee if the aggregate gross sale price for all of the Projects exceeds $20,500,000. The Trust will 
be responsible for paying any brokerage fee due to a third-party broker upon the sale of the Projects by the 
Trust. 

Pursuant to Section 9.5, for the exercise of the FMV Option for all of the Class A Interests under 
Section 10, the Manager shall receive a fee equal to 1% of the final fair market value of all of the Projects 
determined by the appraisers set forth in Section 10.2, payable from cash proceeds or Exchange Entity Units 
at the election of the Manager; provided, however that the Manager shall only receive such fee if such final 
fair market value exceeds $20,500,000. 
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EXHIBIT F 

CONVERSION NOTICE 

ARCTRUST Exchange Holdings LLC, a Delaware limited liability company, as the Class B Owner 
and holder of 100% of the Class B Interests in ARCTRUST Exchange DST hereby provides the Conversion 
Notice pursuant to Section 5.9 of the Amended and Restated Trust Agreement of ARCTRUST Exchange 
DST dated February 17, 2026.  This Conversion Notice shall be effective as of the beginning of the day on 
___________, 20___. 

Date:  ____________ 

ARCTRUST EXCHANGE HOLDINGS LLC, a 
Delaware limited liability company 

By: ARCTRUST Holding Partners LLC, a Delaware 
limited liability company, its sole Member 

By:  
Gary S. Baumann, President 
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EXHIBIT G 

NOTICE OF EXERCISE 

In accordance with Section 10 of the Amended and Restated Trust Agreement (the “Agreement”) 
of ARCTRUST Exchange DST (the “Trust”), the undersigned hereby exercises its FMV Option under 
Section 10 of the Agreement in relation to [____________] (the “Investor”) and its [__]% interest in the 
Trust.  The Investor may, within 15 business days of the date of this Notice of Exercise, notify the 
undersigned in writing (the “Exchange Notice”) that, pursuant to the terms of Section 10.3 of the 
Agreement, Investor is exercising its right to accept the Units (as defined in the Agreement) instead of cash 
for its Class A Interests in the Trust (the “Interest”).  Should the Investor not provide the undersigned with 
an Exchange Notice within 15 business days of the date of this Notice of Exercise, the Investor shall be 
deemed to have surrendered its Interest and all rights, title and interest therein in exchange for cash.  The 
undersigned shall deliver the Units or cash, whichever is applicable, to the Investor in accordance with the 
terms of Section 10 of the Agreement and to the address specified in Exhibit D of the Agreement (or such 
other address provided by the Investor to the Trust and which is included in the books and records of the 
Trust). 

Dated:  , 20  

_________________________, an ___________ 
By:  

_____________________ 
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EXHIBIT D 

PROJECTIONS OF OPERATIONS FOR THE PROJECTS 

This Exhibit D contains forward-looking statements that involve risks and uncertainties.  These statements 
are only predictions and are not guarantees.  Actual events and results of operations could differ materially from those 
expressed or implied in these forward-looking statements.  The forward-looking statements included in this Exhibit 
are based upon the Trust Manager’s current expectations, plans, estimates, assumptions and beliefs that involve 
numerous risks and uncertainties.  Although the Trust Manager believes that the expectations reflected in such 
forward-looking statements set forth in this Exhibit are based on reasonable assumptions, the actual results may differ 
significantly from the results discussed in the forward-looking statements.  Factors that might cause such differences 
include, but are not limited to, those described in this Memorandum.  Any assumptions underlying the forward-looking 
statements set forth in this Exhibit could be inaccurate.  Prospective Holders are cautioned not to place undue reliance 
on any forward-looking statements contained in this Exhibit.  The actual results may differ significantly from the 
results discussed in the forward-looking statements. 

The Projections of Operations for the Projects in this Exhibit are forward-looking statements and have been 
prepared as of the date of this Memorandum and represent estimates for the Projects over the approximate 6-year 
period beginning February 17, 2026 (the “Projections”). 

The Projections are based, in part, upon specific assumptions described in this Exhibit and this Memorandum.  
These estimates and assumptions represent the Trust Manager’s best judgment as to what the actual experiences of 
the prospective Holder will be.  Because of the impossibility of making meaningfully precise, predictive assumptions, 
some of the assumptions may not accurately reflect operations of the Projects in all years.  Changes in these 
assumptions could cause actual operating results to vary substantially from those which have been forecasted.  If such 
assumptions are incorrect, the Projections would likewise be incorrect.  No assurance can be given that the assumptions 
will prove to be correct.  Prospective Holders should closely review the more detailed information set forth in this 
Exhibit and this Memorandum. 

This Exhibit has been prepared by the Trust Manager and no independent public accountants or other third 
parties have examined, compiled, reviewed or agreed upon the procedures used to prepare the Projections.  The 
Projections have not necessarily been prepared with the guidelines of the American Institute of Certified Public 
Accountants or any other accounting profession self-regulatory or governing body.  There is no assurance that the 
Projects will perform as set forth in the Projections.  The ability to achieve the results set forth in the Projections 
is subject to a number of risks including, without limitation, those described in the Risk Factors in this Memorandum. 
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ASSUMPTIONS

Analysis Period 9 Years

Rental Growth Rate As set forth in the Leases.

Economic Vacancy: The Leases are each a long-term, single-tenant net lease with an investment 
grade rated tenant, and no vacancy has been included in the financial projections.

Operating Expenses: The Tenants are responsible for all operating expenses of the property including, 
but not limited to, real estate taxes and insurance.  Therefore, the Trust Manager 
has assumed that the Trust will not pay any Project operating expenses in the 
financial projections.  In the event that the tenants do not pay for a Project 
operating expense, the Trust will be liable to pay such expense.  The Trust will 
have to pay for Trust operating expenses.

Asset Management Fee: The Trust Manager will receive an annual fee of $58,090.

Trust Management Fee: The Trust Manager or its affiliate will receive an annual trust management fee in 
an amount equal to 2% of the gross revenues from the Projects.

Capital Reserves: There are no reserves required by the Lender for the Projects.  The Sponsor has 
included $8,249 of capital reserves within the Sources and Uses.

Date of Sale: It is anticipated that the Trust will own the Projects for up to 9 years.

Loan Terms Loan terms are outlined in detail in this Memorandum, see “Financing Terms”

For additional information, see “Estimated Use of Proceeds” in this Memorandum. 
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Forecasted Statement of Cash Flows Yearl Year2 Year 3 Year 4 Year5 Year 6 [Year 7 [Year 8 [Year 9 

Scheduled Base Rent Revenue $1,231,461 | $ 1,242,319 | $1,253,383 | $1,264,657 | $ 1,276,145 | $1,287,852 | $ 1,239,781 | $ 1,311,936 | $1,324,323 
Deposit Interest 

Less: Property Management S (24,629)| $ (24,846)| $ (25,068)| $ (25,293)| $ (25,523)| $ (25,757)] $ (25,996)| $ (26,239)| S (26,486) 
Less: Asset Management S (38,090)| $ (58,090)| $ (58,090)| $ (38,090)| $ (38,090)| $ (58,090)] $ (58,090)| $ (38,090)| $ (58,090) 
Less: Operating Expenses and Tax Returns $ (22,500)| $ (22,500)| $ (22,500)| $ (22,500)| $ (40.210)| $ (22,500)| $ (39,530)| $ (22,500)| $ (22,500) 
Net Operating Income ("NOI") $ 1,126,242] $ 1,136,882] $ 1,147,725] $ 1,158,774] $ 1,152,322] $ 1,181,505] $ 1,176,165] $ 1,205,108] $ 1,217,246 
Debt Service 

Interest ($ 516,234)| ($ 516,234)| ($ 516,234)| ($ 516,234)| ($ 516,234)| ($ 516,234)| (S$ 506,597)| (S 496,398)| (S$ 485,605) 
Mortgage Amortization $0 $0 $0 so $0 | (S$ 165,305)| (5 174,942)] ($ 185,140)] ($ 195.934) 

Debt Service (S$ $16,234)| ($ 516,234)| (S 516,234)| ($ 516,234)| (S 516,234)| ($ 681,539)| (S 681,539)| ($ 681,539)| ($ 681,539) 
Operating Reserves $ - $ - $ - $ - $ - $ - $ - $ - $ - 

Cash Distributions S610,008| $620,648| $631,491] $S642,539| S636,088| $499.966| S494,627| $523,569| $535,708 
Cash Distributions/Offering Proceeds 5.25% 5.34% 5.44% 5,53% 5,48% 4.30% 4,26% 4,51% 4.61% 

Debt Service Analysis 

Loan to Offering 43.3% 

Loan Amount $ 8,855,000 

Interest Rate 5.75% 

Amortization Period IO x 5, 25 
Term 5 (22 extensions x 2 yr each) 

Amortization Yearl Year2 Year 3 Year 4 Year5 Year 6 Year 7 Year 8 Year 9 

Balance, Beginning of Period $ 8,855,000 |$ 8,855,000 |$ 8,855,000 |$ 8,855,000 |$ 8,855,000 |$ 8,855,000 |$ 8,689,695 |$ 8,514,754 |$ 8,329,613 
Interest $ 509,163 $509,163 [|5509,163 |$509.163 [|$5509,163 |$ 509,163 |$499,657 |$489.598 |$5478,953 
Mortgage Amortization $0 $0 $0 so so $165,305 [5174942 |$185.140 |5195934 

Balance, End of Period $ 8.855.000 |$ 8,855,000 |$ 8,855,000 |$ 8,855,000 |$ 8,855,000 |$ 8.689.695 |$ 8.514.754 |$ 8.329.613 |$ 8.133.679 

Investor Return Analysis 
Yearl Year 2 Year 3 Year 4 Year5 Year6 Year 7 Year 8 Year 9 

Cash Distribution to Investor $509,163 [$509,163 [$509,163 |ss09.163 |$509,163 |ss509.163 [s4909,657 [5489598 |$478,953 
Mortgage Amortization so $0 $0 so so $ 165,305 |S5174942 |$185.140 |$ 195.934 
Cash Distributions+Mortgage Amortization |$610,008 |$ 620,648 [$631,491 [$642,539 |$ 636,088 |$ 665,270 |S 669 $708,709 |$ 731,642      
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DLA Piper LLP (US) 

4365 Executive Drive, Suite 1100 

San Diego, California 92121-2133 

www.dlapiper.com 

DLA PIPER 
T 858.677.1400 

F 858.677.1401 

September 1, 2026 

ARCTRUST Exchange DST 
c/o ARCTRUST Exchange ST LLC 
1401 Broad Street 
Clifton, New Jersey 07011 

Re: ARCTRUST Exchange DST 

Ladies and Gentlemen: 

You have requested our opinion as counsel to ARCTRUST Exchange DST, a Delaware statutory trust (the 

“Trust”), as to certain of the anticipated federal income tax consequences of a purchase of a Class A 
Beneficial Interest (the “Interest”) in the Trust pursuant to the ARCTRUST Exchange DST Amended and 

Restated Confidential Private Placement Memorandum dated September 1, 2026, as supplemented or 
amended (the “Memorandum”). More specifically, you have requested our opinion as to whether a 
purchaser of an Interest (the “Holder”) pursuant to the Memorandum should be considered for federal 

income tax purposes as owning an undivided interest in all of the assets in the Trust. 

This opinion does not apply to the individual tax consequences of any taxpayer, and each taxpayer 

should consult with its own independent tax advisor with respect to the consequences of a purchase 

of an Interest. 

1. Description of Transaction. The Trust is selling Interests in the Trust which owns the 
commercial real estate located at (1) 885 Oakwood Road, Charleston, West Virginia (the “Charleston 

Project”); (ii) 3680 Alabama Route 14, Millbrook, Alabama (the “Millbrook Project”); (iti) 2301 John 

Hawkins Parkway, Hoover, Alabama (the “Birmingham Project”); (iv) 1813 Westchester Drive, High 
Point, North Carolina (the “Westchester Project”); (v) 2630 Eastchester Drive, High Point, North Carolina 
(the “Eastchester Project”); and (vi) 831 Julian Avenue, Thomasville, North Carolina (the “Thomasville 
Project” and, together with the Charleston Project, the Millbrook Project, the Birmingham Project, the 
Westchester Project, and the Eastchester Project, the “Projects”). The Trust was formed pursuant to the 
Trust Agreement of ARCTRUST Exchange DST dated as of February 5, 2026, (the “Original Trust 

Agreement”), which was amended and restated pursuant to the Second Amended and Restated Trust 

Agreement of ARCTRUST Exchange DST (the “Trust Agreement”) by and among ARCTRUST Exchange 
Holdings LLC, a Delaware limited liability company, as the depositor (the “Depositor”), ARCTRUST 
Exchange ST LLC, a Delaware limited liability company (the “Trust Manager”), and United Corporate 

Services, Inc., as the Delaware Trustee (the “Delaware Trustee”). 

  

The Trust Agreement provides that the Trust is governed by the Delaware Trustee and the Trust 
Manager. The Projects are each subject to a lease as follows: (i) the Westchester Project is subject to a 
lease agreement (the “Westchester Lease”) with Pinnacle Bank, a Tennessee banking corporation 
(“Pinnacle” and in such capacity as tenant of the Westchester Project, the “Westchester Tenant”), (ii) the 
Eastchester Project is subject to a lease agreement (the “Eastchester Lease”) with Pinnacle (in such capacity 
as tenant of the Eastchester Project, the “Eastchester Tenant”, (iii) the Thomasville Project is subject to a 
lease agreement (the “Thomasville Lease”) with Pinnacle (in such capacity as tenant of the Thomasville 
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Project, the “Thomasville Tenant”, (iv) the Millbrook Project is subject to a lease agreement (the “Millbrook 
Lease”) with Alabama CVS Pharmacy, L.L.C., an Alabama limited liability company (“Alabama CVS” 
and in such capacity as tenant of the Millbrook Project, the “Millbrook Tenant”), (v) the Birmingham 
Project is subject to a lease agreement (the “Birmingham Lease”) with Alabama CVS (in such capacity as 

tenant of the Birmingham Project, the “Birmingham Tenant”), and (vi) the Charleston Project is subject to 

a lease agreement (the “Charleston Lease” and, together with the Westchester Lease, the Eastchester Lease, 
the Thomasville Lease, the Millbrook Lease, and the Birmingham Lease, the “Leases”) with West Virginia 

CVS Pharmacy, L.L.C., a West Virginia limited liability company (the “Charleston Tenant” and, together 
with the Westchester Tenant, the Eastchester Tenant, the Thomasville Tenant, the Millbrook Tenant, and 

the Birmingham Tenant, the “Tenants”). The Trust has assumed the Leases. The purposes of the Trust are 

to: (i) acquire the Projects and assume the Leases and enter into the loan documents (“Loan Documents”), 

(ii) hold the Projects for investment and to sell, transfer or exchange the Projects as required or permitted 
under the Trust Agreement, (iii) make monthly distributions to the Holders from cash generated by 

ownership of the Projects and (iv) take such other actions as the Trust Manager deems necessary to carry 

out the foregoing as are permitted in the Trust Agreement. 

The Trust will hold the Trust’s right, title and interest in and to the Projects, the Leases, and any 

and all other property and assets (whether tangible or intangible) in which the Trust at any time has any 
right, title or interest (the “Trust Estate”). The Trust will hold the Trust Estate for investment purposes and 
will lease the Projects to the Tenants. Except for certain limited exceptions set forth in the Trust Agreement, 

the activities of the Trust with respect to the Trust Estate after the effective date of the Conversion Notice 
(as defined in the Trust Agreement, the “Conversion Notice”) will be limited to activities that are customary 

services in connection with the maintenance and repair of the Projects, and none of the Delaware Trustee, 

the Holders, the Trust Manager and their respective agents will provide non-customary services, as such 
term is defined in Internal Revenue Code Sections 512 and 856 and Rev. Rul. 75-374, 1975-2 C.B. 261. 
The Trust will conduct no business other than as specifically set forth in Sections 2.3 and 3.2 of the Trust 

Agreement. Without limiting the generality of the foregoing, (i) none of the Delaware Trustee, the Trust 
Manager, the Holders or the Trust will have any power or authority to undertake any actions that are not 
permitted to be undertaken by an entity that is treated as a “trust” within the meaning of Treasury 

Regulations Section 301.7701-4 and not treated as a “business entity” within the meaning of Treasury 
Regulations Section 301.7701-2 and (ii) the Trust Agreement will be interpreted and enforced so as to be 
in compliance with the requirements of Rev. Rul. 2004-86, 2004-2 C.B. 191. For federal income tax 

purposes upon and after the effective date of the Conversion Notice, the Trust is intended to be an 
investment trust that is classified as a trust pursuant to Treasury Regulations Section 301.7701-4(c)(1) and 

not a “business entity.” 

The Trust Manager may determine, in its sole discretion, that the sale of the Projects is appropriate 
after the Trust has held the Project for 2 years after the Offering Termination Date; provided, however, the 

Trust may sell the Projects before such date if the Trust Manager has made a determination, in its sole 
discretion, that an event has occurred which could significantly and adversely affect the Projects, including, 
but not limited to, condemnation or casualty, which was not contemplated at the time the Trust acquired 

the Projects. 

The Trust must dissolve upon a Transfer Distribution. A “Transfer Distribution” will occur if the 
Trust Manager makes a determination, in writing, that the dissolution of the Trust is necessary and 
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appropriate to preserve and protect the Trust Estate for the benefit of the Holders because (i) a Tenant has 
failed to timely pay rent due under the applicable Lease after the expiration of any applicable notice and 
cure provisions in such Lease, if any, (ii) the Trust Estate is in jeopardy of being lost due to a default on the 
loan that is secured by the Projects (the “Loan”) (and in the case of either foregoing clause (i) and/or (ii) 

the Trust Manager is prohibited pursuant to Section 3.2 of the Trust Agreement from taking action that it 
believes necessary or appropriate to address such situation), (iii) a Tenant files for bankruptcy, seeks 

appointment of a receiver, makes an assignment for the benefit of its creditors or there occurs any similar 
event, (iv) the Trust Estate or any portion thereof is subject to a casualty, condemnation or similar event or 
(v) it is apparent that the Master Tenant or a subtenant intends to make improvements that are more than 
minor nonstructural modifications to the Project or (vi) the Trust Manager determines that it is necessary 

to take one of the actions enumerated in Section 3.2.3 of the Trust Agreement to avoid the loss or potential 
loss of all or a portion of the Trust Estate or its value. If the Loan, or any portion thereof, is outstanding, 

and written notice to the lender (the “Lender”) is sent by the Trust Manager, then the Trust will dissolve 

and wind up in accordance with Section 3808 of Chapter 38 of Title 12 of the Delaware Code (the “Act”), 
and each Holder’s percentage share of the Trust Estate will be distributed to such Holder in accordance 

with the Trust Agreement. 

Subject to the requirements of Section 3808 of the Act, as part of such liquidating distribution, and 
only in the event that a distribution would otherwise be made to the Holders under the Trust Agreement, 
the Holders will direct the Trust Manager to transfer title to the assets comprising the Trust Estate, and 
subject to all Trust liabilities, on behalf of each Holder to a newly formed Delaware limited liability 

company (the “Springing LLC”) in complete satisfaction of their Interests in order to consummate the 

dissolution of the Trust. 

Notwithstanding the above, if a determination has been made to terminate the Trust, then, provided 

that (i) the Trust Manager has determined that a conversion of the Trust into a limited liability company 

would not adversely affect the status of the Trust as an “investment trust” for income tax purposes, (ii) such 

alternative form of transaction is entered into to preserve and protect the Trust Estate, and (iii) such 
conversion is permitted under the terms and conditions of the Loan Documents (or is otherwise consented 

to by the Lender), the Trust Manager may effect the transaction contemplated by the Transfer Distribution 
as a conversion of the Trust into the Springing LLC rather than as a Transfer Distribution. In the case of 
such a conversion, the Springing LLC shall have the Holders as its members and the Trust Manager as its 
manager, and the limited liability company interests shall be issued to the Holders in proportion to their 

respective percentage shares in the Trust Estate. 

In addition to the above, where circumstances set forth in Section 9.2.1 of the Trust Agreement 

apply only to one Project (the “Affected Project”), then, in the Trust Manager’s sole discretion, if 
appropriate and in compliance with applicable tax law (which may in the Trust Manager’s option be 

accompanied by an opinion of counsel) and with applicable provisions of the Act and the Securities Act of 

1933, as amended, the Trust Manager may effect a Transfer Distribution only with respect to the Affected 

Project and the Trust will continue to hold the remaining Projects. 

The Depositor has acquired all of the Class B beneficial interests in the Trust, and it is anticipated 
that all of its Class B beneficial interests will be redeemed pursuant to Section 6.3 of the Trust Agreement. 
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2. Transaction Documents. In the preparation of this opinion, we have examined the 
following documents (“Transaction Documents”), copies of which have been provided to you: 
  

2.1 Memorandum; 

2.2 Original Trust Agreement; 

2.3 Trust Agreement; 

2.4 Certificate of Trust filed with the Delaware Secretary of State on February 5, 2026; 

2.5 Leases; 

2.6 Certificate dated September 1, 2026 (the “Certificate”). 

3. Assumptions. In rendering our opinion we have made, with your consent, the following 
assumptions: 

3.1 All of the facts and statements, and the description of the transaction set forth in 

Section 1 are true and accurate in all respects and the transaction will occur as set forth in Section 1; 

3.2 All statements in the documents and the Certificate set forth in Section 2 are true 

and accurate; 

3.3 The Trust, the Delaware Trustee and the Trust Manager will operate the Projects 

pursuant to the Trust Agreement; 

3.4 The Trust will not engage directly, or through the Delaware Trustee or the Trust 

Manager, in any activity other than those allowed under the Trust Agreement; 

3.5 The purchase price of an Interest does not exceed its fair market value; 

3.6 The items of compensation to the Trust Manager and its Affiliates are reasonable 

in amount based on the services actually rendered or to be rendered to or on behalf of the Trust; 

3.7 The Trust does not intend to enter into a joint venture or partnership with the Trust 

Manager; 

3.8 The Tenants will comply with the terms of their respective Leases; 

3.9 No election has been made to treat the Trust as a corporation or partnership for 

federal income tax purposes; 

3.10 The value of the personal property attributable to the Projects is less than 15% of 

the value of the real estate attributable to the Projects; 
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3.11 The terms of the Leases, considering the Leases and all surrounding circumstances, 

conform with normal business practice and the Leases are not designed as a means of basing rent on income 
or profits of the Projects; 

3.12 The Tenants are adequately capitalized in light of their anticipated obligations; 

3.13 Neither the Trust nor the Delaware Trustee has entered into a written agreement 

with the Trust Manager or the Holders creating an agency relationship, including with third parties; 

3.14. Neither the Trust nor the Delaware Trustee has represented that it is an agent of 
the Trust Manager or the Holders; 

3.15 Any lender to the Trust is not related to the Trust Manager, the Delaware Trustee, 
the Tenant or the Holders within the meaning of Code Sections 267(b) or 707(b); 

3.16 The Trust was not formed for tax avoidance purposes; and 

3.17 There will be no more than 480 beneficial interest owners of the Trust. 

With your consent, we have not independently verified the facts supporting the assumptions set forth in this 
Section 3, but we have no reason to believe that the facts supporting the assumptions are untrue. 

4. Basis of Opinion. In forming our opinions, we have, with your consent, relied on various 
representations that you have made to us in the Certificate, on certain factual information set forth in 
Section 1 and on the assumptions set forth in Section 3. A copy of the Certificate is attached as Exhibit A 
and made part of this opinion letter. We have reviewed the Certificate with your representative who signed 
the Certificate on your behalf, and although we have not independently verified the representations, 

statements and assumptions set forth in the Certificate, in the course of our consideration of these matters, 

no facts have come to our attention which have caused us to believe that such representations, statements 

or assumptions are untrue. In addition, except as to matters we have assumed as provided herein, we have 

reviewed such other documents and performed such other investigations as we have deemed customary and 

prudent for purposes of rendering our opinions. In our examination, we have assumed the authenticity of 

all documents submitted to us as originals, the accuracy of copies, the genuineness of signatures and the 

capacity of each party executing the documents to execute such documents. We have assumed (i) that the 

documents reviewed and relied upon by us in preparing this opinion were duly authorized, executed and 

delivered by and on behalf of the parties thereto, (ii) that such documents are legal, valid and binding 

obligations of the parties thereto, (iii) that such documents contain the entire agreement of the parties with 

respect to the subject matter of the documents and that there are no other documents, agreements or 

understandings relating thereto and (iv) that no other consents or approvals are required. 

  

Our opinions and the legal conclusions expressed herein are based on the facts and representations in 

existence and on the laws and regulations in effect as of the date hereof, all of which are subject to change 

prospectively and retroactively. 

An opinion of counsel is predicated on all the facts, conditions and assumptions set forth in the opinion and 

is not a guarantee of the current status of the law and should not be accepted as a guarantee that a court of 
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law or an administrative agency will concur in the opinion. If any of the facts, conditions or assumptions 
prove incorrect, it is likely that the tax consequences would change. The issues on which we have expressed 
an opinion herein have not been definitively resolved by statutes, regulations, rulings or judicial opinions. 

In addition, the opinion issued to the Trust is a “should” opinion. A “should” opinion means that counsel 
believes that, if properly litigated by competent counsel, an Interest should be treated as an interest in real 

property. Accordingly, no assurances can be given that the conclusions expressed herein will be accepted 

by the IRS or any state taxing authority, or, if contested, would be sustained by a court, or that legislative 

changes or administrative pronouncements or court decisions may not be forthcoming that would 
significantly alter or modify the conclusions expressed herein. Further, because counsel represents the 

Trust, the opinion has been rendered to the Trust. The opinion is not intended to be used by any taxpayer 
to avoid penalties. 

When we opine as to a result, we assume that the issues will be adequately briefed and argued by competent 
counsel through appeals. 

As used in this letter, the term “Code” means the Internal Revenue Code of 1986, as amended; “Treasury 

Regulations” mean the Federal Income Tax Regulations issued under the Code; and “IRS” means the 
Internal Revenue Service. 

5. Discussion. 

5.1 In General. Code Section 1031(a)(1) provides that “[n]o gain or loss shall be 

recognized on the exchange of real property held for productive use in a trade or business or for investment 
if such real property is exchanged solely for real property of like kind which is to be held either for 

productive use in a trade or business or for investment.” Thus, a determination has to be made as to whether 

a Holder will be treated as acquiring an interest in real property. 

5.2 The Trust Must be Recognized as a Separate Entity. The first determination that 

has to be made is whether the Trust will be treated as an entity that is separate from its owners for federal 
income tax purposes. Whether an organization is an entity separate from its owners for federal income tax 

purposes is a matter of federal tax law and does not depend on whether the organization is recognized as an 
entity under local law.! An entity that is formed under local law is not always recognized as a separate 

entity for federal income tax purposes.” Generally, when participants in a venture form a state law entity 
and avail themselves of the benefits of that entity for a valid business purpose, such as investment or profit, 

and not for tax avoidance, the entity will be recognized for federal tax purposes.’ 

5.2.1 Entity Determination. The initial determination is whether the Trust will 

be viewed as an entity. The IRS in Revenue Ruling 2004-86 (the “Revenue Ruling”) held that the Delaware 
statutory trust (“DST”) was an entity that was recognized as separate from its owners. The IRS made this 
determination based on the fact that (i) creditors of the beneficial owners of the DST could not assert claims 

directly against property owned by the DST, (ii) the DST could sue or be sued and the property held by the 
DST was subject to attachment and execution as if it were a corporation, (iii) the beneficial owners of the 

  

  

| Treas. Reg. $ 301.7701-1(a)(1). 
2 Treas. Reg. $ 301.7701-1(a)(3). 
3 Rev. Rul. 2004-86, 2004-2 C.B. 191. 
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DST were entitled to the same limitation on personal liability because of actions of the DST that is extended 
to stockholders of Delaware corporations, (iv) the DST could merge or consolidate with or into 1 or more 
statutory entities or other business entities and (v) the DST was formed for investment purposes. The 
foregoing limitations also apply to the Trust. Thus, based on the above, the Trust should be recognized as 
a separate entity. 

5.2.2 No Agent. The next determination that must be made is whether the Trust 

or the Trust Manager will be viewed as an agent of the Holders. Whether a trust or its trustee is an agent 

of a trust’s beneficial owners depends upon the agreement between the parties.* An entity that is formed to 
act as a mere agent of its owners will not be treated as an entity that is separate from its owners for federal 

income tax purposes. The Supreme Court in Commissioner v. Bollinger’ held that the owners of a 
corporation were the owners of the property and the corporation was an agent for the owners. The 
corporation agreed (i) to hold title to the property as the owners’ nominee and agent solely to secure 
financing, (ii) that the owners had sole control and responsibility for the property and (iii) that the owners 

were the principal and owner of the property during its financing, construction and operation. 

The IRS concluded in Revenue Ruling 92-105° that an interest in an Illinois land trust constituted real 

property and the trust was not treated as a separate entity for federal income tax purposes. The taxpayer in 
the revenue ruling created an Illinois land trust, was named the beneficiary and named a domestic 
corporation as trustee. The taxpayer transferred legal and equitable title to certain real property to the trust 

subject to the provisions of an accompanying land trust agreement. Under the land trust agreement, the 
taxpayer (i) retained exclusive control of the management, operation, rental and sale of the real property, 

together with an exclusive right to the earnings and proceeds from the real property and (ii) was required 
to file all tax returns, pay all taxes and satisfy any other liabilities with respect to the real property. Because 
the trustee’s only responsibility was to hold and transfer title to the property at the direction of the 
beneficiary, and because the beneficiary retained the direct obligation to pay liabilities and taxes related to 
the property, the right to manage and control the property, as well as any liability with respect to the 
property, the IRS concluded that a trust was not established. 

The Trust should not be viewed merely as an agent of the Holders because, unlike the trusts in Bollinger 

and Revenue Ruling 92-105, the Holders have no right or power to direct the actions of the Trust, the Trust 
Manager or the Tenants in connection with the management or operation of the Trust or the Projects.’ 
Specifically, the Holders have no right or power to contribute additional assets to the Trust, cause the Trust 

to negotiate or renegotiate loans or leases or cause the Trust to reinvest the proceeds of a sale of its assets.® 
The Trust Agreement provides that the Trust’s sole purpose is to acquire, lease and dispose of the Projects. 

These provisions evidence an intent that the Trust will engage in activities on its own behalf rather than as 
an agent of the Holders. Finally, because the Trust is a DST, the Holders may avail themselves only of the 
limited powers and privileges afforded to a beneficial owner under Delaware law. Based on the above, the 

Trust should be recognized as an entity separate from the Holders for federal income tax purposes and the 

  

Rev. Rul. 2004-86, 2004-2 C.B. 191. 

485 U.S. 340 (1988). 
Rev. Rul. 92-105, 1992-2 C.B. 204. 
See Trust Agreement at Section 6.2. 
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Trust, the Delaware Trustee and the Trust Manager should not be viewed as agents of the Holders for federal 

income tax purposes. 

5.3 The Trust Must be Treated as an Investment Trust. The next determination is 
whether the Trust will be treated as a “business entity” or as an “investment trust” that is classified as a 
trust pursuant to Treasury Regulations Section 301.7701-4(c)(1). In general, the term “trust” refers to an 

arrangement created either by a will or by an inter vivos declaration whereby trustees take title to property 
for the purpose of protecting or conserving it for the beneficiaries.” The beneficiaries of such a trust may 
be the persons who created it and it will be recognized as a trust if it was created for the purpose of protecting 
or conserving the trust property for beneficiaries who stand in the same relation to the trust as they would 

if the trust had been created by others for them.!” Generally, an arrangement will be treated as a trust if it 

can be shown that the purpose of the arrangement is to vest in trustees responsibility for the protection and 
conservation of property for beneficiaries who cannot share in the discharge of this responsibility and, 
therefore, are not associates in a joint enterprise for the conduct of business for profit.'' An “investment 

trust” will not be classified as a trust if there is a power under the trust agreement to vary the investment of 

the certificate holders.'2 An investment trust with a single class of ownership interests, representing 
undivided beneficial interests in the assets of the trust, will be classified as a trust if there is no power under 

the trust agreement to vary the investment of the certificate holders.'? An investment trust with multiple 
classes of ownership interests ordinarily will be classified as a business entity, however, an investment trust 

with multiple classes of ownership interests, in which there is no power under the trust agreement to vary 

the investment of the certificate holders, will be classified as a trust if the trust is formed to facilitate direct 
investment in the assets of the trust and the existence of multiple classes of ownership interests is incidental 
to that purpose.'* A power to vary the investment of the certificate holders exists where there is managerial 
power, under the trust instrument, that enables a trust to take advantage of variations in the market to 

improve the investment of the investors.!* 

  

5.3.1. Summary of Revenue Ruling. The Revenue Ruling involved the 
determination of the tax treatment of a DST that invested in real property. Under the Revenue Ruling, Party 
A borrowed money, on a nonrecourse basis, from a bank and used the proceeds of the loan to purchase 
rental real property (“Blackacre”). The note was secured by Blackacre. Immediately following Party A’s 
purchase of Blackacre, Party A entered into a net lease with Party Z for a 10-year term. Under the terms of 
the lease, Party Z was required to pay all taxes, assessments, fees or other charges imposed on Blackacre. 
In addition, Party Z was required to pay all insurance, maintenance, ordinary repairs and utilities relating 

to Blackacre. Party Z could sublease Blackacre. Party Z’s rent was a fixed amount that could be adjusted 
by a formula described in the lease agreement that was based upon a fixed rate or an objective index 
provided that the adjustments to the rate or index were not within the control of any of the parties to the 

  

  

Treas. Reg. § 301.7701-4(a). 

10 Treas. Reg. $ 301.7701-4(a). 
1! Treas. Reg. $ 301.7701-4(a). 
2 Treas. Reg. $ 301.7701-4(c). 
13 Treas. Reg. $ 301.7701-4(c). 
14 Treas. Reg. $ 301.7701-4(c). 
15 See Commissioner v. North American Bond Trust, 122 F.2d 545, 546 (2d Cir. 1941). 
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lease. The rent was not contingent on Party Z’s ability to lease the property or on Party Z’s gross sales or 

net profits derived from Blackacre. 

On the same day, Party A formed a DST and Party A contributed Blackacre to the DST. The DST assumed 

Party A’s rights and obligations under the note with the bank and the lease with Party Z. Neither the DST 

nor any of its beneficial owners were personally liable to the bank on the note, which continued to be 

secured by Blackacre. 

The trust agreement provided that interests in the DST were freely transferable. The DST terminated on 
the earlier of 10 years from the date of its creation or the disposition of Blackacre, but did not terminate on 

the bankruptcy, death or incapacity of any owner or on the transfer of any right, title or interest of an owner. 

The trust agreement further provided that interests in the DST would be of a single class, representing 

undivided beneficial interests in the assets of the DST. 

Under the trust agreement, the trustee was authorized to establish a reasonable reserve for expenses 

associated with the holding of Blackacre that may be payable out of trust funds. The trustee was required 
to distribute all available cash less reserves quarterly to each beneficial owner in proportion to their 

respective interests in the DST. The trustee was required to invest cash received from Blackacre between 
each quarterly distribution and all cash held in reserve in short-term obligations of (or guaranteed by) the 
United States, or any agency or instrumentality thereof, and in certificates of deposit of any bank or trust 

company having a minimum stated surplus and capital. The trustee was permitted to invest only in 

obligations maturing prior to the next distribution date and was required to hold such obligations until 

maturity. In addition to the right to a quarterly distribution of cash, each beneficial owner had the right to 

an in-kind distribution of its proportionate share of trust property. 

The trust agreement provided that the trustee’s activities were limited to the collection and distribution of 

income. The trustee could not exchange Blackacre for other property, purchase assets other than the short- 

term investments described above or accept additional contributions of assets (including money) to the 

DST. The trustee could not renegotiate the terms of the debt used to acquire Blackacre and could not 

renegotiate the lease with Party Z or enter into leases with tenants other than Party Z, except in the case of 

Party Z’s bankruptcy or insolvency. In addition, the trustee could make only minor nonstructural 

modifications to Blackacre, unless otherwise required by law. The trust agreement further provided that 

the trustee could engage in ministerial activities to the extent required to maintain and operate the DST 

under local law. 

Neither the DST nor its trustee entered into an agreement with the beneficial owners creating an agency 

relationship, and neither the DST nor its trustee acted as an agent of the beneficial owners. 

To determine whether the DST qualified as an investment trust that is classified as a trust for federal income 

tax purposes, the Revenue Ruling discussed whether the trust agreement granted the power to vary the 

investment held by the DST. The Revenue Ruling indicated that the financing and leasing arrangements 

related to Blackacre were made prior to the inception of the DST and were fixed for the entire life of the 

DST. Further, the trustee was permitted to only invest in short-term obligations that matured prior to the 

next quarterly distribution date and was required to hold the obligations until maturity. The Revenue Ruling 

concluded that because the trust agreement required that any cash from Blackacre, and any cash earned on 

1629396781.6 

  
 



DLA PIPER 

ARCTRUST Exchange DST 

September 1, 2026 
Page 10 

short-term obligations held by the DST between distribution dates, be distributed quarterly and because the 

disposition of Blackacre resulted in the termination of the DST, no reinvestment of such monies was 

possible. 

The Revenue Ruling emphasized that the trustee’s activities were limited to the collection and distribution 
of income. The trustee could not exchange Blackacre for other property, purchase assets other than short- 

term investments or accept any additional contributions of assets (including money) for the DST. The 

trustee could not renegotiate the terms of the loan and could not renegotiate the lease with Party Z or enter 
into leases with tenants other than Party Z except in the case of Party Z’s bankruptcy or insolvency. In 

addition, the trustee could only make minor nonstructural modifications to the property except to the extent 

required by law. The Revenue Ruling noted that the trustee had none of the powers which evidence an 
intent to carry on a profit-making business. The Revenue Ruling concluded that because the trustee had no 

power to vary the investment of the beneficiaries of the trust, the DST will be classified as a “trust” for 

federal income tax purposes. 

The Revenue Ruling indicated that the trust arrangement would not have qualified as an investment trust, 
and therefore would not have been classified as a “trust,” if the trustee had been given the power to do 1 or 

more of the following: 

dispose of Blackacre and acquire new property; 

. renegotiate the lease with Party Z, or enter into a lease with a tenant other than Party Z 

(other than in the case of the bankruptcy or insolvency of Party Z); 

. renegotiate or refinance the loan used to purchase Blackacre (other than in the case of the 

bankruptcy or insolvency of Party Z); 

invest cash received to profit from market fluctuations; or 

make more than minor nonstructural modifications to Blackacre that were not required by 

law. 

5.3.2 The Trust Agreement. The powers and authority granted to the Trust 

Manager in the Trust Agreement are intended to fall within the limited scope of the powers and authority 

that may be exercised by a trustee of an “investment trust.” The Trust Agreement authorizes the Trust 

Manager to (i) comply with the Leases and the Loan Documents, (ii) make, or cause to be made, repairs 

necessary to maintain the Project, (iii) collect rents and make distributions, (iv) enter into any agreements 

for the purposes of enabling a Holder to complete a like-kind exchange, (v) notify the relevant parties of 

any default under the Transaction Documents and (vi) enter into a new lease solely under very limited 

circumstances pertaining to a bankruptcy or insolvency of a Tenant renegotiate or refinance any debt 

secured by the Projects (including, without limitation, the Loan) solely under very limited circumstances 

pertaining to a bankruptcy or insolvency of a Tenant. Additionally, the Trust Agreement expressly denies 

the Trust Manager any power or authority to take any action that would cause the Trust to cease to be an 

investment trust described in Treasury Regulations Section 301.7701-4(c) or of each Holder as a “grantor” 

within the meaning of Code Section 671. Many of the prohibited actions are factual in nature (i.e., whether 

or not more than a minor nonstructural modification, other than as required by law was performed at the 

Projects). We are relying on the Certificate regarding certain factual matters and will not independently 

verify the accuracy of the matters subject to such certification. 
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Although the Trust Agreement grants certain powers to the Trust Manager and/or the Delaware Trustee that 

are not addressed in the trust arrangement described in the Revenue Ruling, we believe that these powers 

should not prevent the Trust from being treated as an investment trust. Those powers include (i) the sale 

of the Projects and (ii) the potential liquidation and termination of the Trust as a result of a Transfer 

Distribution. We believe that neither of these powers permit the Delaware Trustee or the Trust Manager to 

vary the investments of the certificate holders of the Trust in a manner that results in the Holders improving 

their investment results based on variations in the market.!* 

The power granted under the Trust Agreement to sell the Projects should not be viewed as a power to vary 

the Trust’s investments because the Trust is prohibited from reinvesting the proceeds of the sale. 

Immediately after a sale of the last Project, the Trust Manager must distribute the sale proceeds to the 

Holders and the Trust will terminate. The Trust Manager has no power to purchase replacement 

investments with the proceeds from the sale of the Projects. As a result, the fact that the Trust Manager has 

the power to sell the Projects should not prevent the Trust from being treated as an investment trust that is 

classified as a “trust” for federal income tax purposes. 

A Transfer Distribution should not be viewed as inconsistent with the limitations imposed on an investment 

trust under the Revenue Ruling. A Transfer Distribution would occur only under specified circumstances 

that would, in the absence of the Trust’s termination, require actions that either are not authorized, or are 

prohibited, by the Trust Agreement. The fact that such circumstances are not expected or likely further 

supports the conclusion that a Transfer Distribution is not intended to circumvent the passive nature of the 

Trust with respect to its ownership of the Trust Estate. The termination of the Trust and the transfer of the 

Trust Estate (or the conversion of the Trust) to the Springing LLC, an entity that has the power to engage 

in the actions required under the specified circumstances, is evidence that the Trust is intended to act simply 

as a passive holder of the assets comprising the Trust Estate. 

5.3.3. Leases. As set forth in the Revenue Ruling, the Trust must be considered 

an “investment trust.” Pursuant to Treasury Regulations Section 301.7701-4(c), an “investment trust” will 

not be classified as a trust if there is a power to vary the investment of the certificate holders. If the Trust 

has the power to vary the investment of the certificate holders, the Trust will be considered a business trust 

for federal income tax purposes. The Revenue Ruling involved a DST that entered into a net lease for the 

property. The courts have interpreted a net lease, for federal income tax purposes, to mean a lease that is 

designed to transfer (or minimize) the economic risk of fluctuating operating costs from the lessor to the 

lessee.’ Generally, if a tenant is responsible for paying for all expenses related to the property and 

operating the property, the activities of the trust should be considered to be the mere leasing of property 

  

16 See Rev. Rul. 75-192, 1975-1 C.B. 384 (right to reinvest funds in short-term obligations was not a power to vary 

the investment); Rev. Rul. 78-371, 1978-2 C.B. 344 (trustee could purchase and sell contiguous or adjacent real 

estate, accept or reject certain contributions of contiguous or adjacent real estate, raze or erect any building or 

structure, make any improvements to the land contributed to the trust, to borrow money, and to mortgage and 

lease the trust property held to be a business entity and not a trust); Rev. Rul. 73-460, 1973-2 C.B. 424 (depositor 

could direct the trustee, under limited circumstances to accept or reject a “substitution” of new bonds for old 

bonds proposed by the obligor of such bonds, as the depositor may deem proper; held a trust). 

17 Qantas Airways Limited v. United States, 1997 WL 314403 (Fed. Cl.). 
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and not the operation of a trade or business.!* The Trust is required to pay debt service under the Loan and 

the Trust’s operating expenses. 

The Revenue Ruling does not incorporate the requirement for a net lease in the legal analysis regarding 

whether the DST will be considered to be an investment trust and is only a factual statement in the Revenue 
Ruling. The Revenue Ruling does enumerate 7 prohibited actions which would cause the trust not to be 
treated as an investment trust for federal income tax purposes. The lack of a net lease was not included in 

these prohibitions. Thus, it does not appear that the Revenue Ruling imposes a requirement that, in order 
to be considered an investment trust, the lease between the DST and the tenant must be a net lease similar 

to the one described in the Revenue Ruling. 

There is not a consistent definition of “net lease” under the Code and judicial authority. Thus, it is not clear 

whether each of the Leases would be considered to be a net lease for federal income tax purposes. Former 

Code Section 57(c)(1) provided that a lease would be considered to be a net lease if, for a taxable year the 

sum of the deductions of the lessor with respect to a property (which are allowable solely by reason of Code 
Section 162 other than rents and reimbursed amounts with respect to such property) were less than 15% of 
the rental income produced by such property. If this test were applied to the Leases, each Lease would be 

considered to be a net lease for federal income tax purposes based on the Projections (as defined in the 

Memorandum) prepared by the Trust Manager. 

Even if the Leases were to be considered gross leases (and not net leases), there is no authority under 

Treasury Regulations Section 301.7701-4(c) regarding whether the lease of real property under a lease that 
is not a net lease will have any effect on whether the Trust will be considered an investment trust. If the 

Trust were considered to be in an active trade or business, the Trust would not qualify as an investment 

trust. Certain rules have developed regarding whether the activities of a taxpayer will be sufficient to be 

considered engaging in an active trade or business when the taxpayer merely receives income from rental 
property. The majority of the case law regarding whether or not the ownership of real estate will be 
considered to be a trade or business is based on the activities of the taxpayer. For example, in Revenue 
Ruling 79-394, the IRS found that a corporation was considered to be engaged in an active trade or business 
if its conduct of its rental activities “demonstrates considerable day to day management and operational 

activity sufficient for purposes of distinguishing such conduct from passive investment in real estate. 
Furthermore, objective criteria such as acquiring, renovating, refurbishing, maintaining, leasing and 
servicing its rental property and its payment of salaries and expenses support this conclusion.” Further, in 
PLR 7904019 (October 24, 1978), an individual owned and leased property under a lease that required the 
landlord to pay for taxes, insurance and for certain operational expenses related to the property. The IRS 
indicated that, although the landlord was required to pay for certain expenses related to the property, the 
landlord did not supervise or participate in the operation or management of the property. Thus, the landlord 
was not engaged in a trade or business. Under Code Section 512(b)(3)(B)(ii), courts have held that a 
landlord’s payment of a number of expenses related to property subject to a sharecrop lease would not 
prevent the rent paid to the landlord from qualifying as “passive rent”.'? When looking at the sharecrop 

  

18 ld 

12 See, e.g., Trust U/W Emily Oblinger v. Commissioner, 100 T.C. 114 (1993); White’s Iowa Manual Labor 

Institute v. Commissioner, T.C. Memo 1993-364 (the landlord and tenant share some expenses equally, the tenant 

paid the “substantial” operating expenses, including machinery and labor costs, and the landlord “agreed to pay 
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leases, the courts focused on the fact that the lease terms were customary in the applicable market when 
finding that the leases were true leases for federal income tax purposes. Treasury Regulations 
Section 1.856-4(b)(3) (made applicable to leases by charitable organizations by Treasury Regulations 

Section 1.512(b)-1(c)(2)(iii)(b)) provides that “an amount will not qualify as ‘rents from real property” if, 

considering the lease and all the surrounding circumstances, the arrangement does not conform with normal 
business practice but is in reality used as a means of basing the rent on income or profits.” However, in 

AOD 1994-01, the IRS stated that it did not agree with the cases that had held the cropshare agreements to 
be true leases, but, in view of its lack of success in the courts, had decided that it would no longer litigate 
these issues with regard to the “typical crop-sharing agreement.” We have relied on the Certificate 
containing representations that the terms of each of the Leases are consistent with market terms of similar 

leases and is not an effort to share in income or profits. 

The Trust is merely leasing property to the Tenants and the Tenants and not the Trust, have the obligation 

to operate each of the Projects and provide the day-to-day repair and maintenance of the Projects. The 

Trust has no employees, and is merely paying for certain expenses associated with the Projects, rather than 

actively providing services to the Tenants or to the Projects. The tenants, and not the Trust, are responsible 
for engaging contractors to perform the services for the maintenance and repair of the Projects. As a result, 

even if it were determined that the Leases are not net leases as set out in the factual assumptions in the 
Revenue Ruling, the Trust should not be viewed as engaging in an active trade or business that would 

prevent it from being treated as an investment trust. 

Some of the Leases allow the applicable Tenant to make modifications to the applicable Project. 
Modifications to the Projects which are more than minor non-structural modifications are prohibited under 
the terms of the Trust Agreement. Pursuant to the Trust Agreement, if a Tenant notifies the Trust that it 
intends to make a modification that is more than a minor non-structural modification to a Project, and such 

alteration violates the tax restrictions related to the Trust’s treatment as an investment trust in the 
determination of the Trust Manager, the Trust will sell the applicable Project or transfer it to the Springing 
LLC. If any Tenant undertakes alterations at the applicable Project without prior notice to the Trust, the 

Trust may not be able to continue to qualify as an investment trust for federal income tax purposes. 

5.4 True Lease. The Projects are leased by the Trust to the Tenants pursuant to the 

Leases. The IRS could take the position that the Leases are not true leases and are instead agency 
relationships. If such a position were taken, the Trust would not qualify as an investment trust and Interests 
would not qualify as real property for purposes of Code Section 1031. In determining whether a lease 
arrangement is a true lease, rather than an agency relationship, the IRS and the courts have generally 
engaged in a fact-intensive analysis which focuses on the following 2 factors: (i) who controls the use of 

the property and (ii) who bears the risk of loss in respect of such use. 

5.4.1 Control of the Use of the Property. Where the property owner controls the 

use or operation of the property, an agency or financing relationship is more likely to be found. In 
determining who holds control with respect to the use or operation of property, the IRS and the courts have 
adopted flexible standards to weigh whether the right to exploit the use of the property for its own benefit 

  

  

certain other costs which primarily affected the value of the farm; i.e., materials to repair buildings, fences, and 

other improvements, and lime to improve or maintain the quality of the soil”). 
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has been sufficiently transferred to the lessee. In Amerco v. Commissioner,” the Tax Court found that the 

lessee’s day-to-day control over the use and leasing of the trucks, power to set or recommend the terms of 

leasing the trucks to the public and exclusive control and supervision over all operating expenses was 
sufficient lessee control to outweigh the lessor’s right to require periodic accountings and to enter the 

premises to determine whether income was reported accurately and the obligation of the lessee to promote 
the welfare of the lessor. In contrast, in Meagher v. Commissioner,?' the Tax Court found that an agency 

relationship existed where the lessee was required to use its best efforts to lease the owner’s railway cars, 

maintain adequate records and obtain insurance with the owner as a co-beneficiary. However, in Meagher, 

the Tax Court also focused on the fact that the “rent” due under the purported lease was based on net 

earnings and no payment was due to the lessor if the property did not generate a net profit. Factors which 

indicate that the lessee holds powers or obligations which are indicia of property rights, such as the lessee’s 

continuing exclusive right to use and possess the property following a sale of the property by the lessor or 
an obligation to pay rent regardless of the profit generated by a property can shift the balance towards a 

finding of a true lease. The Tenants have the exclusive right to use and possess the Projects pursuant to the 
Leases. In addition, the Tenants have control over the day-to-day operation and maintenance of the Projects 

and are responsible for all costs associated with such operation and maintenance. Further, the Tenants each 

have an obligation to pay rent to the Trust regardless of whether the Projects generate any profit. In 

addition, any profits generated by the Tenants’ operation of the Projects will be retained by the Tenants. 

5.42 Risk of Loss. If the property owner bears the risk of loss from the 

operations or activities conducted at the property, an agency relationship is more likely to be found. In 
determining who holds the risk of loss, courts have focused on whether “rent” payments are required only 

if there is a net profit, whether the lessee is entitled to a minimum or maximum fee, or whether the liability 

of the owner with respect to operating expenses or the activities of the property are limited. The Leases 
provide that the rent is a fixed amount payable in all events. All of the Tenants are responsible for the 

payment of the day-to-day operating expenses, taxes and insurance of their respective Projects, as well as 
the ongoing maintenance. We have relied on the Certificate which includes representations that the terms 
of the Leases are consistent with the market terms of leases similar to the Leases and are not merely a 
disguised attempt to share in the profits or income of the Projects. The Tenants are obligated to pay rent 
due under the Leases, regardless of whether the Projects generate a profit. 

5.4.3. Revenue Procedure. Revenue Procedure 2001-28, 2001 C.B. 1156 sets 
forth the guidelines the IRS will use in determining whether certain transactions purporting to be leases of 
property are, in fact, leases or something else for federal income tax purposes.” Revenue Procedure 2001- 

28 provides that the lessor must have an initial investment in the property equal to at least 20% of the cost 
of the property, the lessor must maintain an investment equal to at least 20% of the cost of the property 
during the ownership period and the lessor must represent and demonstrate that an amount equal to at least 
20% of the original cost of the property is a reasonable estimate of what the fair market value of the property 
will be at the end of the lease term. The Trust Manager has certified in the Certificate that the above 
requirements have been met (with respect to the initial investment) and are anticipated to be met (with 
respect to the continued and residual value). In addition, the IRS has indicated in Revenue Procedure 2001- 

  

  

2 89 T.C. 654 (1984). 
21 T.C. Memo. 1977-270 (U.S. Tax Ct.). 
22 Rev. Proc. 2001-28, 2001-1 C.B. 1156. 
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28 that the lessor must represent and demonstrate that a remaining useful life for the property of the longer 
of 1 year or 20% of the originally estimated useful life of the property is a reasonable estimate of what the 
remaining useful life of the property will be at the end of the lease term. For purposes of determining the 
lease term, all renewal options or extension periods except renewals or extension periods at the option of 
the lessee at fair market value at the time of such renewal or extension are included. 

The Leases provide for fixed terms and renewal periods at fixed rates as follows: (i) the Birmingham Lease 

has fixed rate renewal periods that end on February 28, 2061; (ii) the Millbrook Lease has fixed rate renewal 
periods that end on February 28, 2061, (iii) the Charleston Lease has fixed rate renewal periods that end on 
January 31, 2051, (iv) the Eastchester Lease has fixed rate renewal periods that end on December 31, 2047, 

(v) the Westchester Lease has fixed rate renewal periods that end on December 31, 2047, and (vi) the 
Thomasville Lease has fixed rate renewal periods that end on October 31, 2047. The Needs Assessments 
(as defined in the Memorandum) indicated that (a) each of the Charleston Project, Eastchester Project, 

Thomasville Project has a remaining useful life of at least 35 years, and (b) each of the Birmingham Project 
and Millbrook Project has a remaining useful life of at least 44 years. Thus, according to the Needs 
Assessments, each Project has a projected remaining economic life after the term of the respective Lease 
that is at least 20% of the originally estimated useful life of the property. 

5.5 Multiple Classes of Ownership Interests. The Treasury Regulations provide that a 
trust arrangement that would be treated as an investment trust with multiple classes of ownership will still 
be treated as an investment trust if the multiple classes of ownership interests are incidental to the 

investment purpose of the trust.” 

  

It is possible that the IRS may assert that the redemption of the Class B beneficial interests gives rise to 
multiple classes of ownership interests even though the rights of a Class B beneficial interest owner 

otherwise will be identical to the rights of the Holders. We believe that the redemption right should be 

treated as existing simply to facilitate an investment in an Interest. The redemption simply replaces the 
Class B beneficial interest owner’s pro rata ownership interest in the Trust and its underlying assets with 

that of the Holders. This same result could be accomplished by selling the Class B beneficial interests. 
Because under either scenario the result is the same, and in neither situation is there any variation in the 
underlying assets owned by the Trust, we believe that the formal mechanism by which the Trust’s interests 
are transferred to the Holders should not affect the tax consequences of the underlying transaction. 

This analysis is consistent with the IRS statement in the Revenue Ruling that its conclusions would have 
been the same regardless of whether the trust property (Blackacre) had been sold directly to Party A, and 
then contributed to the trust or, as in the facts in the Revenue Ruling, contributed to the trust followed by a 

sale of an interest in the trust to Party A. Under these circumstances no multiple classes of ownership 

interests in the Trust should exist. 

5.6 Holders Treated as “Grantors” of the Trust. In order for the Holders to own an 
undivided direct interest in the Project, the Trust must be classified as a grantor trust. A “grantor” of a trust 
includes any person to the extent such person either creates a trust or directly or indirectly makes a 

  

  

23 Treas. Reg. $ 301.7701-4(c). 
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gratuitous transfer of property, including cash, to a trust.“ A gratuitous transfer to a trust includes a transfer 
of cash to the trust in exchange solely for an interest in the trust. The term “grantor” also includes any 
person who acquires an interest in a trust from a “grantor” of the trust if the interest acquired is an interest 
in an investment trust that is treated as a trust.2° The Revenue Ruling also considered whether the purchase 

of interests in the trust arrangement by Party B and Party C would be treated as an acquisition of interests 
in Blackacre which was owned by the trust. The IRS concluded that Party B and Party C should be treated 

as grantors of the trust when they acquired their interests in the trust from Party A, who had formed the 

trust. 

Similar to the Revenue Ruling, the Holders should be treated as “grantors” of the Trust. The Holders will 

transfer cash to the Trust in exchange solely for an Interest therein. Because receiving an Interest in the 
Trust is not treated as the receipt of property, the Holders should be treated as making a gratuitous transfer 
to the Trust. Thus, the Holders should be treated as “grantors” of the Trust. 

5.7 Holders Treated as Owning an Undivided Interest in the Projects. In order for the 

Holders to own an undivided direct interest in the Project, the Trust must be classified as a grantor trust. A 

“grantor” that is treated as the owner of an undivided fractional interest of the assets in a trust under the 
provisions of subchapter J of the Code is considered to own the trust asset attributable to that undivided 
fractional interest of the trust for all federal income tax purposes.?” A grantor is treated as the owner of any 

portion of a trust whose income, without the approval or consent of any adverse party is, or in the discretion 
of the grantor or a non-adverse party, or both, may be distributed to the grantor or held or accumulated for 

future distribution to the grantor.”8 

In the Revenue Ruling, the IRS concluded that, because Party B and Party C had the right to distributions 
of all the income of the trust attributable to their undivided fractional interests, they should be treated under 

Code Section 677 as the owners of an aliquot portion of the trust, and all income, deductions and credits 
attributable to that portion were includible by Party B and Party C in computing their taxable income. 
Because the owner of an undivided fractional interest of a trust is considered to own the trust assets 

attributable to that interest for federal income tax purposes, the IRS treated Party B and Party C as each 
owning an undivided fractional interest in Blackacre for federal income tax purposes.” 

Several of the rights accorded under the Trust Agreement to the Holders as “grantors” should result in the 

Holders being treated as owning a direct interest in the Projects. The Holders have the right to the 
distribution of all income received by the Trust without the approval, consent, or exercise of discretion by 
any person. Additionally, the Holders have a total reversionary interest in the assets of the Trust. These 

  

24 Treas. Reg. $ 1.671-2(e)(1). 
25 Treas. Reg. $ 1.671-2(e)(2). 
26 Treas. Reg. $ 1.671-2(e)(3). 
27 See Rev. Rul. 88-103, 1988-2 C.B. 304; Rev. Rul. 85-45, 1985-1 C.B. 183; Rev. Rul. 85-13, 1985-1 C.B. 184; 

see also Treas. Reg. $ 1.1001-2(c), Example 5. 
28 LR.C.$677(a). For purposes of this provision, a trustee who lacks an economic interest in the assets of a trust is 

not an adverse party. See Treas. Reg. § 1.672(a)-1(a). , 

22 See Rev. Rul. 88-103, 1988-2 C.B. 304; Rev. Rul. 70-376, 1970-2 C.B. 164 (purchase by grantor or grantor trust 
did not effect 1033 exchange). 
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rights of the Holders as grantors should result in the Holders being treated as owning a direct interest in the 

Trust’s assets for federal income tax purposes. 

5.8 Treatment as Real Estate. 
  

5.8.1 Other Securities. The provisions of Code Section 1031 do not apply to 

“(B) stocks, bonds or notes, (C) other securities or evidences of indebtedness or interest.” This phrase has 
not been defined precisely; the exact connotation associated with the term “other securities” is not clear.*” 
The exclusion in Code Section 1031 for “other securities” was added to preclude brokers, investment 

houses and bond houses from arranging tax-free exchanges of appreciated securities.*! There are other 
Sections of the Code that define “securities” under the Code including Code Sections 165(g) and 1236(c). 

These Sections of the Code have narrow definitions of the term “securities.” However, it is not clear 

whether the definitions in these Sections of the Code apply, or whether a broader view should be taken.” 

In G.C.M. 35242,% the IRS indicated, after discussing the definition of “securities” in Code 

Sections 165(g)(2) and 1236(c), that “we believe it persuasive that Congress has consistently defined the 

term ‘securities’ in a limited sense.” The IRS thus concluded in G.C.M. 35242 that they did not believe 
whiskey warehouse receipts were “securities” under Code Section 1031. This occurred even though the 
Securities and Exchange Commission believed they were securities under securities law.** Further, in Plow 
Realty Co. of Texas,* mineral deeds were not securities under the predecessor to Code Section 543 even 
though they were securities under applicable securities law. Consequently, if these provisions are applied, 
an Interest should not be considered a security under the tax law definition of security even though an 

Interest will be a “security” under applicable federal and state securities laws. 

  

5.8.2 Certificate of Trust or Beneficial Interest. The nonrecognition rules of 

Code Section 1031 do not apply to an exchange of real property for a certificate of trust or beneficial 

interest.°° The Revenue Ruling stated: 

  

Because the owner of an undivided fractional interest of a trust is considered to own the 
trust assets attributable to that interest for federal income tax purposes, B and C are each 
considered to own an undivided fractional interest in Blackacre for federal income tax 

purposes. See Rev. Rul. 85-13. 

Accordingly, the exchange of real property by B and C for an interest in DST through a 
qualified intermediary is the exchange of real property for an interest in Blackacre, and not 

  

30 Levine, 567 T.M.2nd, Tax Free Exchanges Under Section 1031. 

31S. Rep. No. 1113, 67th Cong., 4" Sess. 2 (1923), reprinted in 1939-1 C.B. (Part 2) 845, 846 (adopting H.R. Rep. 

No. 1432, 67th Cong., 4th Sess. (1923)). 
32 G.C.M. 34089 (Apr. 2, 1969) (the IRS initially proposed a broad view). 
33 G.C.M. 35242 (Feb. 16, 1973). 
34 G.C.M. 35242 (Feb. 16, 1973).; see also G.C.M. 34500 (May 17, 1971) (IRS concluded that the chances of 

successfully maintaining that whiskey warehouse receipts are securities under Code Section 1031 are not 

favorable even though the Securities and Exchange Commission issued a release that indicated that whiskey 

warehouse receipts may be securities under applicable securities law). 

35 Plow Realty Co. of Texas v. Commissioner, 4 T.C. 600 (1945). 
36 LR.C. § 1031(a)(2)(E). 
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the exchange of real property for a certificate of trust or beneficial interest under 
$ 1031(a)(2)(E).*” 

Consequently, provided a Holder meets the other requirements of Code Section 1031, such Holder’s 
exchange of real property in exchange for an Interest in the Trust should not be considered an exchange for 

a certificate of trust or beneficial interest for purposes of Code Section 1031. 

5.9 Rent Accrual Under the Leases. Code Section 467 provides that the lessor under 
a Code Section 467 rental agreement must include in such lessor’s income the amount of rent which accrues 
during the taxable year. Generally, such rent will be accrued as set forth in the lease agreement between 

the lessor and lessee. Thus, the Trust would accrue income from rent as set forth in the Leases. In the event 

that a lease arrangement is determined to be a tax avoidance transaction requiring treatment as a disqualified 
leaseback under Code Section 467, rent will be accrued on a constant accrual basis rather than accruing as 

set forth in the lease agreement. In determining whether a lease arrangement is a tax avoidance transaction, 

the IRS has established certain safe harbor tests. If a safe harbor test is met, rent is not accrued under the 

constant accrual basis. The Leases are intended to satisfy a safe harbor test. However, if the IRS makes a 
determination with respect to any of the Leases that the safe harbor is not met, that the lease arrangement 
is a disqualified leaseback and provides notice of such determination, the Trust will be required to accrue 
rent on a constant accrual basis with respect to such Lease. The IRS has not made such a determination nor 

provided notice with respect to any of the Leases. 

  

5.10 Taxable Boot. Amounts used to establish reserves or other items that are not 
attributable to the purchase of real estate will not be treated as an interest in real estate and will be treated 
as “boot” which may be taxable to a Holder acquiring its Interest as replacement property for real property 
in an exchange under Code Section 1031. The reserves of the Trust are approximately $0.71 per Interest. 

These reserves are attributable to the reserves funded by the Depositor and will be “boot” which may be 
taxable to a Holder acquiring its Interest as replacement property for real property in an exchange under 
Code Section 1031. The amount of reserves held by the Trust will fluctuate over time. As a result, the 
reserves held by the Trust when a prospective Holder acquires an Interest may vary from the amounts set 
forth herein. Further, the IRS could take the position that the increase in the purchase price of the Interests 

paid by the Holders, over the cost to the Depositor would not be considered as an interest in real estate and 
may be treated as “boot” which may be taxable to a Holder acquiring its Interest as replacement property 
for real property in an exchange under Code Section 1031. In addition, to the extent that the portion of the 
debt allocated with the purchase of an Interest is less than the Holder’s debt on the property exchanged, 
such difference will constitute “boot” and may be taxable depending on the Holder’s basis in the property 
exchanged to a Holder acquiring its Interest as replacement property for real property in an exchange under 
Code Section 1031. Like-kind exchanges cannot be entered into under Code Section 1031 for any asset 
other than real estate. Consequently, Code Section 1031 will not apply, and such amounts will be treated 
as “boot,” to the extent a Holder is disposing of property that does not qualify as real estate or to the extent 
a Project consists of property other than real estate. The Trust acquired certain personal property in 
connection with the purchase of the Projects. The Trust Manager has not valued such personal property. 
The Trust Manager has certified that the value of the personal property attributable to the Projects is less 
than 15% of the value of the real estate attributable to the Projects. In the event the Projects consist of 

  

37 Rev. Rul. 2004-86, 2004-2 C.B. 191. 
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personal property that exceeds 15% of the value of the real property, an investment in the Trust could fail 
to qualify as replacement property in a Code Section 1031 exchange In the event any item is determined 
to be “boot,” the taxpayer will have current income for any such “boot” up to the amount of gain on the 

exchange of the real property. No opinion is being provided with respect to the value of the personal 
property or the real estate or the amount of taxable “boot” in the transaction. 

5.11 Step Transaction Doctrine. If the FMV Option (as defined in the Trust Agreement) 

is exercised, the acquisition of an Interest subject to the FMV Option may be challenged by the IRS under 
“step transaction” principles which would treat the acquisition of Interests and the Units (as defined in the 
Trust Agreement) as a single transaction. In such case, a Holder would be treated for federal income tax 

purposes as having acquired the Units and not the Interests. As a result, the Holder would be deemed to 
never have held an undivided interest in the Project. Thus, the Units, and not the Interests, would be deemed 

to be the “replacement property” for purposes of Code Section 1031. The Units are partnership interests 

(as opposed to an interest in real estate) and would not qualify as “replacement property” for a Code Section 
1031 exchange. We believe that the “step transaction” doctrine should not be applicable to the FMV Option 

because there is no legal or economic compulsion requiring the FMV Option to be exercised. 

  

6. Opinion. Based on our review of the Transaction Documents, it is our opinion that (i) after 

the effective date of the Conversion Notice, the Trust should be treated as an investment trust described in 

Treasury Regulations Section 301.7701-4(c)(1), that is classified as a “trust” for federal income tax 

purposes and (ii) the Holders should be treated as owning an undivided beneficial interest in the Trust’s 
assets, including the Projects, in proportion to their Interests for purposes of Code Section 1031. In 

addition, we have reviewed the discussions of the Code, Treasury Regulations, rulings and case law set 
forth under the heading “Federal Income Tax Consequences” in the Memorandum. In our opinion, the 

discussion of the law contained in such section, including the conclusions, interpretations and statements 

as to the likely outcome on the merits of the tax issues set forth therein, is accurate in all material respects 
insofar as it relates to the Trust, subject to the qualifications set forth therein. 

Our opinion does not address, and should not be viewed as expressing any opinion concerning, whether the 
acquisition of an Interest will, in light of the facts and circumstances applicable to a specific Holder, 
constitute a purchase of like-kind replacement property that qualifies for non-recognition of gain under 
Code Section 1031. Furthermore, our opinion does not address, and should not be viewed as expressing 

any opinion concerning, whether the Projects acquired by the Trust are being held for investment or 
primarily for sale. In the event the Projects are considered as held primarily for sale, the Projects will not 

qualify as replacement property under Code Section 1031. 

No opinion is being rendered on state income taxes or other taxes that may be imposed on the Trust, state 

income treatment of an Interest or other state income tax consequences to Holders arising from the 

ownership of an Interest. 

7. Qualifications. This opinion relates solely to federal income tax law in effect on the date 
hereof. We express no opinion with respect to laws becoming effective after the date hereof or the effect 
or applicability of the laws of other jurisdictions. There can be no assurance that legislative changes may 
not significantly alter the statutory basis for this opinion. We express no opinion on any matters other than 
those expressly set forth herein, and no opinion should be inferred as to any other matters. This opinion 
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relates only to matters as of the date hereof, and we express no opinion with respect to any transaction, 
transfer, conveyance, obligation or performance occurring after the date hereof. This opinion does not 
apply to the individual tax consequences of a Holder and application of the Code Section 1031 rules to the 

Holder. Each Holder should consult with its own tax advisor. Further, this opinion is based on the 

documents attached hereto and does not reflect any changes that may be required by any lender. 

This opinion is solely for your information and assistance with respect to the sale of the Interests. 

Accordingly, the Trust may only circulate this opinion in connection with the sale of the Interests to 
potential Holders. This opinion may be relied upon by Holders in connection with their purchase of 
Interests, but may not be relied upon, circulated, quoted or otherwise referred to by other persons in 

connection with any other transaction or arrangement, including with respect to any subsequent sale of the 
Interests by the Holders. Further, each potential Holder understands that each Holder will be responsible 
for such Holder’s individual circumstances and only the opinion set forth herein may be relied upon by a 

Holder. Each potential Holder is encouraged to review the entire contents of the Memorandum including, 
but not limited to, this opinion with its tax advisor in determining whether to purchase an Interest. This 
opinion may not be relied upon by any other person or for any other purposes, nor may it be quoted from 

or referred to or copies delivered to any other person without prior written consent. No opinion is rendered 
as to whether this opinion may be used to avoid tax penalties and if it is used, whether a taxpayer will be 

successful in avoiding any penalties. This opinion is not applicable as to any individual tax consequences 
of a Holder or the individual application of the Code Section 1031 rules to such Holder. Our willingness 
to render the opinion set forth herein neither implies, nor should be viewed as implying, any approval or 

recommendation of an investment in the Projects. 

Sincerely, 

Ae = gen pyr arcos) 
DLA Piper LLP (US) 
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SECURITIES & TAX CERTIFICATE 

The undersigned, for the purpose of stating certain facts upon which DLA Piper LLP (US) (“DLA”)

may rely in rendering its opinions (the “Opinion”) and in connection with the preparation of the Amended 
and Restated Confidential Private Placement Memorandum for Class A Beneficial Interests in ARCTRUST 
Exchange DST dated September 1, 2026, as amended or supplemented (the “Memorandum”), and the offer

and sale of Class A beneficial interests (the “Interests”) in ARCTRUST Exchange DST, a Delaware 
statutory trust (the “Trust”), hereby certify, warrant and represent as follows:1

1. I am the President of ARCTRUST Capital Partners, LLC (the “Sponsor”) which is the sole member

of (i) ARCTRUST Exchange ST Manager, LLC (the “Trust Manager”) and (ii) ARCTRUST 
Holding Partners LLC, which is the sole member of ACTRUST Exchange Holdings LLC (the 
“Depositor”). The Trust Manager is the manager of the Trust. The Sponsor, the Trust Manager

and the Depositor shall be referred to as the “Sponsor Entities.” I have carefully reviewed the

contents of this Certificate and DLA may rely on this Certificate in rendering the Opinion and in 
preparing the Memorandum.  By virtue of my position with the Sponsor Entities, I am familiar with 
the Sponsor Entities and the particular matters set forth in the Memorandum and in this Certificate.  
I have made or caused to be made such investigations as are necessary in order to permit me to 
verify the accuracy of the information set forth in this Certificate and the Memorandum. 

2. I have carefully reviewed the Memorandum and its contents are true and correct in all respects and 
do not contain any untrue statements of fact.  The Memorandum does not omit information that 
would be necessary to a complete understanding of the economic, tax and other consequences and 
risks of an investment in an Interest and a complete understanding of all transactions described 
therein and all related transactions, nor does the Memorandum omit information that an investor 
might consider important in making a decision to invest.  The Memorandum does not contain any 
untrue statement of fact required to be stated therein in order to make the statements therein not 
misleading.  To the best of my knowledge, the Memorandum accurately and completely sets forth 
the material financial aspects of an investment in the Interests. 

3. The Sponsor Entities have provided, or have caused to be provided, to DLA copies of all contracts, 
agreements, summaries, financial information, projections, other documents and information 
related to the Sponsor Entities and the Projects.  All such contracts, agreements, summaries, 
financial information, projections and other documents and information are true and correct copies 
of the originals and do not omit any material fact or contain any untrue statement and no material 
modifications have been made to them, and is not anticipated that any such material changes will 
take place before the transactions contemplated by the Memorandum are consummated and to the 
extent this occurs and becomes available to any of the Sponsor Entities, such Sponsor Entity shall 
promptly forward such information to DLA. 

4. To the best of my knowledge, there are no agreements, documents, or instruments by which the 
Trust, its property, any party to the Second Amended and Restated Trust Agreement of the Trust 
(the “Second Amended and Restated Trust Agreement”) or any of their Affiliates is bound or to

which any of them or any of their properties is subject that (i) is not disclosed in the Memorandum 
and that would be material to an investment in Interests or (ii) would affect the authority or ability 
of the Sponsor Entities to execute, deliver and perform any of the documents or instruments to be 
executed and delivered as contemplated in the Memorandum. 

1Capitalized terms used, but not defined herein, have the meanings assigned to them in the Memorandum.
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5. The Trust intends to offer the sale of Interests in reliance on the exemption from registration 
provided in Rule 506(c) of Regulation D promulgated under the Securities Act of 1933, as amended 
(the “Securities Act”). The Sponsor Entities hereby represent and warrant that each will take 
reasonable steps to verify that the purchasers of the Interests are Accredited Investors and will 
comply with Rule 506(c) as set forth in Regulation D promulgated under the Securities Act. 

6. If at any time any event shall occur as a result of which it becomes necessary to amend or 
supplement the Memorandum so that it does not include any untrue statement of any material fact 
or omit to state any material fact necessary in order to make the statements therein, in light of the 
circumstances, not misleading, the Sponsor Entities or one of their Affiliates will promptly notify 
DLA and will promptly make such amendments or complete such supplements correcting such 
statement or omission in the Memorandum. 

7. There are no facts or circumstances existing at this time which will prevent the transactions 
contemplated by the Memorandum from being carried out as described in the Memorandum. 

8. The Trust was formed on February 5, 2026 and a true and correct copy of the fully-executed original 
Trust Agreement of the Trust dated February 5, 2026 (the “Trust Agreement”), has been delivered
to DLA.  The Trust Agreement has not been amended, modified, abridged or terminated in any way 
and is in full force and effect. 

9. The Trust Agreement was amended by the Second Amended and Restated Trust Agreement of the 
Trust, a copy of which is attached to the Memorandum prior to the sale of any Interests by the 
Trust, and the Trust will operate pursuant to the Second Amended and Restated Trust Agreement. 

10. I am not aware of any liability, absolute or contingent, and whether or not accrued, of any of the 
Sponsor Entities or their Affiliates that would or could materially adversely affect the operations 
of the Trust or the Projects. 

11. Other than litigation as to which an adverse result would not, in my opinion, materially adversely 
affect any of the Sponsor Entities, there is no pending or, to the best of my knowledge, threatened 
litigation involving any of the Sponsor Entities, or any of their Affiliates or principals, other than 
litigation (such as unlawful detainer actions) in the ordinary course of business. 

12. I know of no reason why it would be necessary for the Springing LLC (as defined in the Second 
Amended and Restated Trust Agreement) to be effectuated, and I do not believe that there is any 
significant likelihood that such an event will occur. 

13. None of the Sponsor Entities are in violation of any law, ordinance, administrative or governmental 
rule or regulation applicable to the Sponsor Entities and the execution, delivery, performance and 
compliance with the terms of the Second Amended and Restated Trust Agreement by the Sponsor 
Entities do not and will not violate any provision of any applicable federal, state or local law, rule 
or regulation.  The Sponsor Entities will comply with the restrictions in the Second Amended and 
Restated Trust Agreement regarding the limitations on the transfer and repurchase of Interests. 

14. The execution and delivery of the Second Amended and Restated Trust Agreement and related 
Trust documents have been authorized and approved. 

15. The Trust Manager has at all times complied with the terms of the Trust Agreement and the Second 
Amended and Restated Trust Agreement. 
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16. No Transfer Distribution (as defined in the Second Amended and Restated Trust Agreement) is 
currently intended or anticipated.  Such a Transfer Distribution, if made, will occur only as 
permitted in accordance with Section 9.2 of the Second Amended and Restated Trust Agreement.  
In addition, an event which would cause such a Transfer Distribution with respect to any of the 
assets of the Trust is not expected and the occurrence of such an event would be unanticipated. 

17. There will be no more than 480 Holders. 

18. There is a reasonable possibility that the FMV Option will not be exercised by the Trust Manager 
and there is no current plan or intent to exercise the FMV Option set forth in the Second Amended 
and Restated Trust Agreement. 

19. The Sponsor Entities do not believe that the purchase price of the Projects exceed their fair market 
value, nor do they believe that the price to be paid by Holders exceeds the fair market value of the 
Interests. 

20. The various items of compensation described in the Memorandum to be paid to the Sponsor Entities 
or their Affiliates are reasonable in amount in light of the services actually rendered or to be 
rendered to or on behalf of the Trust, the time, effort, expense and investment in human capital, 
facilities and other resources associated with providing the services, and the standards of 
compensation for similar services rendered under similar circumstances, including in the real estate 
industry in general. 

21. The determination of any fees paid by the Trust will not depend, in whole or in part, on the income 
or profits derived by any person from the Projects and will not exceed the fair market value of the 
services provided in exchange therefor. 

22. The value of the personal property attributable to the Projects is less than 15% of the value of the 
real estate attributable to the Projects. 

23. The activities of the Trust with respect to the Trust Estate will be limited to activities that are 
customary services in connection with the maintenance and repair of the Projects. 

24. The Trust will conduct no business other than as specifically set forth in Sections 2.3 and 3.2 of the 
Second Amended and Restated Trust Agreement. 

25. The Trust does not intend to form a joint venture or a partnership with the Tenants. 

26. With respect to each of the Projects, the Trust has an initial investment in each Project equal to at 
least 20% of the cost of the Project, the Trust will maintain an investment equal to at least 20% of 
the cost of the Project during the ownership period, and an amount equal to at least 20% of the 
original cost of the Project is a reasonable estimate of what the fair market value of the Project will 
be at the end of the applicable Lease term. 

27. To the best of my knowledge, the Tenants will comply with the terms of the Leases. 

28. The Tenants are not acting as an agent of the Trust, any of the other Sponsor Entities or the Holders. 

29. All of the leases, and any subleases, will be bona fide leases for federal income tax purposes.  Rents 
paid by the Tenants will be within the fair market value for use of the Projects and rent will not 



4 

depend on the income or profits derived by any person from the Projects or otherwise (other than 
an amount based on a fixed percentage of receipts or sales). 

30. There is no power held by the Trust under the Second Amended and Restated Trust Agreement or 
the Lease to vary the investment of the Holders, including performing any of the following actions: 

(a) Dispose of the Projects and acquire new property; 

(b) Renegotiate the Leases with the Tenants, or enter into leases with a party other than the 
Tenants (except in the case of the Tenant’s bankruptcy or insolvency);

(c) Renegotiate or refinance the Loan (except in the case of the Tenant’s bankruptcy or

insolvency); 

(d) Invest cash received to profit from market fluctuations; or 

(e) Make more than minor nonstructural modifications to the Projects that are not required by 
law. 

31. I have carefully reviewed the business plan of the Trust and the anticipated obligations of the Trust 
for the Projects and all of the undertakings set forth in the business plan are minor non-structural 
modifications. 

32. The terms of the Leases, considering all surrounding circumstances, conform with normal business 
practice and the Leases are not designed as a means of basing rent on income or profits of the 
Projects. 

33. Some of the Leases allow the Tenants to make more than minor non-structural modification; 
however, the Trust will monitor the Tenants and if it is apparent that a Tenant intends to make more 
than a minor non-structural modification, the Trust will sell the applicable Project or transfer it to 
the Springing LLC if required to remain an investment trust under Treasury Section 301.7701-
4(c)(1).

34. The Sponsor Entities acknowledge that the following constitute “Covered Persons” under Rule

506(d) of Regulation D: (i) the Trust; (ii) any predecessor of the Trust; (iii) any affiliated issuer of 
the Trust; (iv) any director, executive officer, other officer participating in the Offering, general 
partner or managing member of the Trust; (v) any beneficial owner of 20% or more of the Trust’s

outstanding voting equity securities, calculated on the basis of voting power; (vi) any promoter 
connected with the Trust in any capacity at the time of the sale of the Interests; (vii) any person 
associated with the Trust that has been or will be paid (directly or indirectly) remuneration for 
solicitation of purchasers in connection with the sale of the Interests; (viii) any general partner or 
managing member of any such solicitor associated with the Trust; and (ix) any director, executive 
officer or other officer participating in the Offering of any such solicitor or general partner or 
managing member of such solicitor. 

35. The Sponsor Entities each hereby represent and warrant that none of the Covered Persons, as of the 
date hereof and at the time of the sale of the Interests (each, an “Effective Date”) is a disqualified 
person as defined by Rule 506(d) of Regulation D. 

36. All transactions described in the Memorandum have been and are hereby ratified, approved and 
authorized by the Sponsor Entities to the extent that the Sponsor Entities are a party to any of such 
transactions or have the authority, directly or indirectly, to cause any party to any of such 
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transactions to participate or refuse to participate in any or all of such transactions and to agree 
upon the terms thereof. 

37. Except as otherwise stated, the representations and warranties made herein are made as of the date 
hereof and shall be continuing representations and warranties.  In the event that any Sponsor Entity 
becomes aware that any of these representations or warranties becomes untrue or is incorrect, it 
shall promptly notify DLA in writing of the fact which makes such representation or warranty 
untrue or incorrect. 

I understand that you are relying on the truth and accuracy of the foregoing in connection with the 
issuance of the Opinion and preparation of the Memorandum.  I have made or caused to be made such 
inquiry and investigations as are necessary in order to permit me to verify the accuracy of the information 
set forth in this Certificate.  This Certificate is provided at your request and solely for use in connection 
with your issuance of the Opinion and preparation of the Memorandum.  This Certificate may not be relied 
upon by any other person. 
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IN WITNESS WHEREOF, this Certificate is executed effective as of the date of the Memorandum. 

DEPOSITOR: 

ARCTRUST Exchange Holdings Depositor, LLC, 
a Delaware limited liability company 

By: ARCTRUST Holding Partners LLC, a 
Delaware limited liability company, its 
member 

By:  
Gary S. Baumann, President 

TRUST: 

ARCTRUST Exchange DST, a Delaware 
statutory trust 

By: ARCTRUST Capital Partners Manager, 
LLC, a Delaware limited liability company, 
its sole member 

By:  
Gary S. Baumann, President 

SPONSOR: 

ARCTRUST Capital Partners, LLC, a Delaware 
limited liability company 

By:  
Gary S. Baumann, President 

MANAGER: 

ARCTRUST Exchange ST LLC, a Delaware 
limited liability company, its sole member 

By:  
Gary S. Baumann, President 
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