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Annual SPV expenses include (i) mandated expenses required by the Securities and Exchange Commission (SEC) such 

as Form D filings, (ii) State blue sky filings, and (iii) the Fund’s annual Delaware franchise and registered agent fees, 

(iv) annual audit fees conducted by a PCAOB compliant firm, and costs associated with preparation of the Fund’s annual

tax returns.

The flat expense allocations per investor (“Flat Expenses”) are applied per calendar year. The Flat Expenses will be $150 

per Class A participating investor in the first year of each offering, and $70 per Class A participating investor in 

subsequent years if the offering is active for more than one calendar year.  

Yieldstreet has determined the Flat Expenses based on historical averages of these expenses per SPV and dividing by the 

average number of Class A investors per SPV.    

The Flat Expenses will reduce the interest distributions in each calendar year. Once the Flat Expenses for that year have 

been applied in full on an individual investor basis, such investor will receive interest distributions to their account per 

the waterfall set forth in the Operating Agreement. 

Exhibit B - Statement of Confidentiality 

This Confidential Investment Memorandum (the “Memorandum”) was prepared by the Issuer, solely for informational 

purposes, from materials and information supplied by the Sponsor. This Memorandum is furnished through the Platform 

operated by Yieldstreet Inc. (the “Platform Operator”) solely for use by prospective investors considering an investment 

in membership interests in the Issuer. Except as may be required by applicable law, this Memorandum may not be used 

by you for any other purpose, nor may it be reproduced or distributed, nor may its contents be disclosed, to persons who 

are not directly involved with your evaluation of your investment, without our prior written consent. Your acceptance 

and review of the Memorandum shall constitute your acceptance and acknowledgement to the foregoing, and your 

agreement to ensure that any person with whom you share any portion of the Memorandum does not do, or omit to do 

anything which, if done or omitted to be done by you, would constitute a breach of your obligations hereunder.  

The information contained herein was prepared to assist interested parties in making their own evaluation of an 

investment in membership interests in the Issuer and does not purport to be all-inclusive or to contain all of the 

information that may be required to evaluate an investment in such membership interests. In all cases, interested parties 

should conduct their own investigation and analysis of the Issuer and the data set forth in this Memorandum and 

supplementary documents available on the Yieldstreet Platform. The Platform Operator, the Issuer and Yieldstreet 

Management, LLC as manager ("Manager") of the Issuer, expressly disclaim any and all liability for any representations 

(whether expressed or implied) contained in, or any omissions from, this Memorandum or any other written or oral 

communication transmitted to prospective investors in the course of such prospective investor's evaluation of its purchase 

of membership interests in the Issuer. 

Exhibit C - Risk Factors 

When analyzing this offering to invest in the membership interests of the Issuer (the “Interests”), prospective investors 

should carefully consider each of the following risks.   

GENERAL INVESTMENT RISKS 

The Interests are Generally Risky and Speculative Investments for Suitable Investors Only 

Investors should be aware that the Interests are risky and speculative investments and by investing, each investor assumes 

the risk of losing its entire investment. The Interests depend entirely for distributions on the receipt of payments in respect 

of the preferred equity owned by the Issuer (also referred to herein as an “investment”). The Interests are suitable only 

for investors of adequate financial means. Accordingly, only investors who are able to bear the loss of their entire 

investment should invest in the Interests. 

The Interests are Restricted Securities and are Subject to Transfer Restrictions 

The offering of Interests has not been registered under the Securities Act or with any State securities regulator or 

authority, nor is registration contemplated. Rather the Interests are being offered in reliance upon the exemption from 
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such registration requirements set forth in Section 4(A)(2) of the Securities Act of 1933, as amended (“Securities Act”) 

and Rule 506(c) of Regulation D thereunder. The Interests will not be listed on any securities exchange or interdealer 

quotation system. There is no trading market for the Interests, and the Issuer does not expect that such a trading market 

will develop in the foreseeable future.  Although the Issuer has the right, but not the obligation, in its sole and absolute 

discretion, to repurchase Interests, there is no public market for the Interests and none is expected to develop in the future. 

Even if a potential buyer could be found, the transferability of these Interests are also restricted by the provisions of the 

Securities Act and Rule 144 promulgated thereunder. Unless an exemption is available, these Interests may not be sold 

or transferred without registration under the Securities Act and the prior written consent of applicable State securities 

regulator(s).  Any sale or transfer of these Interests also requires the prior written consent of the Issuer. Therefore, 

investors must be capable of bearing the economic risks of the Interests and holding them for an indefinite period of time.  

The Issuer and the Manager have no way of Knowing or Predicting Whether such Target Return is Realistic and 

Achievable or Whether such Return will ever be Realized for an Investment 

Any projected return or estimate for an Issuer’s investment is only a target and is in no way a financial projection, 

estimated result, guarantee, warranty, representation or promise of the Issuer or its Manager.  The Issuer and the Manager 

have no way of knowing or predicting whether such target return is realistic and achievable or whether such return will 

ever be realized for an investment. 

The Loss Position of Interests Creates a Risk that an Investor may not Receive any of its Principal Investment 

Although investors will be able to assess the assets securing the Issuer’s investment, in the event of a default under the 

senior loan, the Issuer may not be able to foresee or prevent a potential foreclosure and subsequent sale of such assets. If 

this were to occur, and insufficient proceeds remained after the sale of such assets, the loss position of the Interests creates 

a risk that the investor may not receive any of its principal investment.  In addition, the investor will have no recourse 

against the Issuer or the Manager.  

Loss Rates on Investments May Increase as a Result of Economic Conditions, Natural Disasters, War, Terrorist 

Attacks, or Acts of God beyond the Issuer’s Control  

Loss rates on investments may be significantly affected by economic downturns or general economic conditions, natural 

disasters, war, terrorist attacks, or Acts of God beyond the Issuer’s control and beyond the control of any investors. In 

particular, loss rates on the Issuer’s investments may increase due to factors such as (among other things) local real estate 

market conditions, prevailing interest rates, the rate of unemployment, the level of consumer confidence, the value of the 

U.S. dollar, energy prices, changes in consumer spending, the number of personal bankruptcies, disruptions in the credit 

markets and other factors. Price movements may also be influenced by, among other things, changing supply and demand 

relationships, trade, fiscal, monetary and exchange control programs and national and international political and 

economic events and policies.  Loss rates may also increase due to certain natural disasters, such as fires, floods, 

hurricanes, tornados, tsunamis, or earthquakes, war, terrorist attacks, or other Acts of God. 

Fluctuations in Interest Rates May Cause Investors to Suffer Loss of Yield on their Investment 

 

If prevailing interest rates rise above the average interest rate being earned by the Issuer’s investment, the investors may 

wish to liquidate their investment to take advantage of higher available returns but may be unable to do so due to 

restrictions on transfer and redemption. 

 

Prepayment Will Extinguish or Limit the Ability to Earn Additional Returns on an Interest 

Prepayment would occur if the JVco decides to pay some or all of the preferred equity investment earlier than originally 

scheduled. If the Issuer invests in fixed interest rate investments and interest rates rise, the value of such investments may 

decline.  Moreover, to the extent that the investments may be prepaid without penalty or premium, the value of such 

investments may be negatively affected by increasing prepayments. Such prepayments tend to occur more frequently as 

interest rates decline.  Upon a prepayment of the entire remaining unpaid notional principal amount of an investment, the 

investor will receive its share of such prepayment as a distribution, but further interest will not accrue after the date on 

which the distribution is made, and the investor’s anticipated total investment return may thus decrease.  In addition, the 
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investor may not be able to find a similar rate of return on another investment at the time at which the Issuer’s investment 

is prepaid.  

Management Discretion with Respect to Investments is With the Manager and not Investors 

The Manager will manage the Issuer’s investment as it sees fit in its sole discretion, including relying on third-party 

servicers to undertake such management. The Manager may use certain strategies that may subject the investment to 

additional risks. Manager may, at its discretion, delay notification of or not notify investors of distressed or defaulting 

investments, unless the Manager determines that investors will probably lose some or all of their investment. 

Information Supplied by Third Parties May be Inaccurate or Intentionally False 

Third parties supply a variety of information regarding asset, property and other collateral valuations, market data, their 

experience, personal identifying information, use of proceeds, and other information. The Issuer makes an attempt to 

verify portions of this information, but as a practical matter, portions of the information may be incomplete, inaccurate 

or intentionally false. If a third party supplies false, misleading or inaccurate information, an investor may lose all or a 

portion of its investment in the Interests.  An investor will not have any contractual or other relationship with any third 

party that would enable them to make any claim against such third party for fraud or breach of any representation or 

warranty in relation to any false, incomplete or misleading information supplied by such third party in relation to the 

Issuer’s investment. 

If Issuer is Required to Register under the Investment Company Act it could be Materially Adversely Affected  

The Investment Company Act of 1940, as amended (the “Investment Company Act”) contains substantive legal 

requirements that regulate the manner in which “investment companies” are permitted to conduct their business activities. 

The Issuer believes it has conducted, and will conduct, its business in a manner that does not result in being characterized 

as an investment company. If, however, the Issuer is deemed to be an investment company under the Investment 

Company Act, it may be required to institute burdensome compliance requirements and its activities may be restricted, 

which would materially adversely affect its business, financial condition and results of operations.  

Failure of Third-Party Vendors to Meet Compliance Requirements Could Have an Adverse Effect on the Issuer 

The Issuer either internally conducts or contracts out certain compliance services to meet regulations pertaining to “Know 

Your Customer”, anti-money laundering and Rule 501 accredited investor compliance. The Issuer believes its internal 

procedures and vendors meet industry compliance standards. However, the SEC or other regulatory agencies could 

determine, for example, that the Issuer has failed to use “reasonable steps” for verification of accredited investor status. 

This determination could result in, among other things, penalties to the Issuer, a loss of some or all returns for certain 

investors, revocation of an investor’s accredited investor status, loss of a valid exemption from registration under the 

Securities Act, delays in distributions to investors and cessation of  Issuer’s operations. 

If Yieldstreet or the Manager Were to Enter Bankruptcy Proceedings, the Operation of the Platform and the 

Activities with Respect to the Investments and Interests Would be Interrupted 

If Yieldstreet and/or the Manager were to enter bankruptcy proceedings or were to cease operations, the Issuer would be 

required to find other ways to meet obligations regarding its investments and the Interests. Such alternatives could result 

in delays in distributions on the Interests or could require the Issuer and/or investors to pay significant fees to another 

company to perform such services on its behalf. 

The Issuer Relies on Third-Parties and FDIC-Insured Banks to Process Transactions  

The Issuer relies on third-party and FDIC-insured depository institutions to process its transactions, including payments 

on investments and distributions to investors. If its third-party vendor and/or FDIC-insured bank that processes 

transactions, were no longer able to do so for any reason, the Issuer would be required to transition such services. In such 

event, the Issuer could experience significant delay in its ability to process payments timely and the investors’ ability to 

receive distributions on the Interests will be delayed or impaired. 

Security Breaches Could Materially Adversely Affect Issuer’s Ability to Perform its Obligations  
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The platform operated by Yieldstreet (“Platform”) may store investors’ bank information and other personally-

identifiable sensitive data. The Platform is compliant with payment card industry security standards and uses daily 

security monitoring services and intrusion detection services monitoring malicious behavior. However, any willful 

security breach or other unauthorized access could cause investors’ secure information to be stolen and used for criminal 

purposes, and investors would be subject to increased risk of fraud or identity theft. Because techniques used to obtain 

unauthorized access or to sabotage systems change frequently and generally are not recognized until they are launched 

against a target, the Platform and its third-party hosting facilities may be unable to anticipate these techniques or to 

implement adequate preventative measures. Certain security breaches could materially adversely affect the Issuer’s 

ability to perform its obligations. 

Any Significant Disruption in Service on the Platform or in its Computer Systems Could Materially and Adversely 

Affect the Issuer’s Ability to Perform its Obligations 

If a catastrophic event resulted in a Platform outage and physical data loss, the Issuer’s ability to perform its obligations 

would be materially and adversely affected. The satisfactory performance, reliability, and availability of the Platform’s 

technology and its underlying hosting services infrastructure are critical to the Issuer’s operations and level of customer 

service. The Platform’s hosting services infrastructure is provided by a third-party hosting provider (the “Hosting 

Provider”). The Platform also maintains a backup system at a separate location that is owned and operated by a third 

party. The Hosting Provider does not guarantee that users’ access to the Platform website will be uninterrupted, error-

free or secure. The Platform’s operations depend on the Hosting Provider’s ability to protect its and the Platform’s 

systems in its facilities against damage or interruption from natural disasters, power or telecommunications failures, air 

quality, temperature, humidity and other environmental concerns, computer viruses or other attempts to harm the Issuer’s 

systems, criminal acts and similar events. If the Platform’s arrangement with the Hosting Provider is terminated, or there 

is a lapse of service or damage to its facilities, the Issuer could experience interruptions in its service as well as delays 

and additional expense in arranging new facilities.  Any interruptions or delays in the Platform’s service, whether as a 

result of an error by the Hosting Provider or other third-party error, the Issuer’s error, natural disasters or security 

breaches, whether accidental or willful, could harm the Issuer’s ability to perform any services with respect to its 

investment or maintain accurate accounts. The Issuer’s disaster recovery plan has not been tested under actual disaster 

conditions, and there would be some delay in recovering data and services in the event of an outage at a facility operated 

by the Hosting Provider. In addition, there is no guarantee that all data would be recoverable. These factors could prevent 

and/or delay the Issuer from processing distributions on the Interests. 

ERISA Risks 

An investment in the Issuer involves certain risks specifically applicable to Keogh accounts, Individual Retirement 

Accounts and other tax-exempt investors.  If a prospective investor is a trustee or other fiduciary of an Employee Benefit 

Plan or Other Benefit Arrangement, before purchasing Interests, they should consult with their own independent legal 

counsel to assure that the investment does not violate any of the applicable requirements of the Employee Retirement 

Income Security Act of 1974, as amended (“ERISA”) or the Internal Revenue  Code of 1986, as amended (the “Code”), 

including, without limitation, the ERISA fiduciary rules and the prohibited transaction requirements of ERISA and the 

Code.  

Fraudulent Misrepresentations or Behavior by the Property-Owning Entity or the Issuer’s Partners Could 

Negatively Affect the Value of the Property 

 

The Issuer could be adversely affected by material misrepresentations or omissions on the part of a property-owning 

entity or by fraudulent behavior by a joint venture partner, manager or other service provider.  Inaccuracies or 

incompleteness of representations may adversely affect the valuation of property underlying the investment. The Issuer 

will rely upon the accuracy and completeness of representations made by the property-owning entity, other 

counterparties, joint venture partners, managers and other service providers and cannot guarantee that it will detect 

occurrences of fraud.  In addition, under certain circumstances, payments by JVco to the Issuer may be reclaimed if any 

such payment is later determined to have been a fraudulent conveyance or a preferential distribution. 

 

RISK FACTORS ASSOCIATED WITH REAL ESTATE GENERALLY AND THIS TRANSACTION 
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General risks of preferred equity real estate investing 

The nature of preferred equity financing is that the preferred equity investor will not have any lien on the property itself, 

but rather a contractual right to take over the sponsor’s control rights in the property-owning entity (the “PropCo”) in 

certain circumstances. The preferred equity is thus in a position effectively subordinate to any primary loan on the 

property or other indebtedness of the PropCo. This means that any such lender will have the right to receive full 

repayment of its principal and interest prior to the Issuer’s receipt of any payments or proceeds in respect of its preferred 

equity investment.   

The preferred equity interest of the Issuer in the JVco will typically not participate in any appreciation of the property’s 

value. In addition, although there is a defined maturity date for the preferred equity investment in the JVco, there can be 

no assurance that the investment will be liquidated at or promptly after such maturity date.  

Changes in value and cash flows of the underlying properties 

The value of real property and its ability to generate cash flow is subject to volatility and may be adversely affected by 

many factors, including, without limitation: changes in national, regional or local economic conditions; changes in the 

supply and demand factors for the real property; rising interest rates; changing environmental regulations; unknown or 

unanticipated environmental related liabilities; costs associated with the need to periodically repair, renovate and re-lease 

space; withdrawal of tenants and difficulty of replacing tenants; bankruptcies, financial difficulties or lease defaults by 

tenants; adverse use of adjacent neighboring real estate; changes in the demand for or supply of competing property; 

uninsured losses; inability of the borrower to obtain any required permits or entitlements for a reasonable cost or on 

reasonable conditions or within a reasonable time frame or at all; inability of the borrower to obtain the services of 

appropriate consultants at a reasonable cost; changes in legal requirements for any needed permits or entitlements; the 

willingness and ability of the property’s owner to provide capable management and adequate maintenance; changes or 

continued weakness in specific industry segments, convenience, services and attractiveness of the property; changes in 

government rules, regulations and fiscal policies, including changes in tax, real estate, environmental and zoning laws; 

retroactive changes to building or similar codes; increases in construction costs; lack of adequate availability of liability 

insurance or all-risk or other types of required insurance at a commercially reasonable price; shortages in available 

energy; acts of God or other calamities; and other factors beyond the control of the Issuer or the Manager.  

The ability of JVco to repay principal and interest in respect of the Issuer’s preferred equity investment will be 

additionally subject to the risks and other factors generally incident to the ownership of real property, including such 

things as the effects of inflation or deflation; inability to control future operating costs; vandalism; uncertainty of cash 

flow; the availability and costs of borrowed funds; exposure to non-recourse carve-out guaranty obligations; the ultimate 

valuation of the property, whether determined at foreclosure or otherwise; competition from other property; residential 

patterns and uses; the general suitability of a property to its market area; and other factors beyond the control of the Issuer 

or the Manager.  

Adverse changes in the factors above could affect the ability of the JVco to repay principal and interest in respect of the 

Issuer’s preferred equity investment. Certain expenditures associated with real estate investments, principally mortgage 

payments, real estate taxes and some maintenance costs, generally remain constant despite a decrease in income derived 

from such investments. Thus, the cost of operating a given property may exceed the income earned therefrom. The ability 

of the JVco to repay principal and interest in respect of the Issuer’s preferred equity investment in a timely manner will 

depend on factors such as these. The ability of the JVco to repay principal and interest in respect of the Issuer’s preferred 

equity investment, and therefore the inability of the JVco to make repay principal and interest in respect of the Issuer’s 

preferred equity investment either timely or at all, will have a material adverse effect on the Interests. 

Furthermore, a decline in the value of the property or loss of liquidity in the capital markets could negatively impact the 

PropCo’s ability to refinance the senior loan or sell the property. It is common for loans secured by real estate loans to 

be repaid through a refinance by another lender. A decrease in the value of the property would negatively impact the 

PropCo’s ability to obtain refinancing of the senior loan, which could have a material adverse effect on the Interests. 

Furthermore, if the sale of the property is required to repay the senior loan, a decrease in the value of the property to the 

extent that the underlying senior loan exceeds the value of the property would result in the sale of the property failing to 
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generate sufficient proceeds to repay the underlying senior loan, which would have a material adverse effect on the 

Interests.  

The success of the real estate project investment is dependent on the performance of the PropCo and other third 

parties over which the Issuer has no control  

With respect to the property, either the PropCo (or a third-party real estate management company affiliated with or 

engaged by the PropCo) is responsible for various management functions that are essential to the success of a real estate 

project, including property marketing and leasing rates, payment of bills, maintenance of insurance, and property 

management generally. Poor management on the part of the real estate company could adversely affect the financial 

performance of the project investment or expose it to unanticipated operating risk, which could reduce the property’s 

cash flow and adversely affect the JVco’s ability to repay principal and interest in respect of the Issuer’s preferred equity 

investment, which could have a material adverse effect on the Interests. 

This risk also pertains to construction of, or renovations to, the real estate. Real estate construction brings with it the risk 

of cost overrun and time delays. Construction projects are also contingent on correct zoning, various approvals, and 

regulation. These situations may require additional capital or delay the completion of the project and impair the JVco’s 

ability to repay principal and interest in respect of the Issuer’s preferred equity investment, which could have a material 

adverse effect on the Interests. 

Construction and rehabilitation projects carry particular risks 

Construction and rehabilitation projects involve a number of particular risks, involving, among other things, the 

timeliness of the project’s completion, the integrity of appraisal values, whether or not the completed property can be 

sold for the amount anticipated, unanticipated extra construction costs, and the length of ultimate sale process. 

Unanticipated extra construction costs may be caused by inaccurate budgets, increases in materials or transportation 

expenses, material or labor shortages, substandard work performed by a property owner’s employees or subcontractors 

that must be redone to satisfy contract performance conditions or to meet local building codes, increased interest expense, 

or delays caused by inclement weather. Projects that rehabilitate or extensively modify existing buildings can be 

exceptionally vulnerable to overruns because costs in these cases are more difficult to project. If construction work is not 

completed (due to contractor abandonment, unsatisfactory work performance, or various other factors) and available 

construction loan funds have already been expended, then the PropCo or JVco may have to invest significant additional 

funds to complete the construction work. Default risks also exist where it takes a property owner longer than anticipated 

either to construct or then resell the property, or if a property owner does not receive sufficient proceeds from the sale to 

repay its corresponding construction loan in full. 

In addition, there are potential operational risks inherent in construction investments. An investor needs effective systems 

for monitoring property performance and the progress of construction. Ineffective systems can introduce significant 

operational risks which could have a material adverse effect on the Interests. 

Insurance against risks faced by the properties could become costlier or unavailable altogether, and there is no 

requirement for the PropCo to self-insure the property 

Real estate properties are typically insured against risk of fire damage and other typically insured property casualties, but 

are sometimes not covered by severe weather or natural disaster events such as landslides, earthquakes, or floods. 

Changes in the conditions affecting the economic environment in which insurance companies do business could affect 

the PropCo’s ability to continue insuring the properties at a reasonable cost or could result in insurance being unavailable 

altogether. Moreover, any hazard losses not then covered by the PropCo’s insurance policy could result in the real estate 

losing significant value which could have a material adverse effect on the Interests. 

The property valuation models used by the Manager in determining whether the Issuer should make a preferred 

equity investment in the JVco may be deficient and may increase risk of default 

Real estate valuation is an inherently inexact process and depends on numerous factors, all of which are subject to change. 

Appraisals or opinions of value may prove to be insufficiently supported, and the Manager’s review of the value of the 

underlying property in determining whether the Issuer should make a preferred equity investment in the JVco and the 
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value of the underlying property may be based on information that is incorrect or opinions that are overly optimistic. The 

risk of default in such situations is increased, and the risk of loss to investors in the Interests will be commensurately 

greater. 

Liability for environmental issues 

Under various federal, state and local environmental and public health laws, regulations and ordinances, the PropCo or 

other property-owning entity may be required, regardless of knowledge or responsibility, to investigate and remediate 

the effects of hazardous or toxic substances or petroleum product releases (including in some cases natural substances 

such as methane or radon gas) and may be held liable under these laws or common law to a governmental entity or to 

third parties for property, personal injury or natural resources damages and for investigation and remediation costs 

incurred as a result of the real or suspected presence of these substances in soil or groundwater beneath a property. These 

damages and costs may be substantial and may exceed insurance coverage the PropCo has for such events. The Manager 

will attempt to limit exposure to such conditions by conducting due diligence on the properties prior to advising the Issuer 

to make a preferred equity investment in the JVco, however, all or some of these conditions may not be discovered or 

occur until after the investment has been funded.  

Bankruptcy of the PropCo will adversely affect the Interests  

If the PropCo enters bankruptcy, the Issuer will not be deemed to be a creditor of the bankruptcy estate. A creditor, be it 

secured or unsecured, has certain rights in a bankruptcy proceeding (including sharing the proceeds of the estate based 

on priority), and as a result the Issuer will not have these rights. In addition, the automatic stay over the PropCo’s assets 

will prevent any lender from foreclosing on borrower assets unless relief from the stay can be obtained, which will result 

in delay in the sale of the underlying property. Significant legal fees and costs may be incurred in in connection with a 

bankruptcy. As a result, a bankruptcy of the PropCo would adversely affect the JVco’s ability to repay principal and 

interest in respect of the Issuer’s preferred equity investment. 

Investing in preferred equity involves greater risks of loss than senior loans relating to the same properties 

Investments in preferred equity carry a higher degree of risk of loss than senior secured debt investments because in the 

event of default and foreclosure, holders of senior liens will be paid in full before preferred equity investors and, 

depending on the value of the underlying property, there may not be sufficient assets to pay all or any part of amounts 

owed to preferred equity investors. Moreover, preferred equity investments may have higher loan-to-value ratios than 

conventional senior lien financing, resulting in less equity in the property and increasing the risk of loss of principal.  
 

A tenant’s default in performing lease obligations, or the tenant’s bankruptcy, could adversely affect cash flow 

from the property and materially adversely affect investors in the Interests    

In the event that a tenant defaults in performing its lease obligations or there is an early termination of a lease by a 

bankrupt tenant and the tenant is not promptly replaced, this will have a materially adverse effect on the property’s 

operating cash flow, which could materially adversely affect the Interests.  In the event such tenant is not promptly 

replaced, such early termination may also result in unanticipated expenses to re-let the premises, in which case the 

servicer and other interested parties may incur legal costs and other costs that would not likely be recouped and could 

reduce the amount of interest and/or principal payable to the investors in the Interests.  

Although the Issuer has the right to replace the Sponsor as manager of JVco in certain circumstances, this right 

is conditioned on the Issuer obtaining releases of Sponsor’s liabilities to the senior lender or indemnities of such 

liabilities 

Upon the occurrence of (i) certain bad acts of the Sponsor, (ii) acceleration of the senior loan as a result of an Event of 

Default thereunder or (iii) the failure of JVco to repay interest and principal on the Issuer’s investment, among other 

things, the Issuer has the right to remove the Sponsor as manager of JVco and appoint itself or an affiliate as manager.  

As a condition to the Sponsor’s removal, the Issuer is required to obtain releases of the Sponsor’s potential liabilities 

owing to the senior lender after the date of its removal, or, if it is unable to obtain such releases, to obtain indemnities of 

such liabilities from credit-worthy affiliates of the Issuer or credit-worthy affiliates of a qualified developer. The practical 

effect of such requirement is that the Issuer may not be able to step into the shoes of the Sponsor without first engaging 
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a qualified developer to manage the project. If the Issuer is unable to engage such a qualified developer, the Issuer will 

be unable to remove the Sponsor as manager and the Sponsor will continue to manage the JVco, which might adversely 

affect the ability of JVco to repay principal and interest in respect of the Issuer’s preferred equity investment. 

Investors may be subject to the risk of loss arising from direct or indirect exposure to various catastrophic events, 

which may have a material effect on global financial markets.  

The Investors may be subject to the risk of loss arising from direct or indirect exposure to various catastrophic events, 

including the following: hurricanes, earthquakes and other natural disasters; terrorism; and public health crises, including 

the occurrence of a contagious disease. To the extent that any such event occurs and has a material effect on global 

financial markets or specific markets in which the Company, the Manager, any Sponsor, Originator, third-party partner 

or any guarantor or other obligor operates or participates (or has a material effect on locations in which the any of the 

foregoing entities operate or participate) the risks of loss can be substantial and this will have a material adverse effect 

on the yield of the Investment.  

The Investment may be subject to risks arising from a novel strain of coronavirus (known as COVID-19), which 

has had a material effect on global financial markets and has caused a disruption of manufacturing supply chains 

and local and global economies.  

In December 2019, COVID-19 surfaced in Wuhan, China, which has resulted in the temporary closure of many corporate 

offices, retail stores, and manufacturing facilities across the world. These closures have caused the disruption of 

manufacturing supply chains and local and global economies, the duration of which remains uncertain. As of August 

2020, COVID-19 has spread across the world, which has resulted in additional market disruptions. The extent to which 

COVID-19 may negatively affect the operations or performance of the Company, the Manager, any Sponsor, Originator, 

third-party partner or any guarantor or other obligor is difficult to predict. Any potential impact on such operations and 

performance will depend to a large extent on future developments and new information that may emerge regarding the 

duration and severity of COVID-19 and the actions taken by authorities and other entities to contain COVID-19 or treat 

its impact. These potential impacts, while uncertain, could have a material adverse effect on the yield of the Investment 

or ability of the Issuer to repay Investors. 




