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Important Considerations 

 

This Confidential Private Placement Memorandum for Fairway America Fund VIIQP, LP dated 

as of April 1, 2022 (the “PPM” or “Memorandum”) amends, restates, replaces and 

supersedes the Confidential Private Placement Memorandum for Fairway America Fund VIIQP, 

LP dated as of September 1, 2020, in its entirety and is provided for assistance only, and is 

not intended to be and must not alone be taken as the basis for an investment decision. This 

PPM is being provided to selected qualified prospective Investors (the “Investor” or 

“Investors”) on a confidential basis solely in connection with the consideration of the 

purchase units of limited partnership interests (the “Units”) in and/or notes (the “Notes”) 

issued by Fairway America Fund VIIQP, LP (the “Fund,” “Fund VIIQP,” or the “Company”). 

In making an investment decision, prospective Investors must rely on their own examination 

of the Units and Notes and the terms of the Offering, including the merits and risks involved. 

Certain factual information contained in this PPM has been compiled from sources believed to 

be reliable by Fairway America Management Group II LLC, the General Partner (the “GP” or 

“FAMG II”). Neither the GP nor the Fund has independently verified any of such information, 

and neither shall have liability associated with the inaccuracy or inadequacy thereof. 

 

The Units and Notes offered hereby are speculative and involve certain risks. See “Risk 

Factors.” There is no public market for the Units and Notes, nor will one develop following this 

Offering. The fact that the price of the Units and Notes may fluctuate does not imply a public 

market or an accurate valuation of the Units and Notes. The Units and Notes are subject to 

restrictions on a transfer. The information contained herein is deemed to be confidential by 

the Fund, has not been publicly released and is disclosed for the sole purpose of evaluating 

the Units and Notes offered to prospective Investors. 

 

The Units and Notes are suitable only for sophisticated Investors for whom an investment in 

the Fund does not constitute a complete investment program and who fully understand, are 

willing to assume and have the financial resources necessary to withstand the risks involved 

in the investment program in which the Fund will engage. Accordingly, distribution of this 

PPM, and offers and sales of securities referred to herein, are limited to persons who meet 

certain suitability requirements. Each Investor will be required to make certain 

representations and warranties to the Fund, including representations and warranties as to 

investment intent, degree of sophistication, having access to information concerning the Fund 

and an investment in the Fund, and ability to bear the economic risk of the investment. The 

Fund’s investment objectives may not be achieved and Investors may not receive any return 

of or on their capital invested in the Fund’s securities offered by this Memorandum. 

 

This is a private Offering which is being made only by delivery of a copy of this PPM. Both 

U.S. and foreign Investors may invest in the Fund. Notwithstanding that a general solicitation 

of interests may occur, each U.S. Investor in the Fund must be an “accredited investor” as 

such term is defined in Regulation D promulgated by the U.S. Securities and Exchange 

Commission (“SEC”) under the Act. In addition, each U.S. Investor will be required to 

represent and warrant to the Fund and GP that it meets the requirements of the foregoing 

definition as such are detailed in the Subscription Booklet(s) attached hereto, and to provide 

additional documentation verifying, to the GP’s satisfaction, that the Investor is an accredited 

investor. 

 

Generally, to be treated as an accredited investor, an Investor must satisfy one of the 

following tests: 

 

(a) Individuals.  If the Investor is an individual, the Investor must (i) have an 

individual net worth, or joint net worth with that person’s spouse or spousal 
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equivalent, of at least $1 million (for this purpose, “net worth” means the excess 

of total assets at fair market value (including personal and real property, but 

excluding the estimated fair market value of the purchaser’s primary home) over 

total liabilities), or (ii) have an individual income in each of the two most recent 

years in excess of $200,000, or joint income with the purchaser’s spouse or spousal 

equivalent in excess of $300,000 for each of the two most recent years, and in 

either case, the Investor has a reasonable expectation of reaching the same income 

level in the current year. 

(b) Entities. (i) Any corporation, limited liability company, Massachusetts or similar 

business trust, partnership, that was not formed for the specific purpose of 

acquiring the securities offered and has total assets in excess of $5 million, 

(ii) Investment advisers registered under Section 203 of the Investment Advisers 

Act of 1940 (the “Advisers Act”) or under the laws of the various states, exempt 

reporting advisers under Section 203(m) or Section 203(l) of the Advisers Act, or 

any rural business investment company, (iii) any entity, including Indian tribes, 

governmental bodies, funds, and entities organized under the laws of foreign 

countries, that own “investments,” as defined in Rule 2a51-1(b) under the under 

the Investment Company Act of 1940 (the “Investment Company Act”), in 

excess of $5 million and that was not formed for the specific purpose of investing 

in the securities offered, (iv) any “family office” with at least $5 million in assets 

under management and its “family clients,” as those terms are defined under the 

Advisers Act, that was not formed for the specific purpose of acquiring the 

securities offered and 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, or (v) any entity in which all of the equity owners are accredited 

investors. 

(c) Qualified Professionals.  Natural persons who hold certain professional 

certifications, designations or credentials, including holders in good standing of 

Series 7, Series 65, and Series 82 licenses.   

(d) Certain Trusts.  Any trust with total assets in excess of $5 million not formed 

for the specific purpose of acquiring the securities offered whose purchase is 

directed by a sophisticated person as described in Rule 506(b)(2)(ii) of Regulation 

D promulgated by the SEC under the Securities Act of 1933, as amended (the 

“Securities Act”). 

(e) Employee Benefit Plans and Other Plans.  Any 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 million; any Employee Benefit Plan within the meaning of 

the Employment Retirement Income Security Act of 1974, as amended ("ERISA")if 

the investment decision is made by a “Plan Fiduciary,” as defined in Section 3(21) 

of ERISA, that is a bank, savings and loan association, insurance company or 

registered investment adviser, or that has total assets in excess of $5 million; or, 

if the Employee Benefit Plan is a self-directed plan or Individual Retirement Account 

(“IRA”), the plan or IRA has its investment decisions made solely by participants 

or beneficiaries that are accredited investors. 

(f) Other Purchasers. Other accreditation standards are described in the 

Subscription Booklet(s). 
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In addition to being an Accredited Investor, each Investor in the Fund must also be a “qualified 

purchaser,” as that term is used in Section 2(a)(51) of the Investment Company Act. 

 

Some of the ways an Investor can qualify as a qualified purchaser are:   

 

• Having not less than $5 million in “investments” as defined in the Investment 

Company Act, net of any debt used to acquire those investments, either as an 

individual or as a company owned by close family members; or 

• Being a company where all owners are qualified purchasers; or 

• Acting as an investment manager with no less than $25 million in assets under 

management; or  

• Being a company that holds no less than $25 million of investments. 

 

These standards are imposed by the SEC and other state securities law administrators and by 

the GP, since there are risks associated with an investment in the Fund, including an Investor’s 

inability to easily liquidate the investment. The GP has the right to reject any potential 

Investor for not meeting these investor suitability standards, or for any other reason or no 

reason in its sole discretion. 

 

This PPM does not constitute an offer or a solicitation in any state or other jurisdictions in 

which, or to any person to whom, such an offer or solicitation would be unlawful or is not 

authorized. This PPM may be relied upon only by the original person to whom it is delivered, 

and no other use or distribution of this PPM or the information contained herein is authorized. 

This PPM may not be copied and must be returned to the Fund if the Investor does not 

subscribe for any Units or Notes or if his or her subscription offer is rejected by the Fund. 

 

The contents hereof are not to be construed as tax, legal, or investment advice. Each 

prospective Investor should consult his or her own counsel, accountant, business, or other 

advisors as to the tax, legal, economic, and other consequences of the purchase of the Units 

and Notes offered hereby. 

 

This PPM contains projections, which are predictions of future events that may or may not 

occur. Although all such projections, if any, are based on assumptions that the Fund believes 

are reasonable, there can be no assurance that they will in fact prove to be correct. 

Consequently, they must not be relied upon to indicate or guarantee any actual results that 

may be realized. 

 

No person is authorized by the Fund to give any information or make any representation other 

than those contained in this PPM in connection with the Offering made hereby, and if given or 

made, such other information or representations must not be relied upon as having been 

authorized by the Fund. Neither delivery of this PPM nor any sale made hereunder, under any 

circumstances, creates any implication that the information contained herein is correct as of 

any time subsequent to the date hereof. 

 

The Fund has agreed to make available to each prospective Investor and to his or her 

representative(s), or both, the opportunity, prior to the consummation of a sale of Units and 

Notes to such prospective Investor, to ask questions of and receive answers from the 

principals of the GP concerning the terms and conditions of this Offering and to obtain any 

additional information, to the extent they possess such information or can acquire it without 

unreasonable effort or expense, necessary to verify the accuracy and completeness of the 

information set forth herein. Inquiries should be directed to Investor Relations at (503) 906-

9100 or ir@fairwayamerica.com. 

 

mailto:ir@fairwayamerica.com
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The obligations of the GP and the Limited Partners (“LPs”) of the Fund are set forth in and 

will be governed by  the Third Amended and Restated Limited Partnership Agreement of the 

Fund, as may be amended or restated from time to time (the “Partnership Agreement” or 

“Operating Agreement”), and a subscription agreement relating to the Units (“Unit 

Subscription Agreement”), which also contains an Investor Suitability Questionnaire  

(collectively, the “Limited Partner Subscription Booklet”). The obligations of the GP and 

the Note Holders of the Fund are set forth in and will be governed by an Intercreditor 

Agreement (the “Intercreditor Agreement”) and subscription agreement relating to the 

Notes (“Note Holder Subscription Agreement"), which also contains an Investor Suitability 

Questionnaire (collectively, the “Note Holder Subscription Booklet”). The Limited Partner 

Subscription Booklet and the Note Holder Subscription Booklet shall collectively be called the 

“Subscription Booklets.” All of the statements and information contained herein are 

qualified in their entirety by reference to these agreements, and if and to the extent that 

there is any inconsistency, the terms of the Subscription Booklets, as applicable, shall control. 

 

This PPM summarizes some of the terms of the Subscription Booklets and other documents 

referred to herein and therein. However, the discussions set forth in this PPM do not purport 

to be complete. The GP reserves the right to modify the terms of the Offering and of the Units 

and Notes described in this Memorandum, and each of the Units and the Notes are offered 

subject to the GP’s ability to reject any subscription in whole or in part.  In addition, the Units 

and the Notes are offered subject to a prospective Investor’s receipt of the Operating 

Agreement and Limited Partner Subscription Booklet, in the case of the Units, and the 

Intercreditor Agreement and Note Holder Subscription Booklet, in the case of the Notes.  The 

Offering of the Units and the Notes is incomplete unless and until the prospective Investor is 

provided with such documents.  Copies of the Subscription Booklets are available from the GP 

and will be provided to prospective Investors, and each prospective Investor and its advisors 

should read these materials, including any and all revisions thereto, prior to making a decision 

to invest in the Fund. 

 

The Fund and the GP are currently exempt from registration as an investment company under 

the U.S. Investment Company Act, but the GP has entered into an investment advisory 

agreement with Fairway America Investment Advisors, LLC (“FAIA”), which is a Registered 

Investment Advisor with the SEC under the Advisers Act.  For more information about FAIA, 

please see the ADV Part II attached to this PPM as an addendum.   

 

The delivery of this PPM does not imply that the information contained herein is correct as of 

any time subsequent to the date of its issue. Unless specified otherwise, all statements made 

herein are made as of April 1, 2022. 

 

Certain statements contained in this PPM, including, without limitation, statements containing 

the words “believes,” “anticipates,” “plans,” “intends,” “expects,” and words of similar import 

constitute “forward-looking statements.” Such forward-looking statements involve known and 

unknown risks, uncertainties, and other factors that may cause the actual results, 

performance, or achievements of the Fund to be materially different from any future results, 

performance, or achievements expressed or implied by such forward-looking statements. 

Given such uncertainties, you are cautioned not to place undue reliance on such forward-

looking statements. The Fund and the GP disclaim any obligation to update such factors or to 

announce the result of any revisions to any of the forward-looking statements contained 

herein to reflect future events or developments. 

 

In considering the performance information contained herein, prospective Investors should 

bear in mind that there can be no assurance that the Fund will achieve projected results. 
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Actual future conditions may require actions that differ from those contemplated at this time 

and prospective Investors are cautioned not to place undue reliance on these projections. 

 

OFFERS ARE ONLY BEING MADE PURSUANT TO THIS PPM AND THE RELATED SUBSCRIPTION 

BOOKLETS. NEITHER THE SEC, THE SECRETARY OF STATE OF DELAWARE, NOR ANY OTHER 

FEDERAL OR STATE AUTHORITY HAS EXAMINED OR ENDORSED THE MERITS OF THE 

OFFERING OR THE ADEQUACY OF THIS PPM. ANY REPRESENTATION TO THE CONTRARY MAY 

BE A CRIMINAL OFFENSE. 

 

THE UNITS AND NOTES OFFERED HEREBY HAVE NOT BEEN REGISTERED UNDER THE 

SECURITIES ACT, OR ANY STATE SECURITIES LAW, AND MAY NOT BE SOLD, TRANSFERRED, 

OR OTHERWISE DISPOSED OF BY AN INVESTOR WITHOUT THE PRIOR WRITTEN CONSENT 

OF THE GP. 

 

All capitalized terms not otherwise defined shall have the meaning set forth in “Definition of 

Terms” section. 
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INTRODUCTION 
 

Welcome to Fairway America Fund VIIQP, LP (the “Fund”)! The Fund’s unique investment 

mandate is to invest in the deal flow generated through Fairway America LLC’s (“Fairway”) 

extensive network of middle-market commercial real estate operating partners (“Sponsors”) 

throughout the United States.  Sponsors are actively competing for suitable deals and have a 

virtually infinite appetite for capital, yet they have a very difficult time reliably accessing it. 

Fairway and its related entities and managers have leveraged our distinctive positioning in 

the market segment to build deep relationships with what we believe are some of the best 

real estate Sponsors operating in a variety of strategies in domestic US real estate. The 

marketplace for privately held investments in middle-market real estate opportunities is 

extensive, fragmented and notoriously difficult for the “uninitiated” investor to access, but 

can provide excellent returns for the risks taken for investors who understand the asset class 

and can reliably partner with competent, trustworthy Sponsors.  

 

Having successfully operated the Fund and executed on multiple other fund strategies for 

many years ourselves, we believe we are qualified and well-positioned to originate and 

evaluate these investment opportunities like few others in the country. The entrepreneurial 

nature of middle-market real estate Sponsors, the smaller size of their average investments, 

and the practical limitations and dynamics of how they source capital for their opportunities 

preclude the attention of most institutional investors. This leaves most Sponsors to rely upon 

individual high net worth investors for the capital necessary to fund their investments via 

single-asset syndication structures or very small funds. For nearly all Sponsors, especially 

those with robust origination capacity, there is great demand for a reliable capital source. 

Often the skills which are required of Sponsors to be successful in the highly competitive 

middle-market space are not the same as the skills required to consistently raise money from 

investors and then service those investors appropriately. The Fund  was created to exploit 

these factors to help Sponsors obtain reliable capital for their deals and provide access to this 

sector to our investors.  

 

The Fund’s broad investment mandate has been deliberately engineered to take advantage 

of quality opportunities regardless of the macro business cycle, and create a reliable source 

of capital for high-quality middle-market Sponsors. We feel that our unique business model 

and experience positions us to originate, underwrite and select Sponsors who have the ability 

to generate attractive returns relative to the risks embedded within their strategies and 

processes, understand and manage those risks and monitor their assets and performance 

better than many of our peers in the space. We believe this allows us to produce a diversified 

portfolio of middle-market commercial real estate-based assets with excellent risk-adjusted 

returns. 

 

The total return strategy of the Fund is designed to provide for positive Fund performance 

through various market cycles. The Fund’s broad investment mandate is intended to allow 

the Fund to invest in a wide variety of asset types and risk profiles, as long as they are real 

estate-based, and to deliver an appropriate total return for the risks taken. This flexibility 

gives the Fund the ability to tactically pivot very quickly and take advantage of dynamic 

market inefficiencies, special situations, and other unique real estate-based opportunities. 

Whether it is a direct investment in real property, a real estate secured loan, or an investment 

in another fund or syndication whose investments are in real estate, Fairway believes deeply 

in a “value investing” mindset. The Fund’s goal is to only invest with Sponsors and deals that 

we believe provide the possibility of excellent risk-adjusted total returns with a strong “margin 

of safety” in order to preserve investor capital and generate strong overall returns. Please see 

the Investment Objectives and Overview of Fund Strategy section for more details.  
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The continual flow of real-time, extensive market data that we obtain through the Fund’s 

investment activities and Fairway and its Affiliates’ related business activities provides us a  

real-time barometer of market trends in many geographic areas in the country, including real 

estate pricing trends, supply/demand fundamentals, capital market liquidity, market 

fluctuations, cost increases or decreases, competitiveness of loan rates, fees, and terms and 

multiple other important data points regularly available to us at a micro level. When combined 

with employment trends, demographic information, economic growth or loss, inflation 

indicators, and other macro level data, we possess decision making tools that are not as 

readily available to most investors in the middle-market commercial real estate space. Add 

our ability to source top tier Sponsors and this leads to our continued confidence in the Fund 

enjoying outsized total returns for the risks taken.  

 

We believe the combination of all these characteristics makes the Fund a unique and 

compelling investment opportunity for the astute investor who desires exposure to this 

attractive alternative investment class but who does not have the time, expertise or inclination 

to actively manage the risks associated with multiple real asset-based investments. We 

encourage you to learn more about Fairway and its affiliated companies. We also encourage 

you to consider becoming an investor in what we believe is the premiere middle-market 

commercial real estate fund in the United States. We appreciate your interest in this 

fascinating space and look forward to welcoming you as an investor in the Fund. 

 

Sincerely,  

 

Matthew W. Burk 

CEO, Fairway America, LLC 

Chief Investment Officer, Fairway America Fund VIIQP, LP 

 



 
 

 3  
CONFIDENTIAL 
Private Placement Memorandum dated April 1, 2022 

SUMMARY OF THE OFFERING 

The following is only a summary of some of the key terms of this Offering and the related 

information contained in this Memorandum. This summary is qualified in its entirety by reference 

to the remainder of the Memorandum and to the Fund’s Third Amended and Restated Limited 

Partnership Agreement (the “Partnership Agreement” or “Operating Agreement”).  Any 

capitalized terms used but not defined in this Memorandum (including the “Definition of Terms” 

section of this Memorandum) have the meanings given to them in the Operating Agreement. 

Prospective investors should consult their own legal, financial, tax, and investment advisers to 

more understand fully the consequences of an investment in the Fund. 

The Fund Fairway America Fund VIIQP, LP (the “Fund,” “Fund 

VIIQP,” or the “Company”) is a limited partnership 

organized under the laws of the state of Delaware on June 6, 

2017. 

General Partner  The General Partner of the Fund is Fairway America 

Management Group II LLC (“FAMG II” or the “GP”).  The GP 

is responsible for all management decisions on behalf of the 

Fund and may only be removed as the General Partner of the 

Fund under limited circumstances.   

Fairway America, LLC, an Oregon limited liability company 

(“Fairway”), is the majority owner and manager of FAMG II.  

The GP’s principal business address is 16150 SW Upper 

Boones Ferry Road, Portland, Oregon 97224, and its principal 

telephone number is (503) 906-9100. 

Fund Strategy and 

Investment Objective 

The Fund intends to invest in a variety of middle-market real 

estate assets in various forms, including ownership interests 

in syndicated real estate opportunities and other entities that 

own real property, including opportunities co-managed by 

Fairway or its Affiliates, direct ownership interests in real 

property, security instruments in other private investment 

funds investing in middle-market real estate, credit 

allocations secured by real property, other vehicles or 

companies that invest mainly in real estate based assets in 

target markets around the United States, as well as other 

real estate related investment opportunities that the GP 

identifies as appropriate for the Fund.  

 

Most of the Fund’s investments will be in opportunities 

managed or co-managed by Fairway, with a focus on 

opportunities that a real estate Sponsor (defined below) has 

engaged Fairway to help capitalize.  The Fund is expected 

most often to invest in those assets as a limited partner or 

member alongside other investors identified by Fairway or its 

Affiliates or the Sponsor (defined below), but may also make 

some general partner- or managing member-level 

investments.  The GP retains discretion to invest in any type 

of real-estate based opportunities that the GP determines to 

be in the best interests of the Fund and its investors.   
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A key part of the Fund’s strategy is for the GP to locate and 

underwrite high quality fund managers, real estate deal 

syndicators and asset originators and acquirers (“Sponsors”) 

with demonstrable character, integrity, track record, and 

managerial capabilities in their particular geographic area 

and asset-specific niche, all in the sole discretion of the GP.  

 

By investing across a wide range of middle-market real estate 

and real estate related opportunities with high quality 

Sponsors, the Fund’s holdings will be diversified over a 

variety of investments with varying real estate asset types, 

investment strategies and geographic territories.  The GP 

believes that this strategy can help enable it to protect 

investor Capital while also producing attractive, risk-adjusted 

total returns for the Fund its Investors. 

 

The Fund’s primary investment objectives are to preserve 

investor capital, generate sufficient income to make 

payments to Note Holders when due to achieve attractive 

total returns for LP Investors based on the risks associated 

with the Fund’s investments, and to provide LP investors with 

an income return in most quarters.  There is no guarantee 

that the Fund can or will achieve these investment objectives.   

  

Asset Description The Fund expects to invest in a variety of asset types within 

the U.S. middle-market commercial real estate segment 

which the GP believes to be well positioned to either generate 

current income or back-loaded capital gains, or both, in all 

cases with a focus on properties that can be obtained at a 

discount to replacement cost and that have significant 

potential appreciation or income generation for the Fund 

compared to the risks involved in the investment.   

 

Investment strategies the Fund intends to pursue may 

include, but will not be limited to, investments with risk 

profiles ranging from core, core plus, value-add or 

opportunistic and delivered through various real estate asset 

classes, mispriced or out of favor asset types, mismanaged 

or underperforming real estate requiring skilled active 

management, acquisitions through auctions, foreclosures, 

and other special situations and distressed or performing 

note acquisition. The Fund will not invest in any unimproved 

land, ground-up development projects or similar purely 

speculative opportunities, other than in unusual 

circumstances that the GP determines to be compelling 

enough to justify the additional risks associated with such 

investments.   

 

Assets involved in the investment opportunities the Fund 

expects to pursue will include, but will not be limited to, 

single-family residential rental properties (non-owner 

occupied), multifamily residential, retail, industrial, office, 
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warehouse, medical, bio/life-science, data centers, self-

storage, hospitality, and more, as well as loans or other liens 

secured by similar property.  

 

The value of the Assets in which the Fund invests is expected 

to vary widely but will generally be considered “middle-

market” in nature, generally ranging from $5 million to $50 

million in total value. Sponsors, Assets, and property are 

expected to be located in primary, secondary, and tertiary 

markets throughout the United States. 

 

Investment Decisions All investment decisions for the Fund are made through an 

advisory services agreement (the “Advisory Services 

Agreement”) between the GP and Fairway America 

Investment Advisors, LLC (“FAIA”), an SEC-registered 

investment adviser and Affiliate of the Fund.  FAIA makes 

investment decisions for the Fund through an investment 

committee (the “Investment Committee”), which currently 

consists of five voting members: Fairway’s Chief Executive 

Officer/Chief Investment Officer, Chief Financial Officer, 

Managing Director of Real Estate Funds, Senior Investment 

Coordinator, and General Counsel (the “Voting Members”). 

A number of additional non-voting Investment Committee 

members (including, for example, Fairway’s Director of 

Investor Relations, Managing Director of Investments, 

Director of Asset Management, etc.) are regularly involved in 

Investment Committee meetings and discussions but are not 

Voting Members. FAIA may alter the make-up of the 

Investment Committee and the identity of the Voting 

Members from time to time consistent with the best interests 

of Investors in the Fund.  An affirmative vote of 100% of the 

Voting Members is required to approve any investment 

decision.   

 

The Offering The Fund is offering up to $500 million (the “Maximum 

Offering”), in debt and equity investments in the Fund (the 

“Offering”) pursuant to this Memorandum and related 

offering documents.  The Maximum Offering may be 

increased in the sole discretion of the GP.   

 

The Fund is offering two types of securities to Investors: 

fixed-interest-rate Promissory Notes secured by the Assets of 

the Fund (“Notes”) and units of limited partnership interests 

in the Fund (“Units”).  Investors purchasing Notes from the 

Fund are referred to as “Note Holders” and Investors 

purchasing Units are referred to as “Members,” “LPs,” or 

“Limited Partners” in the Fund.   

 

Term of the Fund The Fund is an open-ended “evergreen” fund with no set end 

date. The GP expects to originate and acquire Fund Assets on 

a frequent and ongoing basis and will continue to do so 

indefinitely until the GP believes market conditions no longer 

justify attempting to reach the Maximum Offering, or until 
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the GP determines in its sole discretion that it is in the best 

interests of the Investors to wind the Fund down. If the 

Maximum Offering is reached before the Fund is wound down, 

the GP may either raise the amount of the Maximum Offering 

or use the income generated by the Fund, including through 

the disposition of existing Assets, to purchase additional 

Assets.   

 

The GP intends generally to utilize the returns on Capital from 

the disposition of Fund Assets to originate and acquire new 

Fund Assets rather than to return Capital to LPs. However, 

the GP expects to manage the Fund’s investments and capital 

structure in such a manner as to attempt to provide a 

reasonable level of quarterly income returns for LP Investors 

and a capability for the Fund to accommodate anticipated 

Redemption Requests given the relatively illiquid nature of 

real estate-based investments in general. See  

“Redemption Requests and Lockup Period.”  

 

Units Limited partnership interests in the Fund are represented by 

Units. The Fund has a single class of Units available to 

potential Investors in the Fund.  The LPs, including the GP 

through any LP investment it maintains in the Fund, will be 

the Fund’s limited partners and will own 100% of the Fund.   

 

No Performance Fee Subject to performance of the Fund, after making 

investments in new Assets, and after paying Fund Expenses 

(which include the Capital Raise Fees and Onboarding Fees), 

the Management Fee to the GP, and interest to Note Holders, 

as well as any payments due on Credit Facilities or other debt 

held by the Fund, and setting aside any cash reserves the GP 

determines necessary or advisable for future acquisitions, 

redemptions, or other Fund operations, all as determined by 

the GP in its sole discretion, the Fund will distribute 100% of 

its remaining net income (“Excess Distributable Cash” or 

“EDC”) to the LPs.  The GP, in its capacity as GP, will not be 

entitled to receive any portion of any EDC, and it will not 

otherwise be entitled to receive any promote, carried 

interest, or other similar fees based on the Fund’s 

performance, although Affiliates of the GP may receive such 

payments from entities in which the Fund invests.    

 

Note Schedule The Fund issues Notes to Note Holders at interest rates that 

vary from time to time, according to a Note Schedule based 

on investment amount and duration of the Note. The GP may 

elect to have multiple interest rate tiers based on the amount 

of money lent by the Note Holder and duration of the maturity 

date, or it may offer Notes at a single interest rate for all 

tiers. Note tiers (including amounts, maturities, and rates) 

are expected to change from time to time and will be 

reflected in a Note Schedule published by the GP, usually on 

a quarterly basis. 
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Minimum Investment The minimum investment for both Note Holders and LP 

Investors is $100,000 per unique Investor, but this amount 

may be adjusted or waived in the sole discretion of the GP. 

 

Subscription Process for 

Units/Unit Pricing 

Investors who wish to purchase Units must complete a Unit 

Subscription Agreement and related documents, either online 

or in hard copy, and deliver the full amount of their 

investment to the GP.  Upon receipt of executed documents 

and payment, the Fund will deposit the Investor’s funds into 

its holding account (the “Subscription Account”).  An 

investment in Units generally becomes effective on the first 

day of the calendar quarter after the Fund receives the 

Investor’s funds, has accepted an Investor’s Subscription 

Agreement, and after the Fund has transferred an Investor’s 

funds to its operating account (the “Operating Account”) in 

order to deploy those Funds in connection with the acquisition 

of Assets or other aspects of the Fund’s operations.  

 

The Fund may utilize a new Investor’s deposited funds for its 

operations before the investment is fully completed 

(including, for example, between the date the Fund receives 

an Investor’s funds and the first day of the next calendar 

quarter when an Investor is admitted as an LP) by 

transferring all or a portion of such funds from the Fund’s 

Subscription Account to its Operating Account. Any amounts 

transferred in this manner are treated as a loan to the Fund 

until the Unit purchase is fully effective and an Investor is 

admitted as an LP after its Subscription Agreement has been 

accepted. An Investor whose deposited funds are utilized as 

a loan pending the transfer of such funds from the 

Subscription Account to the Operating Account will receive 

interest on its deposited funds at an annualized rate 

determined by the GP.  

 

The GP determines the applicable Unit Price each quarter 

based primarily on the prior quarter’s Unit Price and the net 

change to the total Stated Value of all Fund Assets during the 

prior quarter.  The GP retains broad discretion to consider 

other factors in determining the Unit Price but strives always 

to set a Unit Price that is as fair as possible to all Investors 

in and LPs of the Fund.   

 

Effective as of January 1, 2022, the Unit Price was reset to 

$1,000/Unit, and all LPs who were invested in the Fund prior 

to that date received a number of Units equal to the value of 

the Units they previously held, which varied based on which 

class of Units each investor held.  This resetting of the Unit 

price, along with the consolidation of the three different 

classes of Units into a single class of Units, was done when 

the GP, acting with the consent of holders of more than 60% 

of the Ownership Interests in the Fund, eliminated the 

preferred return and promote splits that were included in the 

Fund’s distribution waterfall prior to January 1, 2022.   
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Subject to the GP’s discretion to consider other factors, as of 

the last day of each calendar quarter, the price of a Unit is 

calculated by dividing the amount by which the Stated Value 

of all Fund Assets changed during the prior quarter (the 

“Aggregate Change in Unit Value”) by the total number of 

outstanding Units and adding or subtracting that amount to 

the prior quarter’s Unit Price.  The Stated Values of each Fund 

Asset, as well as the Aggregate Change in Unit Value and Unit 

Price, are determined by the GP in its sole discretion.   

 

In order to facilitate timely calculation of the Unit Price each 

quarter, the GP relies on a mix of actual and estimated 

information about the value of the Fund’s Assets based on 

the information available to it when calculating Stated Value 

and the associated Unit Price. The GP has established and 

follows a methodology for determining the Stated Value of 

each Asset and may modify the methodology from time to 

time in its sole discretion 

 

Subscription Process for 

Notes 

Investors who wish to purchase a Note must complete a Note 

Subscription Agreement and related documents, either online 

or in hard copy, and deliver the purchase price of the Note to 

the GP. Upon completion of the subscription process and 

receipt of the Investor’s payment, the Fund will deposit the 

Note purchase price into its Subscription Account and hold it 

there until the Fund is ready to deploy the proceeds of the 

Note.   

 

The purchase of a Note only becomes effective as of the date 

upon which the Company accepts the Note Holder’s 

Subscription Documents and transfers the Investor’s funds 

into its Operating Account. Investor funds deposited with the 

Company earn no interest while held in the Subscription 

Account. Once the funds are transferred to the Fund’s 

Operating Account, the Company will provide the Investor a 

Promissory Note incorporating the applicable interest rate 

from the then-current Note Schedule. 

 

Reinvestment Options LPs can elect to use any Distributions they might otherwise 

receive to automatically purchase additional Units at the then 

prevailing Unit Price, with the exception of the first monthly 

distribution after an LP’s initial capital contribution is made. 

Note Holders can elect to use the quarterly interest payments 

they might otherwise receive to automatically add to their 

Note principal balance and thereby earn interest on an 

increasingly higher balance. 

 

Investors can make a reinvestment election at the time of 

their subscription and may change this election on 90 days’ 

notice to the GP not more frequently than twice per year.   

The GP reserves the right to terminate the Reinvestment 
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Option at any time throughout the life of the Fund in its sole 

discretion. 

 

No Guarantee of LP Returns The overall return to each LP in the Fund, as well as any 

income distributions Investors may receive, will vary based 

on the date of each LP’s initial investment in the Fund, the 

Fund’s performance, and other factors.  An investment in 

the Fund is inherently speculative and there can be no 

promise or guarantee the Fund will achieve its return 

targets, that any LP will experience any returns at all, 

or even that the Fund will not experience losses, which 

could be substantial.   

 

Redemption Requests and 

Lockup Period 

Subject to certain exceptions and limitations identified 

elsewhere in this PPM and the Operating Agreement, 

including requests based on financial hardships, LPs will not 

be entitled to request a redemption of their Units (a 

“Redemption Request”) during the first 24 months after the 

Effective Date of their investment in the Fund (the “Lockup 

Period”). An LP may request the redemption of no more than 

50% of the LP’s Capital Account as of the termination of the 

Lockup Period.  Thereafter, an LP may request that the Fund 

redeem up to the remaining 50% of the LP’s Capital Account 

at each 12-month anniversary of the expiration of the initial 

Lockup Period.  Redemption Requests must be made at least 

60 days prior to the requested redemption date. 

Redemptions permitted by the GP during the Lockup Period 

or not made on the anniversaries stated above may be 

subject to a penalty of 5% (or more, in the GPs discretion) of 

the then current Unit Price times the number of Units the LP 

requests to be redeemed. 

 

The GP has no obligation to grant any particular Redemption 

Request and retains sole discretion to grant or deny any 

request.  While the GP generally intends to honor redemption 

requests in the order they are received, it may elect to 

redeem investors in a different order for any reason, 

including redeeming investors with legitimate hardships first, 

redeeming investors with smaller investment amounts when 

the Fund does not have sufficient capital to redeem a larger 

investment amount, compliance with regulatory or other 

legal concerns, and any number of other reasons.  

 

Notwithstanding these and the other limitations identified in 

this PPM, the GP will endeavor to manage the Fund in such a 

manner as to be able to accommodate Redemption Requests 

after any applicable Lockup Period as consistently as 

possible. Capital from new Investors may be used to fulfill 

other Investor’s Redemption Requests if the GP, in its sole 

discretion, determines not to use the new Capital for new 

investments or other purposes.  In no event will the Fund be 

obligated to sell assets or borrow money to fund any 

Redemption Request. 
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Note Maturity Dates Note Holders are required to provide 60 days’ written notice 

to the GP of their desire to cash-out and receive payment of 

outstanding principal and interest upon the Maturity Date of 

each Note (the “Cash-Out Notice”). If a Note Holder does 

not provide a Cash-Out Notice at least 60 days prior to the 

Maturity Date, then the Note will automatically extend on the 

Maturity Date at the Note Rate less 1% until either (i) the 

Note Holder notifies the Fund that it wishes for the 

outstanding balance of the Note to be rolled over into a new 

Note, at an interest rate based on the then current Note 

Schedule, and such new Note is executed, or (ii) 60 days 

after the Note Holder provides a Cash-Out Notice. 

 

The Fund shall also have the right to continue to make 

interest payments on a monthly basis to the Note Holder at 

the existing Note Rate plus 1% for up to 90 days beyond the 

Maturity Date, or up to 90 days beyond the date on which a 

Cash-Out Notice is given if such notice is given beyond the 

Maturity Date, whichever is later, without such continuation 

constituting an Event of Default. 

 

A Note Holder may also request an early Repayment of a Note 

prior to the Maturity Date subject to an Early Repayment Fee 

equal to the amount of interest paid under the original Note 

Rate and the amount of interest that would have been paid 

had the Note Rate been set based on the shorter Note Term, 

as determined by the GP in its sole discretion, and a fee of 

5% of the original Principal balance. 

 

Distributions to LPs The Operating Agreement gives the GP discretion to 

determine the timing and other aspects of making 

Distributions (if any) to the LPs.  Currently, the Fund makes 

five Distributions per year, subject to applicable law and the 

availability of net income and Excess Distributable Cash: 

three Distributions are made approximately 45 days after the 

end of each of the first three calendar quarters of each year 

(once the GP has calculated the income earned by the Fund 

for that period), one Distribution representing a portion of 

the Fund’s estimated net operating income for the fourth 

quarter of each year is made within approximately 45 days 

after the end of the fourth quarter, and one true-up 

Distribution is made as soon as practicable after the Fund has 

closed its books for the prior year (typically around April 15th) 

reflecting the difference between the Fund’s actual realized 

income for the fourth quarter and the Distribution of 

estimated income made previously for that quarter.  This 

anticipated timing of Distributions may change over time in 

the sole discretion of the GP.   

 

Capital Accounts and 

Allocations 

The Fund will maintain an individual capital account for each 

Member in accordance with the Operating Agreement and the 

applicable tax rules for purposes of allocating the Fund’s 
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profits and losses (a “Capital Account”).  Each LP’s Capital 

Account is calculated according to the terms of the Fund’s 

Operating Agreement. An LP’s Capital Account is generally 

the amount of Capital contributed by the LP to the Fund and 

the LP’s share of any income and gain generated by the Fund, 

less the amount of any Distributions made to the LP by the 

Fund and the LP’s share of the Fund’s losses and deductions. 

 

Tax Benefits The GP intends to manage the Fund in a manner that 

maximizes the potential tax benefits to as many LP Investors 

in the Fund as reasonably possible, which may or may not 

benefit an individual LP Investor.  Among other things, the 

GP intends to work with the managers of Fund Assets to take 

advantage of certain tax benefits that may be generated for 

the Fund and allocated to LP Investors through the use of 

depreciation, including any available bonus depreciation, with 

respect to the Assets in which the Fund invests.  While the 

tax implications of any resulting losses allocated to Investors 

in the Fund will vary from Investor to Investor, the GP 

believes that many Investors in the Fund may realize 

material tax benefits through an investment in the Fund.  

Investors should consult with their CPAs or other tax advisors 

to better understand the tax implications of an investment in 

the Fund.   

 

Transfer Restrictions  There are significant restrictions on an Investor’s ability to 

transfer either Notes or Units, including the GP’s ability to 

deny a request to transfer Units or a Note in its sole 

discretion.  Investors should consider any investment in the 

Fund to be illiquid.  Please see other sections of this PPM, the 

Operating Agreement, and other offering documents for 

additional detail about the material restrictions on each 

Investor’s ability to transfer an investment in the Fund.   

 

Eligible Investors and 

Suitability Standards 

Investments in the Fund, both Notes and Units, are solely 

available to qualified, prospective investors who are both 

“accredited investors,” as that term is defined by Rule 501(a) 

of Regulation D promulgated under the Securities Act of 

1933, as amended (the “Securities Act”) and “qualified 

purchasers,” as that term is defined in Section 2(a)(51) of 

the Investment Company Act. Prospective Investors will be 

required to attest and verify to the GP’s satisfaction that they 

meet these and any other eligibility requirements set from 

time to time by the GP.   

 

Interests in the Fund are only being offered and sold through 

this Memorandum, the Operating Agreement, and the 

Subscription Agreement.  The Offering is being conducted 

pursuant to an exemption from the registration requirements 

of applicable federal and state securities laws and regulations 

pursuant to Rule 506(c) of Regulation D under the Securities 

Act. 
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Use of Indebtedness The Fund expects to maintain a debt-to-equity ratio of 

between 0.25:1 and 1:1. This ratio will include both Note 

Holder debt and debt associated with any Credit Facility. It 

will fluctuate from time to time and may be higher or lower 

than this range. The actual ratio maintained by the Fund at 

any given point in time shall be determined in the sole 

discretion of the GP. 

 

The Fund may choose from time to time to borrow money 

from one or more lenders, including individual investors, as 

well as more traditional lenders like banks or other 

institutions (each, a “Credit Facility” or “Facility”), and 

utilize one or more Fund Assets as Collateral for any such 

borrowing.  The security interests offered in exchange for a 

Credit Facility will be senior to the Note Holders’ interests in 

the Fund’s Assets.   

 

The Fund currently anticipates that any Credit Facility it may 

utilize at the Fund level will be used as a temporary funding 

source to originate and acquire Fund Assets when capital is 

not otherwise available from Note Holders or LP Investors, or 

from the Fund’s operations. In the GP’s discretion, the Fund 

may maintain a balance on any Credit Facility for an indefinite 

period of time.  Credit Facilities may also be obtained at 

higher interest rates and on other terms that are more 

beneficial to the lenders than the interest rates and other 

terms available to Note Holders.   

 

The Operating Agreement grants the GP significant latitude 

and discretion in its ability to use Credit Facilities in the 

operation of the Fund. However, the Operating Agreement 

also places specific limitations on the use of Credit Facilities 

by the GP, namely: 

 

• The Fund will not provide any Facility, other 

than a warehouse line, with a first lien position on any 

existing Fund Assets already encumbered by Note 

Holder interests for the specific purpose of acquiring 

cash to accommodate LP Redemption Requests; 

• The Fund will specifically not utilize any Facility 

that would require it to pledge all or a majority of its 

Assets using a borrowing base formula, unless all 

Note Holders are first paid off in full; and 

• The Fund will not utilize a Facility for a 

warehouse line in an amount in excess of 25% of the 

total AUM at the time of procurement of that Facility, 

unless all Note Holders are paid off in full. 

 

Any Facility shall be nonrecourse to the Investors. The GP, or 

the Fund, or both may agree to provide a guaranty for a given 

Facility but they are not required to do so. Any Facility will 

likely have covenants that affect the Fund and the GP. 
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Fund Income The Fund expects to receive as Fund income 100% of any 

income received from Fund Assets, including distributions 

from any syndications and funds in which the Fund invests, 

any premium upon sale of any Fund Asset that is payable to 

the Fund as an investor in that Asset, as well as all cash 

generated by real property owned by the Fund, any interest 

collected on deposited funds or receivables owned by the 

Fund, any rent collected on any real property owned, and 

100% of any Redemption Fees collected.  Fund income does 

not include any Asset level fees collected (e.g., loan 

origination fees), any loan servicing fees, or any processing, 

underwriting, due diligence, or similar fees charged when 

evaluating potential investments for the Fund.  Nor does it 

include any promote payments or carried interest that 

Fairway or its Affiliates may be entitled to receive as a 

manager or co-manager of any Assets into which the Fund 

may invest.  All of these fees will be paid directly to Fairway 

or its Affiliates, and not to the Fund.   

 

Fund Expenses Fund Expenses include, but are not limited to, the following 

expenses incurred in connection with the execution of the 

Fund’s strategy: the Capital Raise Fee, the Onboarding Fee, 

accounting and related costs for tax return preparation, 

financial statement preparation, and audits, legal fees and 

costs, the costs of obtaining insurance coverage for actions 

of the GP relating to the operation of the Fund, filing, 

licensing, and other governmental fees, other third-party 

audit costs, fund organizational costs, fund administration 

costs, loan servicing fees, loan origination and other fees 

associated with any Credit Facilities, costs associated with 

ownership of each Asset, which may include capital calls 

made by the managers of those Assets and other costs 

associated with real property and ownership of any interests 

in real property, including but not limited to, property 

improvement and rehabilitation costs not otherwise 

capitalized, sales commissions, property taxes, property 

management, hazard insurance, premises and other 

liabilities, utilities, and any and all other expenses associated 

with operation of the Fund or management of its Assets. 

 

Management Fee The GP is entitled to receive a Management Fee in an 

annualized amount equal to 2.0% of the Fund’s AUM (payable 

as 0.1667% of AUM monthly).  The Management Fee is paid 

by the Fund to the GP prior to making any Distributions to 

LPs or interest payments to Note Holders. It is deemed 

earned daily and paid to the GP on the last day of each 

calendar month, based upon the AUM as of the payment date 

as calculated by the GP in its sole discretion.  

 

Additional GP and Affiliate 

Income 

In addition to the Management Fee, and the Onboarding Fee, 

Fairway and its Affiliates are entitled to receive 100% of any 

asset level fees actually collected (e.g., loan origination fees 

and loan servicing fees), and 100% of any processing, 
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underwriting, due diligence, or similar fees charged when 

evaluating potential investments for the Fund.   

 

In connection with capital raising and debt placement 

services provided by Fairway or its Affiliates, as well as 

Fairway’s services as a manager or co-manager of certain 

Fund Assets, Fairway and other related entities may also be 

entitled to receive fees and other compensation, including 

acquisition fees, financing fees, asset management fees, 

promotes and carried interests in syndications and other real 

estate deals, and other similar economic benefits.  Although 

the Fund will not pay these fees directly to Fairway, the Fund 

expects to invest in entities that are paying these fees.  While 

the GP believes that any fees, promotes or carried interests 

paid to Fairway by entities in which the Fund invests will be 

both fair and consistent with industry standards for other 

opportunities in which the Fund may invest, these fees, 

promotes and carried interest will reduce the amounts 

otherwise payable to the Fund by the Assets in which it 

invests.  The Fund may also be impacted by Fairway’s 

economic interests in certain Fund Assets in other ways.   

 

The Fund will pay Fairway $1,250 for each individual investor 

making an investment in the Fund, $2,000 for each corporate 

entity (including any LLC) or trust that makes an investment 

in the Fund, and $3,000 for each investor who makes an 

investment in the Fund through an Individual Retirement 

Account (an “IRA”) (each, an “Onboarding Fee”).  The 

Onboarding Fee will be payable to Fairway as and when each 

new Member is admitted to the Fund and is intended to 

compensate Fairway for the work involved in processing 

subscription documents and other compliance work needed 

to onboard investors who make an investment in the Fund.   

 

As described more fully below, the Fund has engaged 

Verivest LLC, a majority-owned subsidiary of Fairway 

America, to perform fund administration services in exchange 

for market-based fees pursuant to a standard fund 

administration contract that Verivest regularly uses for other 

third-party clients. A copy of the contract is available for 

Investors to review upon request.  

 

The Fund has also engaged North Capital Private Securities 

Corporation (“North Capital”), a FINRA member 

Broker/Dealer, to provide capital raising services for the Fund 

itself.  The Fund pays North Capital a Capital Rase Fee of up 

to 1.0% of all Capital raised by the Fund.  In turn, a portion 

of the Capital Raise Fees that the Fund pays to North Capital 

(not to exceed 0.80% of all Capital raised by the Fund) is 

paid to CMG, a Fairway Affiliate, as reimbursement for 

cumulative salaries and direct expenses paid by CMG to 

registered representatives who are involved in capital raising 

activities for the Fund. 
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Each of the fees described in this Section involve conflicts of 

interest that may impact Investors in the Fund.  Please see 

the “Conflicts of Interest” section below for additional details.   

 

Fund Administration The Fund has retained the services of Verivest as 

administrator to the Fund (the “Fund Administrator”) to 

provide or manage all necessary investor accounting, tax 

preparation, reporting and other investor relations activities, 

and financial administration for the Fund.  The GP retains the 

right to remove or replace the Fund Administrator in its sole 

discretion.   

 

Financial Statements The Fund is audited by outside Certified Public Accountants 

on an annual basis.  The Fund’s year-end audited financial 

statements and tax returns are available to Investors on the 

Fund’s Investor portal and upon request.  

 

Side Letters The GP, on its own behalf or on behalf of the Fund, may from 

time to time enter into letter agreements or other similar 

arrangements (collectively, “Side Letters”) with one or more 

LPs or Note Holders.  These Side Letters may entitle an 

Investor to make an investment in the Fund on terms other 

than those described in this Memorandum or the Operating 

Agreement or provide a Member with additional or different 

rights and benefits.  The Fund has no obligation or intention 

to disclose any Side Letters with Fund Investors.   

 

ERISA Considerations Entities subject to the Employee Retirement Income Security 

Act of 1974, as amended (“ERISA”) and certain other Tax-

Exempt Entities may purchase Units.  Trustees or 

administrators of such entities are urged to carefully review 

the matters discussed in this Memorandum.  The Fund does 

not intend to permit investments by “Benefit Plan Investors” 

to equal or exceed 25% of the value of the limited liability 

company interests in the Fund.   

 

Risk Factors The Fund’s investment strategy involves many risks, 

including and especially those associated with investments in 

the real estate industry and market where the Fund and the 

GP will not have control over many factors affecting such 

investments.  An investment in the Fund is speculative and 

involves a high degree of risk.  The Fund’s performance may 

be volatile.  Investors may lose money by investing in the 

Fund, and there is no guarantee of any return on an 

investment in the Fund.  The Fund is suitable only for 

investors who can afford fluctuations in the value of their 

capital, bear the loss of an entire investment, have limited 

need for liquidity, and meet the conditions described in this 

Memorandum and the Subscription Agreement.  There is no 

assurance that the Fund will be successful or that its 

investment objectives will be achieved.  No secondary market 

for the Interests is expected to develop, and there are severe 
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restrictions on investors’ ability to withdraw and transfer their 

Interests.  The Fund has limited liquidity.   

 

Each potential Investor should carefully review this 

Memorandum and obtain the advice of legal, accounting, tax 

and other advisers before deciding to invest in the Fund. 

 

Limitation of Liability and 

Indemnification of GP 

Under the Operating Agreement, to the extent permitted by 

applicable law, the GP, the Partnership Representative 

identified in the Operating Agreement, any of their managing 

members, officers, employees, agents and Affiliates, and the 

members of the Investment Committee (each, a “Covered 

Person”) will be held harmless and be indemnified and 

defended by the Fund for any cost, claim, liability or loss 

suffered by the Covered Person solely by virtue of the 

Covered Person’s actions or omissions in connection with the 

Fund’s activities; provided that such liability is not the result 

of such person’s fraud, bad faith, gross negligence or willful 

misconduct.  
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INVESTMENT OBJECTIVES AND OVERVIEW OF FUND STRATEGY 

 

Principal Investment Objectives 

 

The Fund’s objective is to effectively deploy the proceeds of this Offering in qualified Fund 

Assets, with the express intent to: 

 

• Preserve and protect each Note Holder’s and LP’s invested capital; 

• Provide the Note Holders with interest rate options that will vary from time to time 

depending on investment size and duration of Note maturity (see the current Note 

Schedule); 

• Provide the LPs with attractive risk-adjusted total returns over the life of the Fund;  

• Produce positive quarterly income distributions for LPs, if possible; and 

• Regardless of individual asset performance, provide LPs and Note Holders with a full 

return of their invested capital. 

 

No assurance can be given that these objectives will be attained, that the Fund’s Capital will 

not decrease, or that the Fund’s future performance will be consistent with its prior 

performance. 

 

Strategy to Achieve Fund Investment Objectives 

 

The Fund intends to originate or acquire a variety of real estate and real estate asset-backed 

investments in various forms, including ownership interests in syndicated real estate 

opportunities and other entities that own real property either directly or indirectly, including 

opportunities co-managed by Fairway or its Affiliates, direct ownership interests in real 

property, security instruments in other funds, credit allocations secured by real property in 

target markets around the United States, other vehicles or companies that invest mainly in 

real estate based assets, as well as other real estate related investment opportunities that 

the GP identifies as appropriate for the Fund. The GP expects to originate the Fund’s 

investment opportunities through Fairway’s nation-wide network of Sponsors. By investing 

across the wide range of middle-market real estate and real estate related opportunities that 

this network of high-quality Sponsors generates, the Fund’s holdings will be diversified over 

a variety of investments with varying real estate asset types, investment strategies and 

geographic territories. Most of the Fund’s investments will be in opportunities managed or co-

managed by Fairway, with a focus on opportunities that a real estate Sponsor (defined below) 

has engaged Fairway to help capitalize.   

 

Fairway and its Affiliates reliably raise equity capital for Sponsors across the country.  Fairway 

is a recognized authority and leader in this underserved market niche, which is largely ignored 

by institutional players due, in part, to the relative smaller asset size compared to the assets 

traditional pursued by institutional investors.  Fairway’s positioning, marketing, and business 

development efforts are focused squarely on Sponsors operating in the middle-market 

commercial real estate space. As a result, Fairway is consistently and repeatedly engaged in 

conversations and business dealings with this target audience and is able to gain greater 

visibility into their strategies, underwriting criteria, and financial operations than many other 

investors in this same market. This positioning is tightly integrated with the Fund’s asset 

acquisition, underwriting, due diligence, and management strategy and is expected to provide 

the Fund with unique and attractive investment opportunities during multiple market cycles. 
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Fund Alignment 

 

The GP has endeavored to create and manage this Fund in a way that balances the GP’s need 

for flexibility, autonomy, and control with respect to Fund policies and investment decisions, 

with the Investors’ natural desire for safety, oversight, and transparency. We have given 

extensive consideration to the Fund’s fee structure, administrative procedures, governance, 

and third-party service providers and have attempted to create the proper alignment of 

interests between the GP and the Investors wherever possible. 

 

Inasmuch as we are asking you to invest in our Fund and entrust in us the decision-making 

on individual Fund Assets, we believe it is important to Investors that we communicate our 

policies and procedures to those Investors on an ongoing basis (see Frequently Asked 

Questions below). We must reserve the right to edit, update, improve, or otherwise alter 

these policies and procedures throughout the life of the Fund as we deem appropriate in our 

best judgment, considering the ever-changing nature of industry-specific and broader 

economic environments, regulations, and developments. However, we are committing up 

front to creating, maintaining, and publicizing our policies and procedures as well as our 

general investment guidelines to Investors during the life of the Fund.  
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MANAGEMENT 

 

The GP of the Fund is Fairway America Management Group II LLC, a Delaware limited liability 

company (“FAMG II”).  FAMG II and the Fund receive investment advice from Fairway 

America Investment Advisors, LLC (“FAIA”). FAMG II also represents the Note Holders as the 

Note Holder Representative. FAMG II is owned by Fairway America, LLC (“Fairway”), PatRick 

American Fund, LLC, (“PRAF”), and Terrell Group Management, LLC (“TGM”). 

 

Overview of Fairway America  

 

Originally founded as Fairway Financial Services, Inc. by CEO Matt Burk, Fairway America 

(including its predecessor entities) has been a leading player in the field of private real estate 

finance in the Pacific Northwest since 1992. Fairway and its majority-owned subsidiary, 

Verivest, help middle-market real estate Sponsors and managers improve and scale their 

operations. Fairway also strives to give investors greater confidence in and better access to 

the middle-market real estate space. Over the past decade, Fairway has innovated to create 

a unique middle-market real estate ecosystem that resonates with Sponsors and investors 

alike. Fairway’s root-level solutions help bridge the gap between these two groups by fulfilling 

the key value propositions most important to each. Fairway’s understanding of the 

interconnected issues facing both constituencies of this dual-sided market has been forged by 

direct experience in the trenches of middle-market commercial real estate for close to three 

decades. From operating its own discretionary funds to helping other fund managers set up 

their own funds, from providing fund administration and accounting services to arranging 

equity and credit investments in real estate assets, Fairway attempts to institutionalize critical 

operations to meet and exceed investor expectations in the fractured middle-market real 

estate space. 

 

Fairway Core Values 

 

Fairway has long subscribed to the notion that every company, whether it realizes and 

articulates it or not, has a set of collective core values in which it believes, and that those 

values influence and define the behavior of its people. Since early in its existence, Fairway 

has continually attempted to truly discover, define, and live by its core values. The words to 

describe them have changed over the years, but the basic principles have not. Here are the 

words we use to describe our core values today: 

 

• Act with Integrity 

• Focus on What Matters  

• Get it Done and Do It Right  

• Learn, Grow, Adapt, Improve  

• Value for Value 

Fairway Track Record 

 

Fairway maintains a complete track record and other information about its (and its affiliates) 

prior investment activities, including information about the performance of every investment 

it, directly or through affiliates, has made over the close to three decades it has been around.  

While past performance is not indicative of future results, Fairway believes that its track record 

speaks highly of the company’s ability to make and manage real estate investments.  
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Fairway Management Team 

Matt Burk, Chief Executive Officer, Founder, and Chief Investment Officer 

 

• Founder of Fairway Financial Services, Inc. in 1992 at age 28.  

• Entire 35-year career in real estate finance since graduating from the University of 

California, Davis with a degree in Economics in 1986. 

• Involved in billions of dollars of a wide variety of real estate transactions in varying 

capacities (debt, equity, consulting, advisory, etc.).   

• Deep expertise in a broad array of commercial real estate asset classes, as well as 

private money lending, distressed debt, mortgage pool funds, and real estate 

syndications. Widely recognized as an expert in the specialized field of middle market 

real estate asset-based investments and pooled investment fund vehicles. 

• Discretionary underwriter of thousands of real estate asset-based investments and 

manager of nine pooled investment funds with total combined deal volume and asset 

values in the billions of dollars. 

• Sought-after advisor and consultant to many middle market real estate asset-based 

entrepreneurs and sponsors around the U.S. 

• Chairman of Fairway’s majority-owned subsidiary, Verivest LLC  

• Author of highly rated book, Capital Attraction. 

 

Adrian Boly, Managing Director of Investments 

 

• Adrian is responsible for managing the evaluation and execution of Fairway’s real 

estate investment activities, including originating, structuring, closing, and asset 

managing credit and equity opportunities across all major asset types on behalf of 

Fairway’s investor network, including its discretionary funds, domestic and foreign 

institutional capital partners, and accredited investor network. 

• Over 17 years as a private credit and equity real estate professional specializing in 

investments with core to opportunistic risk/return profiles. Directly responsible for over 

$1.5 billion in closed transactions during his career. 

• Brings a strategic, multidisciplinary approach to Fairway’s investment process with 

experience in acquisition, development, asset management, capital markets, and 

venture structuring. Prior to Fairway, he was the co-founder and managing principal 

of a middle-market commercial real estate investment firm. 

• Adrian graduated from the University of California, Berkeley with a BA in Political 

Science. He is a CAIA charter holder and CFA Level III candidate. 

 

Darris Cassidy, Principal 

 

• Joined Fairway in 2012 and is a primary contributor to Fairway’s growth and market 

expansion across a variety of roles and responsibilities.  

• Brings over 20 years’ experience in real estate finance in both debt and equities for 

public and private firms, including appraisal, mortgage backed bonds, mortgage 

banking, real estate development, construction, and investments. 

• Has a deep understanding of the U.S. middle market real estate investment space 

across asset classes and executed multiple workout and distressed acquisition 

strategies during the 2008-2010 Great Recession on behalf of CRE sponsors. 

• Graduated from Gonzaga University with a BA in Finance. 
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Jay Zollinger, General Counsel 

 

• Has functioned as Fairway’s general counsel for more than twelve years through a 

law firm he founded.  He is also a principal of the firm.  

• Manages all of Fairway’s compliance and legal activities, including corporate and 

securities laws, corporate structuring, fund structure and investment management 

considerations, investor programs, and other aspects of Fairway’s business.  

• As part of Fairway’s fund advisory services, has helped dozens of real estate fund 

managers structure their offerings, understand applicable securities and compliance 

issues, and launch their real estate funds. 

• Started his legal practice and later made partner at Perkins Coie, one of the top law 

firms in the United States, after graduating from Berkeley Law School in 1997. 

 

John Wilson, Chief Financial Officer 

 

• Joined Fairway after spending nearly two decades at Intel in a variety of finance 

roles where he consistently increased revenues and profitability growth rates by 

double digits. 

• Finance executive accountable for stand-alone Intel-owned entity created to contract 

with the U.S. Government.  

• Oversees treasury functions, financial planning and analysis, and the finance team at 

Fairway and Verivest.  

• Holds an MSM (MBA) in Finance and Marketing from Purdue University Krannert 

School of Management. 

 

Barry Johnson, MAI, SRA, CCIM Managing Director of Real Estate Funds 

 

• 15+ years in commercial real estate underwriting, asset and portfolio management 

• Responsible for investment, disposition, and portfolio strategy and for all Fairway 

America Funds. 

• Previously held positions include Senior Portfolio Manager and Senior Vice President 

of Investments for Fairway America and Director at Integra Realty Resources. 

• Holds the two most advanced real estate appraisal designations—MAI (Member 

Appraisal Institute) and SRA (Senior Residential Appraiser)—and the highly coveted 

CCIM (Certified Commercial Investment Member).   

• Graduated from the University of Denver with a BS in Business Administration, 

majoring in Real Estate and Finance, and an MBA, with a concentration in Real 

Estate. 

 

Will Thier, Chief Operating Officer 

 

• 10+ years in commercial real estate asset and portfolio management. 

• Previously worked for the Portland Development Commission as a real estate project 

manager and at Rialto Capital as a real estate analyst.  

• Oversees Fairway’s corporate operations, including strategic planning, executive 

leadership and management, and coordinating all company activities including fund 

operations.  

• Completed undergraduate studies in mathematics at University of Washington and 

received his graduate certificate in Commercial Real Estate Development and 

master’s degree from Portland State University. 
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• Spent over a decade as an officer in the United States Air Force, leading para-rescue 

airmen on multiple overseas combat deployments where he directed theater-wide 

combat-rescue, recovery, and medevac operations. 

 

Angie Henderson, Senior Investment Coordinator 

 

• Joined Fairway in 1995 and has 25+ years of progressive experience in real estate 

and real estate loan processing, underwriting, closing, funding, servicing, and 

administration. 

• As Fairway’s Senior Investment Coordinator, she has been actively involved in 

underwriting virtually every asset in the real estate investment portfolios that 

Fairway has managed. 

• Performs due diligence on new investments and prospective Sponsors and manages 

transactional coordination for all new investments. 

• Is a voting member of Fairway’s Investment Committee and a shareholder of 

Fairway America. 

 

Fairway Affiliates 

 

Fairway America Investment Advisors, LLC, a Delaware limited liability company (“FAIA”), 

an investment adviser registered with the SEC, and an Affiliate of Fairway America, LLC, will 

act as investment adviser to the Fund pursuant to a written Investment Advisory Services 

Agreement between the GP and FAIA, a copy of which will be made available to prospective 

investors. 

 

Verivest LLC, a Delaware limited liability company and an Affiliate of Fairway America, LLC, 

provides and is expected to provide administration and tax services to the Fund. 

 

Fairway America Capital Markets Group, LLC, a Delaware limited liability company 

(“FACMG”), is expected to provide capital-raising services to the Fund through its relationship 

with North Capital Private Securities Corporation (“North Capital”).  FACMG is an affiliate of 

Fairway America, LLC. 

 

North Capital, a FINRA-registered broker/dealer, will provide capital-raising services to the 

Fund.  North Capital is affiliated with Fairway America through registered representatives 

employed by FACMG.  
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FREQUENTLY ASKED QUESTIONS 

 

This Frequently Asked Questions section summarizes and highlights some of the key 

information contained in this PPM and the Fund’s other offering documents. The summary is 

not a complete overview of the Offering and does not contain all of the information that 

Investors should consider before investing in the Fund. Investors should read the entire PPM 

thoroughly and carefully, including the section entitled “Risk Factors.” 

 

What are the differences between the two investment options? 

 

Investors lending money to the Fund will be issued Notes and shall become “Note 

Holders.” Note Holders will be lenders to the Fund on a Pari Passu basis with other Note 

Holders and have a blanket secured interest in the Fund Assets. Note Holders will be issued 

Notes to evidence their debt investments in the Fund. The Notes will be issued in registered 

form, as defined by Section 871(h) of the Code. Accordingly, foreign Investors permitted by 

the GP to purchase Notes generally should be able to qualify for the portfolio interest exception 

to U.S. taxation of U.S.-source interest income. The Note Holders’ security interest in the 

Fund Assets will be in a senior position except in circumstances where Fund Assets have been 

or are being pledged by the Fund to any Credit Facility, as discussed in greater detail below. 

Note Holders will be issued Notes at interest rates which will vary from time to time, according 

to a Note Schedule, and depending on investment amount and maturity of the Note. The Fund 

may elect to have multiple tiers of interest rates based on the amount of money lent by the 

Note Holder and duration of the maturity date, or may offer Notes at a single interest rate for 

all tiers. Note tiers (including amounts, maturities, and rates) are expected to change from 

time to time. Notes may be purchased at any time during the calendar quarter, subject to 

approval by the GP, at the interest rate and terms defined for that period on the Note 

Schedule. The Fund may prepay the outstanding principal balance and interest to any Note 

Holder at any time without penalty. Interest to Note Holders shall be paid monthly. The 

interests of the Note Holders will be represented by a Note Holder Representative who will 

initially be the GP. Each Note Holder shall be issued an IRS Form 1099 annually for any 

interest received. 

 

Investors purchasing equity interests in the Fund will, upon the Fund’s acceptance of a 

subscription and satisfaction of other conditions set forth in a Unit Subscription Agreement, 

be issued Units and become “LPs.” The Fund has a single class of Units available for LPs.  

Each LP will be issued IRS Schedule K-1 annually to report any Distributions received and any 

allocations of income or loss related to the LP’s interest in the Fund. 

 

Subject to performance of the Fund, after making investments in new Assets, and after paying 

Fund Expenses (which include the Capital Raise Fee and Onboarding Fee), the Management 

Fee to the GP, and interest to Note Holders, 100% of any remaining Excess Distributable Cash 

(as determined by the GP in its sole discretion) is distributed to the LPs pro rata, based on 

each LP’s respective Ownership Interest.  

 

The Operating Agreement gives the GP discretion to determine the timing and other aspects 

of making Distributions to the LPs.  Historically, the Fund has made five Distributions per 

year, subject to the Fund’s performance and the availability of cash for making a Distribution:  

three Distributions have occurred approximately 45 days after the end of each of the first 

three calendar quarters of each year (once the GP has calculated the income earned by the 

Fund for that period), one Distribution representing a portion of the Fund’s estimated net 

operating income for the fourth quarter of each year has occurred within approximately 45 

days after the end of the fourth quarter, and one true-up Distribution has occurred as soon 

as practicable after the Fund has closed its books for the prior year (typically around April 
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15th) reflecting the difference between the Fund’s actual realized income for the fourth quarter 

and the Distribution of estimated income made previously for that quarter.  Although the GP 

intends for the Fund to continue its historical practice with respect to the frequency and 

schedule of Distribution, this anticipated timing of Distributions may change over time in the 

sole discretion of the GP and is dependent in the first place on the Fund generating net income 

from operations.   

 

How much total debt vs. LP equity does the Fund expect to have? 

 

The Fund expects to maintain a debt-to-equity ratio in a range between 0.25:1 and 1:1. This 

ratio will include both Note Holder debt and debt associated with any Credit Facility. It will 

undoubtedly fluctuate from time to time and may be higher or lower than this range. The 

actual ratio maintained by the Fund at any given point in time shall be determined in the sole 

discretion of the GP. 

 

What is the minimum investment amount? 

 

$100,000 per unique Investor is the minimum investment, which amount may be adjusted or 

waived in the sole discretion of the GP.  

 

How Long has the Fund Been Operating?   

 

This Fund was initially created in 2017, but its history is tied to Fairway America Fund VII, LP 

(“Fund VII”), which was formed in 2014 and has been in operation since then. The Fund was 

created in order to provide an investment vehicle similar to Fund VII but exclusively for 

investors who are “qualified purchasers” (as that term is used in Section 2(a)(51) of the 

Investment Company Act).  Other than this distinction, the Fund was, initially, substantially 

similar to Fund VII, and most of the Fund’s initial investors were investors in Fund VII who 

transferred their interests in that fund to this one.   

 

Who manages the Fund and is there a “Key Man”? 

 

The GP of the Fund is Fairway America Management Group II LLC, a Delaware limited liability 

company (“FAMG II”). FAMG II has contracted with FAIA to manage the Fund’s investment 

activities.  FAIA is a Registered Investment Advisor registered with the SEC.  FAIA, however, 

does not offer investment advice to Investors in the Fund or any other individuals.  Instead, 

FAIA’s only clients are the Fund and other pooled investment funds in which Fairway has some 

management interest.  For more information about FAIA, please see the Addendum to this 

PPM.  FAIA is owned by Fairway and FAMG II is owned by Fairway, TGM, and PRAF. Matthew 

Burk is considered a Key Man. 

 

Does the GP (and/or its principals) have any skin in the game? 

 

Yes. FAMG II made an initial equity investment as an LP in Fund VII in the amount of 

$2,500,000, and then transferred that investment to the Fund as an investment in Units. The 

GP is not obligated to maintain this interest in the Fund.   

 

What happens to the Fund if the GP (or its Key Man) is not around for any reason to 

manage the affairs of the Fund? 

 

The GP recognizes that one of the main concerns of Investors in a private investment fund 

such as the Fund is what would happen in the event the GP or its Key Man is not available to 
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manage the Fund for whatever reason. Therefore, we have proactively attempted to address 

and mitigate this concern, including the following: 

 

• Under the Fund’s Operating Agreement, the GP is contractually obligated to provide 

at least one year’s notice to the LPs before being permitted to resign. Subject to 

certain limitations, LPs may also remove the GP for Cause by a vote of 80% of the 

Ownership Interest. The LPs may then, by a Majority vote or written consent, elect a 

new GP.  The GP, however, has no obligation to maintain its current ownership and 

control structure.   

• The GP has developed a written plan for an orderly liquidation (the “Orderly 

Liquidation Plan” or “OLP”) upon the occurrence of any event necessitating a 

decision to wind down the Fund’s operations. The OLP is available to Investors upon 

request. The OLP may be modified, edited, improved, and updated over time in the 

sole discretion of the GP. However, the GP shall be required to maintain a written OLP 

at all times during the life of the Fund. 

• There is a provision in the Operating Agreement instituting an immediate moratorium 

on the origination or acquisition of any new Fund Assets (other than those in progress 

for which a commitment has already been made) in the event of a death or permanent 

disability of Matthew Burk (the “Key Man”). 

 FAMG II may designate a new Key Man and submit that Key Man for approval 

by the LPs. A Majority vote of the LPs will be required to approve the new Key 

Man. 

 If no new Key Man can be determined by the GP and approved by the LPs, the 

Fund shall proceed with an orderly liquidation of Assets according to the OLP. 

• Fairway is the beneficiary of life insurance policies on the lives of its principals, in the 

amount of $3 million on Matthew Burk and $2.3 million on each of Darris Cassidy, 

Adrian Boly, Jay Zollinger, and John Wilson. These amounts are expected to be 

sufficient to provide the GP, FAMG, and Fairway with additional liquidity to be able to 

operate without duress while a new Key Man (or other executive) is identified and 

approved by the LPs or to allow the Fund to execute its OLP. 

• The GP believes that, should something happen to the Key Man, John Wilson, Darris 

Cassidy, Adrian Boly, Will Thier, Jay Zollinger, and other company executives and 

managers are fully capable of leading overall Fund operations during a moratorium or 

an orderly liquidation. They could reasonably be expected to either facilitate the 

identification of a new Key Man to be approved by LPs and to otherwise effectively 

manage the OLP. 

• Fairway’s key employees in underwriting, managing Fund Assets, and handling Fund 

Administration are very experienced and, in many cases, long-tenured with the 

company. They are thoroughly familiar with Fairway’s operations and procedures and, 

in fact, some have played a significant part in developing them over a period of many 

years. They could reasonably be expected to capably facilitate and execute the Fund’s 

OLP. 

• TGM and PRAF are managed by Patrick Terrell, who has extensive real estate, 

business, and investment experience and contacts, and who can reasonably be 

expected to provide guidance, oversight, and business acumen as necessary to assist 

the GP and Fairway in identifying and procuring a new Key Man or executing its OLP. 

 

What sort of Fund oversight and governance exists to help protect Investors? 

What can Investors expect in the way of transparency and communication? 

 

The GP believes in adhering to industry best practices as much as possible in terms of fund 

governance, oversight, transparency, and communication with Investors. While the GP has 

the flexibility to modify its practices over time to meet the needs of the Fund, we have 
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endeavored to incorporate whatever best practices we can into the Operating Agreement, and 

in the way which we manage the Fund. Among others, we accomplish this objective in the 

following ways: 

 

• The Fund is audited by outside Certified Public Accountants (“CPAs”) on an annual 

basis. The audit will be made available to Investors upon request.   

• The GP will cause the Fund to obtain CPA-prepared year-end audited financial 

statements and tax returns each year, which will be available to Investors on the 

Fund’s Investor portal and/or upon request. 

• Fairway has established and maintains a conflict committee charged with identifying, 

addressing, and mitigating conflicts of interest implicated by the operations of 

Fairway’s related entities and Affiliates, including the Fund.   

• Fairway’s majority-owned subsidiary, Verivest LLC, provides back office third-party 

fund administration services to a wide variety of real estate asset-based funds and 

syndications, and thus has robust capabilities in this area. 

• The Fund has significant control mechanisms and management and administration 

procedures delineated in writing. These procedures are written in an Operational and 

Control Procedures document (the “OCP”) and may be updated, altered, or improved 

in the sole discretion of the GP.  

• The GP has contracted with Fairway America Investment Advisors, LLC (“FAIA”), an 

investment advisor that is registered with the SEC, to provide investment advice to 

the Fund.  For more information about FAIA, please see the addendum attached to 

this PPM.   

• The Units and Notes are made available to Investors solely through North Capital, a 

Broker/Dealer that is a member of and subject to oversight by FINRA. 

• The GP may only be removed for Cause by an 80% vote of the LPs, at any time during 

the life of the Fund. The LPs then, upon removal of the GP, have the ability to approve 

a replacement GP. 

• The GP will provide LPs with frequent (typically quarterly) written communication with 

information about the Fund along with investment statements and notices of any 

Distributions and interest. 

• Meetings will be held a minimum of once per year to provide updated information and 

to engage LPs. LPs also have the ability (with a simple majority) to require the GP to 

convene a meeting (with appropriate notice) at any time. 

• Investors have secure access to an online Investor portal containing financial 

information, including financial statements and audits, copies of any recent Investor 

correspondence, and other information pertinent to the Fund, its operations, portfolio, 

and performance. The information may change from time to time, but it will be the 

goal of the GP to make the Investor portal as robust and informative as possible. 

 

How does the Fund earn revenues? 

 

The Fund expects to receive as Fund income, 100% of income received from Fund Assets, 

including distributions from any syndications and funds in which the Fund invests, any 

premium upon sale of any Fund Asset that is payable to the Fund as an investor in that Asset, 

as well as all cash generated by real property owned by the Fund, any interest collected on 

deposited funds or receivables owned by the Fund, any rent collected on any real property 

owned, and 100% of any Redemption Fees collected. Fund income does not include any Asset 

level fees collected (e.g., loan origination fees), any loan servicing fees, or any processing, 

underwriting, due diligence, or similar fees charged when evaluating potential investments 

for the Fund, nor does it include any promote payments or carried interest that Fairway or its 

Affiliates may be entitled to receive as a manager or co-manager of any Assets into which the 

Fund may invest, as a result of its capital raise activities for or in connection with other 
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sponsors, or any of the deal-level fees that Fairway and its Affiliates my receive from those 

Assets.  All of these fees will be paid directly to Fairway or its Affiliates, and not to the Fund.   

 

How do the GP and/or Fairway get paid? 

 

In addition to the 2.0% Management Fee, Fairway and its Affiliates will receive as income 

100% of any asset level fees actually collected (e.g., loan origination fees) and 100% of any 

processing, underwriting, and/or due diligence fees charged to Sponsors when evaluating 

potential investments for the Fund.  Asset level fees are expected to include loan origination 

fees (or points) on Mortgage Loans and underwriting and similar fees on direct real estate 

investments (either or both GP and LP investments), and investments into other funds.   

 

Underwriting fees may be charged directly to the Sponsor or to the entity which owns any 

real estate being invested into (which may include entities in which the Fund has an interest), 

and shall at all times be commercially reasonable, as determined by the GP.  

 

In addition, if the Fund owns any Mortgage Loans, it may engage Fairway America as loan 

servicing agent to perform servicing and collection activities on its behalf and pay a 

commercially reasonable loan servicing fee on such Assets, not to exceed 1% (annualized) of 

the unpaid principal balance of any loan being serviced. 

 

The Fund has also engaged Verivest LLC, a majority-owned subsidiary of Fairway, to perform 

fund administration services pursuant to a standard fund administration contract that Verivest 

regularly uses for other third-party clients in exchange for market rate fees. A copy of the 

contract is available for Investors upon request.  

 

In connection with capital raising and debt placement services provided by Fairway or its 

Affiliates, and its services as a manager or co-manager of a real estate asset, including any 

Asset in which the Fund may invest, Fairway and other related entities may be entitled to 

receive fees and other compensation, including asset management fees, promotes, and 

carried interests in syndications and other real estate deals.  Although the Fund will not 

typically pay these fees directly to Fairway, the Fund expects to be invested in entities that 

do pay these fees and the Fund may otherwise be impacted by Fairway’s economic interests 

in certain Fund investments.   

 

The Fund has also engaged North Capital, a FINRA member Broker/Dealer, to provide capital 

raising services for the Fund itself.  North Capital received a Capital Raise Fee of up to 1.0% 

of all Capital raised from Fund investors.  Of this amount, up to 0.8% of Capital raised is paid 

to Affiliates of the Fund and other affiliated entities that provide technology and other services 

to North Capital. 

 

Fairway also receives an Onboarding Fee in the amount of $1,250 for each individual investor 

making an investment in the Fund, $2,000 for each corporate entity (including LLCs) or trust 

that makes an investment in the Fund, and $3,000 for each individual investor who makes an 

investment in the Fund through an Individual Retirement Account.   

 

Am I being charged double fees by the Fund? 

 

No. The GP obtained the Investor approvals needed to eliminate the GP’s prior right to share 

in any EDC distributed by the Fund, effective as of January 1, 2022.  As a result, the GP does 

not receive any promotes or carried interests from the Fund based on the performance of the 

Fund.  While Fairway and its Affiliates are entitled to promotes and carried interests from 
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many of the Assets in which the Fund invests, the elimination of the GP’s sharing in EDC was 

made, in part, to avoid investments in the Fund being subject to “double fees.”  

 

Investors should understand, however, that Fairway’s Affiliates may receive management 

fees at both the Fund and the Asset level.  Specifically, while the GP is entitled to receive a 

2.0% annualized Management Fee based on the Fund AUM, as described in this PPM, Fairway 

and other Fairway Affiliates may also be entitled to receive management fees (in addition to 

promotes and carried interests) from certain of the Assets in which the Fund invests.  Fairway 

believes, however, that any management fees its Affiliates may receive from Assets in which 

the Fund invests are consistent with the management fees that would be payable to the 

managers of any Asset, affiliated or otherwise, in which the Fund may invest, and, thus, the 

impact to the Fund is the same as if the Fund were only investing in Assets managed by 

unaffiliated third parties.  Nonetheless, Investors will be subject to fees payable to Fairway 

Affiliates directly at the Fund level and indirectly at the Asset level. 

 

How will the GP underwrite the syndications and other opportunities in which the 

Fund invests, and what experience does it have in doing so? 

 

Fairway has invested in many syndications, operated several private investment funds since 

2001, and has seen hundreds (if not thousands) of syndications, funds and PPMs over many 

years. Since early 2012, Fairway and its Affiliates have also provided advice and consult 

services related to the architecture, creation, and administration of real estate asset-based 

private investment funds. Between our many years of private money lending, investing in 

syndications, operating funds, watching competing funds and Sponsors come and go, as well 

as advising, consulting, and administering other funds, we have developed deep knowledge 

and experience in the space. The Fund was created to take advantage of what we think is a 

very substantial opportunity in the middle-market commercial real estate space to become a 

highly knowledgeable investor in real estate opportunities that fall below the size that typically 

attracts institutional capital. By first vetting and choosing what we believe are honest and 

competent Sponsors, doing significant due diligence and underwriting on them and their 

deals, and finally monitoring and following them closely and regularly, we believe we will 

continue to develop a reputation as a demanding but fair and consistent source of capital for 

these non-institutional Sponsors that allows us to originate attractive investment 

opportunities for the Fund. 

 

Are there any conflicts of interest between the Fund and the GP? 

 

Yes.  As hard as we try to adhere to governance best practices, it is impossible to eliminate 

every conceivable potential conflict of interest between the GP, its various Affiliates, and the 

Fund. Although we have tried to structure the Fund with as much mutual alignment of 

interests as possible, there nevertheless are a few conflicts of interest that may be material. 

FAIA has also recently formed a formal Conflicts Committee to identify, evaluate, and mitigate 

any conflicts of interest that may arise amongst the various Fairway entities.   

 

Please see the “CONFLICTS OF INTEREST” section for more details. 

 

What do I need to do to purchase Units and become an LP? 

 

Investors who wish to purchase Units must either access an online portal maintained by the 

GP to complete the subscription process or complete and sign a Unit Subscription Agreement, 

a signature page to the Operating Agreement, an Investor Suitability Questionnaire, and such 

other documentation as is deemed appropriate by the GP (the “Unit Subscription 

Documents”), and deliver them together with a wire or ACH for the purchase price of the 
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Units to the GP. Upon completion of the online enrollment process or receipt of other 

appropriate executed documents, the Fund will immediately deposit Investor funds into its 

holding account (the “Subscription Account”), the date of which shall be the “Deposit 

Date.” Investors may execute the Unit Subscription Documents at any time throughout a 

calendar quarter. However, an investment in Units only becomes effective as an equity 

investment upon acceptance of a subscription by the Fund, and the Company’s transfer of an 

Investor’s funds into its operating account (the “Operating Account”) as of the first day of 

the calendar quarter (the “Effective Date”) immediately following the Deposit Date. The GP 

also retains discretion to admit an Investor and issue Units as of the first day of a calendar 

quarter where it concludes that doing so is fair to the Fund and the other Investors including, 

for example, when a Deposit Date is within a few business days after the first day of a new 

calendar quarter.  Investor funds held in the Subscription Account pay no interest to the 

Investor. 

 

The Company may utilize a new Investor’s deposited funds for its operations between the 

Deposit Date and the Effective Date, and without accepting such subscription or admitting an 

Investor to the Fund as an LP, by transferring all or a portion of such funds as determined by 

the GP (the date of which shall be the “Unit Funds Transfer Date”) from the Subscription 

Account to the Operating Account. Any such amounts transferred shall be treated as a loan 

to the Fund for which the Investor shall receive interest at an annualized rate determined by 

the GP for the period between the Unit Funds Transfer Date and the Effective Date. This 

interest rate may fluctuate from time to time, based on market conditions and other factors.  

The Fund will pay any accrued interest (running from the Unit Funds Transfer Date of any 

funds to the Effective Date) on funds transferred from the Subscription Account to the 

Operating Account shortly after the Effective Date. An Investor’s obligation to purchase Units 

with their full deposited amount shall be irrevocable during the time between the Deposit 

Date and the first day of the subsequent calendar quarter. 

 

Subject to the Fund’s acceptance of an Investor’s subscription, as soon after the Effective 

Date as is practicable, the Fund shall issue the appropriate number of Units, as determined 

by the GP, to the Investor at the prevailing Unit Price for any and all amounts transferred into 

the Operating Account since the Deposit Date (i.e., funds that were treated as loaned to the 

Fund between the Transfer Date and the Effective Date). On the Effective Date, the Fund shall 

also be obligated to transfer any remaining Investor funds from the Subscription Account into 

the Operating Account and subsequently issue Units at the applicable Unit Price (once 

determined), or to notify the Investor of any amounts the GP intends to let remain in the 

Subscription Account based on the Fund’s financial position or projected yields at the time or 

for other reasons in the GP’s sole discretion. Upon notice to the Investor of any such amounts 

the GP does not intend to transfer to the Operating Account and for which Units are issued, 

the Investor shall have 10 days to decide to either leave such amounts deposited with the 

Company in its Subscription Account or to have the Company return the remaining deposited 

funds in the Subscription Account to the Investor. If an Investor chooses the return option, 

the Investor shall have no further right or obligation to use these remaining deposited funds 

to purchase Units. If an Investor chooses to leave the remaining deposited funds in the 

Subscription Account, the Investor’s obligation to utilize such funds to purchase Units (and 

the Company’s right to transfer the funds to its Operating Account) shall once again be 

irrevocable, and the funds shall again be treated during each successive quarter as detailed 

in this section. 

 

How is the price of a Unit (the “Unit Price”) determined? 

 

The Unit Price as of January 1, 2022, was $1,000.  Over time, the Unit Price is expected to 

fluctuate on a quarterly basis based on changes to the collective Stated Value of the  Fund 
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Assets and in the determination of the GP. The $1,000 Unit Price as of January 1, 2022, was 

used to calculate the number of Units each Investor in the Fund received in connection with 

the consolidation of multiple Unit classes with different Unit prices and EDC splits into a single 

class of Units with one price and no EDC splits with the GP.    

 

The price of a Unit will be calculated by the GP in its sole discretion based primarily on changes 

to the total Stated Value of all Fund Assets during the prior quarter and the entire amount 

the LP Investors would be entitled to receive if the change in collective Stated Value was 

distributed to the LPs.  The GP retains broad discretion to consider other factors in determining 

the Unit Price, but will generally strive to set a Unit Price that is as fair as possible to all LP 

Investors in the Fund.  Subject to the GP’s discretion to consider other factors, as of the last 

day of each calendar quarter, the price of a Unit is calculated by dividing the amount by which 

the Stated Value of all Fund Assets changed during the prior quarter (the “Aggregate 

Change in Unit Value”) by the total number of outstanding Units and adding or subtracting 

that amount to the prior quarter’s Unit Price.  The Stated Values of each Fund Asset, as well 

as the Unit Price, are determined by the GP in its sole discretion.  In order to facilitate timely 

calculation of the Unit Price each quarter, the GP relies on a mix of actual and estimated 

information about the value of the Fund’s Assets based on the information available to it when 

calculating Stated Value and the associated Unit Price. The GP has established and follows a 

methodology for determining the Stated Value of each Asset and may modify, alter, or 

improve the methodology from time to time in its sole discretion. For more information on 

the Stated Value and the Unit Price, please see the section “Risks Specific to LPs.” 

 

Can LPs sell or transfer their Units? 

 

The Units are restricted as to sale and transfer. Generally, an Investor should not expect to 

be able to transfer any Units. Some of the factors that prevent Investors from transferring 

the Units include: 

 

• No public market exists for the Units, and one is not expected to develop; 

• Restrictions imposed by federal and state securities laws; 

• The application of the Investor suitability standards to the proposed transferees of the 

Units; 

• Restrictions regarding the potential of the Fund to become, through its limited 

partnership structure, a “publicly traded partnership” (generally an LLC or partnership 

whose interests are publicly traded or frequently transferred) under the Internal 

Revenue Code of 1986, as amended (the “Code”); and 

• The necessity of obtaining the GP’s consent, which may be withheld for any reason or 

no reason. 

 

How often are Distributions expected to be made to LPs and in what amounts? 

 

The Fund’s Operating Agreement gives the GP discretion to determine the timing and other 

aspects of Distributions to the LPs.  Currently, the GP makes five Distributions per year, 

subject to the Fund’s performance, applicable law, and the availability of cash for distribution:  

three Distributions are made approximately 45 days after the end of each of the first three 

calendar quarters of each year (once the GP has calculated the income earned by the Fund 

for that period), one Distribution representing a portion of the Fund’s estimated net operating 

income for the fourth quarter of each year is made within approximately 45 days after the 

end of the fourth quarter, and one true-up Distribution made as soon as practicable after the 

Fund has closed its books for the prior year (typically around April 15), reflecting the 

difference between the Fund’s actual realized return for the fourth quarter and the Distribution 
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of estimated income made previously for that quarter.  This  timing of Distributions may 

change over time in the sole discretion of the GP.   

 

Are Units liquid at any time? Can I redeem them whenever I want? 

 

No.  LPs will not be allowed to make a request for a redemption of their Units (a “Redemption 

Request”) during the first 24 months after an LP’s Effective Date (the “Lockup Period”). 

Notwithstanding the foregoing, Redemption Requests for reasons of financial hardship or 

emergency during the Lockup Period may be considered on a case-by-case basis, but may be 

subject to a penalty (the “Redemption Fee”) of 5% of the then current Unit Price times the 

number of Units the LP asks to be redeemed. The GP shall have no obligation to consider or 

approve any hardship Redemption Requests during the Lockup Period and shall be entitled to 

charge a higher or lower Redemption Fee based on any factors the GP deems relevant. All 

Redemption Fees charged and collected will be considered income to the Fund. 

 

After the termination of the Lockup Period, LPs will have the right to request a Redemption of 

up to a maximum of 50% of their Capital Account as of the 24-month anniversary of their 

Effective Date and up to the remaining 50% of their Capital Account at every 12-month 

anniversary thereafter (each an “Anniversary Date”). The net result of these provisions is 

that, other than in the case of hardship Redemption Requests granted by the GP in its sole 

discretion, the earliest any LP will be able to have all of their Units redeemed will be 50% of 

the LP’s Capital Account at the 24-month anniversary of the LP’s investment, and the 

remaining 50% of the LP’s Capital Account one year later.   

 

All Redemption Requests will be considered on a first come, first served basis, subject to the 

GP’s discretion to make redemptions in an order other than the order in which requests are 

received.  While the GP generally intends to honor redemption requests in the order they are 

received, it may elect to redeem investors in a different order for any reason, including 

redeeming investors with legitimate hardships first, redeeming investors with smaller 

investment amounts when the Fund does not have sufficient capital to redeem a larger 

investment amount, compliance with regulatory or other legal concerns, and any number of 

other reasons. An LP shall be required to provide the GP with a 60-day notice for any 

Redemption Request (that is, notice will be required a minimum of 60 days prior to an 

Anniversary Date). 

 

The GP shall have no obligation to grant any particular Redemption Request and shall retain 

sole discretion as to whether or not to redeem any Units. Any Units purchased by LPs via the 

Reinvestment Option shall be considered, for purposes of any Redemption Requests, to “tag 

along” with the original date of purchase of the Units for which the Reinvestment Units are 

associated. The initial Redemption of Units by any one LP may not exceed 50% of the LP’s 

total Capital Account at that time, with the remaining 50% to be redeemed no earlier than 

the following year, unless the Redemption is due to the death, disability, mental incapacity, 

or other hardship of the LP, in any case at the sole discretion of the GP. The GP may redeem 

Units Pari Passu or to any LP individually at any time at the then current Unit Price in its sole 

discretion without penalty to the GP or the Fund. The GP expects that it would honor no more 

than 10% of the Fund’s total AUM being redeemed per year. Although the Fund is not 

prohibited from using Capital invested by new Investors to fulfill other Investor’s Redemption 

Requests, it will do so only if the GP, in its sole discretion, determines not to use the new 

Capital for new investments or other purposes.  In no event will the Fund be obligated to sell 

assets or borrow money to fund any Redemption Request.   
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All of the above parameters notwithstanding, the GP will endeavor to manage the Fund in 

such a manner as to be able to accommodate Redemption Requests at any time after the 

Lockup Period and as near the requested redemption date as consistently as possible. 

 

What do I need to do to purchase a Note and become a Note Holder? 

 

Investors who wish to purchase a Note or Notes must either access an online portal 

maintained by the GP to complete the subscription process or complete and sign the Note 

Holder Subscription Agreement, a signature page to the Intercreditor Agreement, an Investor 

Suitability Questionnaire, a Note Schedule, and such other documentation as is deemed 

appropriate by the GP (collectively, the “Note Holder Subscription Documents”), and send 

them together with a wire or ACH for the purchase price of the Note to the GP. Upon 

completion of the online subscription process or receipt of the Note Holder Subscription 

Documents and payment in full of the amount indicated in those documents, the Fund will 

immediately deposit the funds received into the Subscription Account. The date of deposit of 

an Investor’s funds in to the Subscription Account shall be the “Deposit Date.” Investors 

may execute the Note Holder Subscription Documents at any time throughout a calendar 

quarter, and the applicable interest rate identified in the Note Schedule in effect as of the 

Deposit Date will be the applicable interest rate for the Note purchased by the Investor. 

However, the purchase of the Note will only become effective as of the date upon which the 

Company accepts the Note Holder Subscription Documents and transfers the Investor’s funds 

into its Operating Account (the “Note Funds Transfer Date”). On the Note Funds Transfer 

Date, the Fund will be obligated to transfer 100% of the money received from the Investor to 

its Operating Account. Investor funds deposited with the Fund earn no interest while held in 

the Subscription Account. Promptly following the Note Funds Transfer Date, the Company will 

provide the Investor with counter-executed Note Holder Subscription Documents, all of which, 

including the Promissory Note, will be dated as of the Note Funds Transfer Date. An Investor’s 

obligation to purchase a Note in the full amount indicated in the Note Holder Subscription 

Documents and delivered to the Fund shall be irrevocable until 30 days after the Deposit Date. 

If the Fund has not transferred the Investor’s deposited funds to its Operating Account within 

30 days after the Deposit Date, the GP shall inform the Investor, in writing, that it has not 

done so, and the Investor shall have 10 days to decide to either leave the money with the 

Fund in its Subscription Account or to have the Fund return the deposited funds from the 

Subscription Account to the Investor. If an Investor chooses the return option, the Investor 

shall have no further right or obligation to use these funds to purchase a Note. If an Investor 

chooses to leave the remaining deposited funds in the Subscription Account, the Investor’s 

obligation to utilize such funds to purchase Note (and the Fund’s right to transfer the funds 

to its Operating Account) shall once again be irrevocable for a period of 30 days, and the 

funds shall again be treated for the next 30 days as detailed in this section. 

 

What happens at maturity of my Note? 

 

A Note Holder shall be required to provide 60 days’ written notice to the GP of such Note 

Holder’s desire to cash-out and receive payment of outstanding principal and interest upon 

the Maturity Date (the “Cash-Out Notice”). If the Note Holder does not provide the Cash-

Out Notice at least 60 days prior to the Maturity Date, the Note, upon the Maturity Date, will 

automatically extend at the Note Rate less 1% until either (i) the Note Holder notifies the 

Fund that it wishes for the outstanding balance of the Note to be rolled over into a new Note, 

at an interest rate based on the then current Note Schedule, and such new Note is executed, 

or (ii) 60 days after the Note Holder provides a Cash-Out Notice. 
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The Fund shall also have the right to continue to make interest payments on a monthly basis 

to the Note Holder at the existing Note Rate plus 1% for up to 90 days beyond the Maturity 

Date, or up to 90 days beyond the date on which a Cash-Out Notice is given if such notice is 

given beyond the Maturity Date, whichever is later, without such continuation constituting an 

Event of Default.  Given the ongoing nature of the Offering, it is possible that cash proceeds 

to the Fund from new Capital relating to the issuance of Units or Notes may be used to satisfy 

the Fund’s Note Repayment obligations following the Maturity Date of any Note. 

 

As a Note Holder, can I sell or assign my Note? 

 

Note Holders will not have the power to sell or transfer their Notes, except upon written 

consent of the GP. It is not possible to freely allow the transfer of Notes unilaterally on the 

part of the Note Holder. The GP shall review any proposed transfer and may withhold its 

consent due to a violation or perceived violation of state or federal securities laws, ERISA 

laws, or for any other reason or no reason, in its sole discretion.   

 

Is my Note liquid at any time? 

 

No. Each Note has a defined and specific maturity date. A Note Holder may request an early 

Repayment of the Note prior to its maturity date subject to an Early Repayment Fee of 5% of 

the principal balance of the Note plus an amount derived from applying a downward interest 

rate adjustment based on the appropriate Note term from the Note Schedule which was 

executed by the Note Holder and consistent with the actual Repayment date (if applicable), 

as determined by the GP. The granting or not of the early Repayment request and the amount 

of any Early Repayment Fee charged shall be determined in the sole discretion of the GP. 

 

How often are payments on the Notes made to Note Holders? 

 

Interest on the Notes is due and payable monthly to the Note Holders, at the rate specified 

in each individual Note. 

 

Who will represent the interests of the Note Holders? 

 

Pursuant to the Intercreditor Agreement and the Subscription Agreement, the Note Holder 

appoints the GP as the initial “Note Holder Representative” or “Representative” and any 

successor Representative, as determined by the GP, as its true and lawful representative and 

attorney-in-fact in such Note Holder’s name, place, and stead to make, execute, sign, 

acknowledge, file, and record all instruments, agreements, or documents as may be 

necessary or advisable to reflect the exercise by the Representative of any of the powers 

granted to it under the Subscription Agreement and the Intercreditor Agreement. The 

Representative shall have the authority to sign all documents and take any action necessary 

to protect each Note Holder’s rights in the Security.  The Note Holders will have very limited 

rights under the Intercreditor Agreement to direct the Representative to take any particular 

action on their behalf in the event of a default of the Fund’s obligations under the Notes. As 

a result of this relationship, there may be conflicts of interest as between the Fund and the 

Note Holders on one hand, and the GP on the other hand. 

 

Can I Reinvest my Distributions or interest, as the case may be? 

 

LPs shall have the option to receive any Distributions or to use these funds to automatically 

purchase additional Units at the prevailing Unit Price, with the exception of the first monthly 

distribution after a contribution is made. The first monthly distribution shall be required to be 

reinvested into additional Units to ensure that there is not a return of Capital invested. 
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Note Holders shall have the option to receive their interest either paid to them or to use these 

funds to automatically add to their Note principal balance and thereby earn interest on an 

increasingly higher balance. 

 

Investors shall make such an election at the time of subscription and may change this election 

with a 90-day notice to the GP but not more frequently than twice per year. 

 

The GP reserves the right to terminate any Reinvestment Option at any time throughout the 

life of the Fund in its sole discretion. 

 

Who can invest in the Fund? 

 

This is a private Offering which is being made only by delivery of a copy of this PPM. Both 

U.S. and foreign Investors may invest in the Fund. 

 

Each U.S. Investor in the Fund must be an “accredited investor” as such term is defined in 

Regulation D promulgated by the SEC under the Securities Act of 1933, as amended (the 

“Securities Act”). In addition, each U.S. Investor will be required to represent and warrant 

to the Fund and GP that it meets the requirements of the foregoing definition as such are 

detailed in the Subscription Agreement(s) attached hereto. 

 

Generally, to be treated as an accredited investor, an investor must satisfy one of the 

following tests: 

 

(a) Individuals.  If the Investor is an individual, the Investor must (i) have an 

individual net worth, or joint net worth with that person’s spouse or spousal 

equivalent, of at least $1 million (for this purpose, “net worth” means the excess 

of total assets at fair market value (including personal and real property, but 

excluding the estimated fair market value of the purchaser’s primary home) over 

total liabilities), or (ii) have an individual income in each of the two most recent 

years in excess of $200,000, or joint income with the purchaser’s spouse or spousal 

equivalent in excess of $300,000 for each of the two most recent years, and in 

either case, the Investor has a reasonable expectation of reaching the same income 

level in the current year. 

(b) Entities. (i) Any corporation, limited liability company, Massachusetts or similar 

business trust, or partnership, that was not formed for the specific purpose of 

acquiring the securities offered and has total assets in excess of $5 million, 

(ii) Investment advisers registered under Section 203 of the Investment Advisers 

Act of 1940 (the “Advisers Act”) or under the laws of the various states, exempt 

reporting advisers under Section 203(m) or Section 203(l) of the Advisers Act, or 

any rural business investment company, (iii) any entity, including Indian tribes, 

governmental bodies, funds, and entities organized under the laws of foreign 

countries, that own “investments,” as defined in Rule 2a51-1(b) under the under 

the Investment Company Act of 1940 (the “Investment Company Act”), in 

excess of $5 million and that was not formed for the specific purpose of investing 

in the securities offered, (iv) any “family office” with at least $5 million in assets 

under management and its “family clients,” as those terms are defined under the 

Advisers Act, that was not formed for the specific purpose of acquiring the 

securities offered and 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 
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investment, and (v) any entity in which all of the equity owners are individuals who 

each are accredited investors. 

(c) Qualified Professionals.  Natural persons who hold certain professional 

certifications, designations or credentials, including holders in good standing of 

Series 7, Series 65, and Series 82 licenses.   

(d) Certain Trusts.  Any trust with total assets in excess of $5 million not formed 

for the specific purpose of acquiring the securities offered whose purchase is 

directed by a sophisticated person as described in Rule 506(b)(2)(ii) of Regulation 

D promulgated by the SEC under the Securities Act. 

(e) Employee Benefit Plans and Other Plans.  Any 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 million; any Employee Benefit Plan within the meaning of 

the Employment Retirement Income Security Act of 1974, as amended ("ERISA")if 

the investment decision is made by a “Plan Fiduciary,” as defined in Section 3(21) 

of ERISA, that is a bank, savings and loan association, insurance company or 

registered investment adviser, or that has total assets in excess of $5,000,000; or, 

if the Employee Benefit Plan is a self-directed plan or Individual Retirement Account 

(“IRA”), the plan or IRA has its investment decisions made solely by participants 

or beneficiaries that are accredited investors. 

(f) Other Purchasers. Other accreditation standards are described in the 

Subscription Agreement. 

Each Investor will also be required to demonstrate, to the GP’s satisfaction, that one or more 

of these criteria are satisfied in order to invest in the Fund.   

 

In addition to being an Accredited Investor, each Investor in the Fund must also be a 

“qualified purchaser,” as that term is used in Section 2(a)(51) of the Investment Company 

Act.   

 

Some of the ways an Investor can qualify as a qualified purchaser are:   

 

• Having not less than $5 million in “investments” as defined in the Investment 

Company Act, net of any debt used to acquire those investments, either as an 

individual or as a company owned by close family members; or 

• Being a company where all owners are qualified purchasers; or 

• Acting as an investment manager with no less than $25 million in assets under 

management; or  

• Being a company that holds no less than $25 million of investments. 

 

These standards are imposed by the SEC and other state securities law administrators and by 

the GP, since there are risks associated with the investment in the Units or Notes, including 

an Investor’s inability to easily liquidate the investment. The GP has the right to reject any 

potential Investor for not meeting the Investor suitability standards, or for any other reason 

or no reason in its sole discretion. 
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Other than borrowing from Note Holders, will the Fund utilize any other debt when 

originating or acquiring Fund Assets? 

 

The Fund may choose from time to time to borrow money from one or more lenders, including 

individual investors, as well as more traditional lenders like banks or other institutions (each, 

a “Credit Facility” or “Facility”) and utilize one or more Fund Assets as Collateral for any 

such borrowing. The Fund currently anticipates, however, that any Credit Facility it may utilize 

at the Fund level will be in the form of a warehouse line, which will be utilized principally as 

a temporary funding source to originate and acquire Fund Assets when capital is not otherwise 

available from Note Holders or LP Investors, or from the Funds' operations. In the GP’s 

discretion, subject to the terms of a Credit Facility, the Fund may maintain a balance on any 

Credit Facility for an indefinite period of time.  Credit Facilities may also be obtained at higher 

interest rates and on other terms that are more beneficial to the lenders than the interest 

rates and other terms available to Note Holders.   

 

The Operating Agreement grants the GP significant latitude and discretion in its ability to use 

Credit Facilities in the operation of the Fund. However, the Operating Agreement also places 

specific limitations on the use of Credit Facilities by the GP, namely: 

 

• The Fund will not provide any Facility, other than a warehouse line, with a first lien 

position on any existing Fund Assets already encumbered by Note Holder interests for 

the specific purpose of acquiring cash to accommodate LP Redemption Requests; 

• The Fund will specifically not utilize any Facility that would require it to pledge all or a 

majority of its Assets using a borrowing base formula, unless all Note Holders are first 

paid off in full; and 

• The Fund will not utilize a Facility for a warehouse line in an amount in excess of 25% 

of the total AUM at the time of procurement of that Facility, unless all Note Holders 

are paid off in full. 

 

Any Facility shall be nonrecourse to the Investors. The GP, or the Fund, or both may agree to 

provide a guaranty for a given Facility but they are not required to do so. Any Facility will 

likely have covenants that affect the Fund and the GP. 

 

What is the priority of cash flow? Who gets paid in what order? 

 

The following outlines the priority of cash payments (including Distributions)from the Fund:  

 

1. Interest and principal payments on any Credit Facility (depending on what Collateral is 

pledged to a particular Facility); 

2. Fund Expenses; 

3. GP annualized 2.0% Management Fee (paid monthly) on total AUM as of the last calendar 

day of each month, and any other fees owing to the GP or Fairway; 

4. Note Holder interest, payable monthly; 

5. Repayment of maturing Notes, if any; 

6. Any eligible Redemptions;  

7. Any available EDC, as determined by the GP, to be paid to the LPs at the end of each 

quarter. 

 

The following outlines the priority (“Liquidation Waterfall”) for the distribution of cash from 

the Fund in the event of any liquidation: 

 

1. Interest and outstanding principal balance of any Credit Facility (which may be limited to 

individual Fund Assets depending on specific Collateral for any Facility); 
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2. Liquidation and/or other Fund Expenses; 

3. GP annualized 2.0% Management Fee (paid monthly) on total AUM as of the last day of 

each calendar month, and any other fees owing to the GP or Fairway; 

4. Note Holder principal, followed by accrued Note Holder interest, all on a Pari Passu basis 

among the Note Holders; 

5. Return of LP capital on a Pari Passu basis among the LPs (or by order of priority for 

Redemption Requests, if any, in the sole discretion of the GP); 

6. Any remaining Fund Assets, as determined by the GP, to be paid to the LPs. 

 

Please refer to the OLP for more information of the Fund’s practices concerning liquidation. 

 

Do I have to pay a commission or load with my investment? 

 

The GP may charge a commission or load for the purchase of the Units or Notes from Investors 

sourced through its affiliated Broker/Dealer. The Fund may also be a party to other 

agreements that require it to pay amounts to Broker/Dealers, financial advisors, or other 

licensed parties in connection with the sale of Units or Notes. The GP shall endeavor to pay 

commercially reasonable commissions or loads but shall retain sole discretion as to the actual 

commissions it pays. Any commission or loads actually paid may be considered a Fund 

Expense and thus borne by the Fund as a whole rather than specific to any particular Investor 

or may be paid directly by specific investors. Certain employees and Affiliates of Fairway 

receive a portion of certain fees that the Fund pays to its affiliated Broker/Dealer for capital 

raising services provided to the Fund. 

 

As described elsewhere in this Memorandum (see, e.g., Summary of Terms – Additional GP 

and Affiliate Income), the Fund does pay Fairway an Onboarding Fee for each new LP making 

an investment in the Fund.  This fee is treated as a Fund Expense and is not tied to the 

amount of Capital invested, but is a fixed fee regardless of the size of an LP’s investment.   

 

What is the Maximum Offering? 

 

The Fund shall seek to raise a maximum of up to $500 million from Investors (LP and Note 

Holder capital combined), which amount may be increased in the sole discretion of the GP. 

The GP may or may not raise the full maximum during the life of the Fund. Subject to any 

limitations in the Operating Agreement, the GP shall be entitled to sell additional Units and 

issue Notes at any time and on an ongoing basis so long as it does not exceed the Maximum 

Offering, which may be increased as described above. Upon reaching the Maximum Offering, 

if there are Redemption Requests that are granted or Note Repayments that bring the Fund’s 

total capital below the Maximum Offering, the GP may again raise additional Investor Capital 

and may do so at any time during the life of the Fund up to the Maximum Offering. 

 

How long will the Fund remain open? 

 

The Fund is an open-ended “evergreen” fund with no set end date. The GP expects to originate 

and acquire Fund Assets on a frequent and ongoing basis and will continue to do so indefinitely 

until the Maximum Offering has been reached, or until the GP believes market conditions do 

not justify doing so. The GP intends generally to utilize the return of and on capital from the 

disposition of Fund Assets to originate and acquire new Fund Assets rather than return Capital 

to LPs. However, the GP expects to manage the Fund’s investments and capital structure in 

such a manner as to attempt to provide a reasonable level of capability for the Fund to 

accommodate Redemption Requests given the relatively illiquid nature of real estate-based 

investments in general. Notwithstanding the GP’s expectations for managing the Fund’s 
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investments and capital structure, in no event will the Fund be obligated to sell assets or 

borrow money to fund any Redemption Request. 

 

If the GP deems it appropriate based on evolving market conditions and dynamics, the GP 

shall cease to originate and acquire new Fund Assets and shall proceed to distribute any return 

of capital from the disposition of Fund Assets according to the OLP until all Fund Assets have 

been liquidated. The GP may choose to return capital to the LPs at any time during the life of 

the Fund. 

 

Will Investors receive a copy of the Fund’s Operating Agreement? 

A copy of the Operating Agreement is provided to LPs as part of the Unit Subscription Booklet 

and shall be made available to Note Holders upon request. In the event of any conflict between 

the terms of this PPM and the Operating Agreement, the Operating Agreement shall control. 

 

How is the Fund treated for tax purposes? 

 

The Fund is intended to be treated as a partnership for federal tax purposes. Investors 

considering a purchase of the Units or Notes should consult their own tax advisors for advice 

on any personal tax consequences that may be associated with an investment in the Units,  

Notes, or both. Also, see “Tax Aspects of Offering.” 

 

What are the potential tax advantages of an investment in the Fund?   

 

While the tax implications of an investment in the Fund will vary from Investor to Investor, 

the GP intends to manage the Fund in a manner that maximizes the potential tax benefits to 

as many Investors in the Fund as possible, which may or may not benefit an individual LP 

Investor.  Among other things, the GP intends to work with the managers of Fund Assets to 

take advantage of available tax benefits that may be generated for the Fund as an investor 

in those Assets and passed on to LP Investors through the use of depreciation, including any 

available bonus depreciation, in as many of the Assets in which the Fund invests as possible.  

Based on Fairway’s involvement in this and prior similar funds, the GP believes that doing so 

may generate material tax benefits for many Investors in the Fund.  The GP may not be 

successful, however, in achieving this objective and the Fund may not in fact generate any 

such tax benefits to Investors.  Investors should consult with their own CPA or other tax 

advisor to better understand the tax implications of an investment in the Fund.   
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DEFINITION OF TERMS 

 

The following terms shall have the meaning ascribed to them below when used elsewhere in 

this PPM with the initial letter capitalized. Other capitalized terms found throughout this PPM 

and not defined below or in the body of the PPM shall have the meaning as ascribed to them 

in the Operating Agreement: 

 

“Advisers Act” means the United States Investment Advisors Act of 1940, as amended. 

 

“Affiliates” means, with respect to any person, any other person directly or indirectly 

controlling, controlled by or under common control with such person. “Control” for 

purposes of this definition means the power, directly or indirectly, to direct or cause the 

direction of the management and policies of such person, through voting securities, 

contract rights or otherwise.  

 

“Aggregate Change in Unit Value” means the entire amount all holders of Units would be 

entitled to receive if the change in collective Stated Value during the prior quarter was 

distributed to the LPs. 

 

“AMT” or “Alternative Minimum Tax” means a supplemental income tax imposed by the 

U.S. federal government in addition to baseline income tax for certain individuals or 

corporations that have exemptions or special circumstances allowing for lower payments 

of standard income tax. 

 

“Anniversary Date” shall mean a date that is exactly 24 months from the Effective Date 

of an investment in Units and the same date every 12 months thereafter, which date shall 

always be on the first of the calendar quarter immediately subsequent. 

 

“AUM” means total Fund Assets under management. AUM shall be determined by the GP 

based on consistently applied methodology which may be updated, modified, or improved 

in its sole discretion. AUM shall not include any Fund Assets which have been “marked to 

market” for Stated Value purposes if that mark is higher than the Fund’s basis in that Fund 

Asset.  

  

“Borrowers” mean the individuals or entities who are the recipients and payors of the 

Mortgage Loans. 

 

“Broker/Dealer” means a licensed broker/dealer employed by the GP for the purpose of 

locating Investors for this Offering. 

 

“Cash-Out Notice” shall mean that 60-day notice required to be given to the GP from any 

Note Holder prior to (or after) a Note’s Maturity Date of the Note Holder’s desire to be 

cashed out of such Note. 

 

“Capital” shall mean the price paid for each LP Unit. 

 

“Capital Account” means an LP’s individual capital account in the Fund as calculated 

according to the terms of the Operating Agreement. An LP’s Capital Account is generally 

the amount of Capital contributed by the LP to the Fund and the LP’s share of the income 

and gain of the Fund, less the amount of any Distributions made to the LP by the Fund 

and the LP’s share of the losses and deductions of the Fund. 
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“Capital Raise Fee” means a fee of up to 1.0% of all Capital received from LPs.  The Fund 

pays the Capital Raise Fee to North Capital, which in turn pays a portion of the Capital 

Raise Fee, not to exceed 0.80% of all Capital raised by the Fund, to CMG, an Affiliate of 

Fairway and the GP, as reimbursement for cumulative salaries and direct expenses paid 

by CMG to registered representatives who are involved in capital raising activities for the 

Fund 

 

“Cause” means (i) the conviction of the GP or its manager of a felony or a misdemeanor 

that is highly likely to adversely affect the Company; (ii) fraud, misappropriation of 

corporate funds, or other willful acts of dishonesty with respect to the Company by the GP 

or its manager. 

 

“CMG” means Fairway America Capital Markets Group, LLC. 

 

“Code” means the Internal Revenue Code of 1986, as amended. 

 

“Collateral” shall mean the property and interests securing a Mortgage Loan, primarily real 

property. 

 

“Credit Facility” or “Facility” means any loan or line of credit to the Fund, other than 

obligations to Note Holders, including, but not limited to, warehouse lines, collateral 

pledge lines, or other short-term cash management lines, individual loans or lines of credit 

from any lender, including individuals and institutions, and any other borrowing by the 

Fund, any of which may be secured in first position by one or more of the Fund Assets, 

including all of the Fund Assets.  Credit Facilities are likely to be at higher interest rates 

and other terms more favorable to the lenders than terms available to Note Holders.   

 

“Deposit Date” means the date in which the Fund deposits an Investor’s Capital into its 

Subscription Account. 

 

“Distributions” means amounts which from time to time are distributed to holders of Units, 

at the GP’s discretion, but subject to the limitations on discretion set forth in the Operating 

Agreement. 

 

“Early Repayment Fee” means 5%, or other figure as determined by the GP, of the original 

Note principal plus the difference in Note Rate on the original executed Note Schedule 

between the Note Rate of the Note’s original Term and the Note Rate of the Note’s actual 

Term to repayment, as determined by the GP upon its acceptance of the Note Holder’s 

Repayment request. 

 

“Effective Date” means the first day of the calendar quarter immediately after, or in some 

cases, immediately prior to when an Investor has executed Unit Subscription documents 

that have been accepted by the GP and the GP has transferred the Investor’s Capital 

deposited with the Fund to the Fund’s Operating Account.    

 

“Excess Distributable Cash” or “EDC” means an amount that is equal to any remaining 

cash in the Fund after having invested in new Assets, paid out Fund Expenses (which 

includes the Capital Raise Fees and Onboarding Fees), the 2.0% (annualized) Management 

Fee to the GP, Note Holder interest, Repayment of maturing Notes, if any, or in the 

discretion of the GP, early Repayment of any Notes and  satisfaction of eligible 

Redemptions Requests, and having reserved sufficient capital for future activities of the 

Fund, as determined in the sole judgment of the GP. The EDC shall be determined 
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quarterly by the GP in its sole discretion. At each quarter end, payment of any EDC shall 

either be made or not made depending on Fund results at the discretion of the GP. 

 

“Exchange Act” means the Securities Exchange Act of 1934, as amended. 

 

“FAIA” means Fairway America Investment Advisors, LLC, a Delaware limited liability 

company and a Registered Investment Advisor. 

 

“Fairway” means Fairway America, LLC, an Oregon limited liability company. 

 

“FAMG II” means Fairway America Management Group II, LLC, a Delaware limited liability 

company. 

 

“FINRA” means the Financial Industry Regulatory Authority. 

 

“Fund,” “Fund VIIQP,” or “Company” means Fairway America Fund VIIQP, LP, a Delaware 

limited partnership. 

 

“Fund VII” means Fairway America Fund VII LP, a Delaware limited liability company.  

 

“Fund Assets” or “Assets” means any and all assets of the Fund including interests in 

syndicated real estate deals, direct equity interests or notes purchased in other funds, 

Mortgage Loans, real property, real estate-related contracts, notes receivable, cash, or 

any other asset or receivable owned by the Fund. 

 

“Fund Expenses” include, but are not necessarily limited to the following expenses incurred 

in execution of the Fund’s strategy: the Capital Raise Fee and Onboarding Fees, accounting 

related costs for tax return preparation, financial statement preparation, and audits, legal 

fees and costs, the costs of obtaining insurance coverage for actions of the GP relating to 

the operation of the Fund, filing, licensing, or other governmental fees, other third-party 

audits, fund organizational costs, fund administration costs, loan servicing fees, loan 

origination and other fees associated with any Credit Facilities, costs associated with each 

Asset, which may include capital calls made by the managers of those Assets and other 

costs associated with ownership of real property and ownership of any interests in real 

property, including but not limited to, property improvement and rehabilitation costs not 

otherwise capitalized, sales commissions, property taxes, property management, hazard 

insurance, premises and other liabilities, utilities, and any and all other expenses 

associated with operation of the Fund or management of its Assets. 

 

“General Partner” or “GP” means Fairway America Management Group II LLC, a Delaware 

limited liability company, and any other Person elected by the LPs to serve as GP of the 

Fund pursuant to the terms of the Operating Agreement. 

 

“Intercreditor Agreement” means the Intercreditor Security Agreement signed by each 

Note Holder, the GP on behalf of the Fund, and the GP as Note Holder Representative. 

 

“Investment Company Act” means the United States Investment Company Act of 1940, 

as amended. 

 

“Investor” or “Investors” means a purchaser of Units pursuant to this Offering (an “LP”), 

a purchaser of Notes pursuant to this Offering (a “Note Holder”), or both. 

 

“Investor Capital” means LP and Note Holder capital combined. 
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“IRS” means the United States Internal Revenue Service. 

 

“Key Man” means Matthew Burk or another such person as nominated by the GP and voted 

upon and accepted by the LPs. 

 

“Limited Partner” or “LP” means any person or entity holding Units who has been approved 

by the GP and is a party to the Operating Agreement. 

 

“Limited Partner Subscription Booklet” means, collectively, the online or hard copy 

versions of the Third Amended and Restated Limited Partnership Agreement of the Fund, 

as may be amended from time to time, a subscription agreement relating to the Units, 

which also contains an Investor Suitability Questionnaire, and other documents to be 

completed by Investors prior to being admitted to the Fund as a Limited Partner. 

 

“Liquidation Waterfall” means the order in which Assets will be distributed to the LPs in 

the event of a dissolution or termination of the Fund. 

 

“LTV” means the ratio of the loan amount (or unpaid principal balance) of any Mortgage 

Loan to the real property Collateral that secures that Mortgage Loan. 

 

“Lockup Period” means the 24-month period immediately following the Effective Date of 

an investment in any Unit during which an LP may not request Redemption of that Unit. 

 

“Majority” means LPs holding, in the aggregate, a percentage of the Ownership Interest 

in excess of fifty percent (50%). 

 

“Management Fee” means that 2.0% of AUM as an annual fee (payable as 0.1667% of 

AUM monthly) to be paid by the Fund to the GP. The Management Fee will be deemed 

earned daily and paid to the GP on the last day of each calendar month, based upon the 

AUM as of the payment date as calculated by the GP in its sole discretion. The Management 

Fee shall be paid by the Fund prior to making any Distributions to LPs or interest payments 

to Note Holders. 

 

“Mortgage Loans” means loans originated or acquired by the Fund (either in whole or in 

Participation Interests) from or through the GP or other referral sources, and which are 

secured by real estate. 

 

“Note” or “Notes” mean a Promissory Note or Notes issued from the Fund to a Note Holder, 

as executed by the GP. 

 

“Note Holder” means any purchaser of Note(s) pursuant to this Offering. 

 

“Note Holder Representative” or “Representative” initially means FAMG II (i.e., the GP), 

who will represent the interests of the Note Holders and any successor representative, as 

determined by the GP as its true and lawful representative and attorney-in-fact. 

 

“Note Rate” means the total interest rate payable under a Note. 

 

“Note Schedule” means the matrix summary of Note Rates and terms offered to Investors 

as modified periodically by the GP. 
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“Note Holder Subscription Documents” means the online or hard copy versions of the Note 

Subscription Agreement, a signature page to the Intercreditor Agreement, an Investor 

Suitability Questionnaire, a Note Schedule, and such other documentation as is deemed 

appropriate by the GP to complete the purchase of a Note by a Note Holder.   

 

“Offering” means the issuance of Units or Notes in the Fund pursuant to the terms of the 

PPM, the Operating Agreement, the Intercreditor Agreement, the Subscription Booklets, 

and other related documents. 

 

“Onboarding Fee” means a fee payable to Fairway in the amount of $1,250 for each 

individual investor making an investment in the Fund, $2,000 for each corporate entity 

(including LLCs) or trust that makes an investment in the Fund, and $3,000 for each 

individual investor who makes an investment in the Fund through an Individual Retirement 

Account (an “IRA”).   

 

“Opportunity” means an opportunity that is competitive with or similar to Assets in which 

the Fund ordinarily might invest. 

 

“Operating Account” means the operating account of the Fund. 

 

“Operating Agreement” or “Partnership Agreement” means the Third Amended and 

Restated Limited Partnership Agreement of the Fund, as may be amended and restated 

from time to time, as executed by the GP as well as each LP of the Fund. 

 

“Operational and Control Procedures” or “OCP” shall mean that written document created 

and maintained by the GP describing certain of its administrative policies, systems, 

processes, methodologies (including the manner in which Stated Value is calculated), and 

other procedures it follows in the operation of the Fund’s day to day business. The GP 

shall maintain a written OCP throughout the life of the Fund and shall make it available to 

Investors through the Investor portal or upon request. The GP may edit, update, modify, 

alter, or improve the OCP and its specific contents, including expanding or shrinking, at 

any time in its sole discretion. 

 

“Orderly Liquidation Plan” or “OLP” shall mean the Company’s written plan to achieve an 

orderly liquidation of its Assets without proceeding under duress in doing so, while giving 

a higher priority to maximizing the intermediate to long term recovery of its investments 

than to turning the Assets into cash in the shortest possible time frame. The GP shall 

maintain a written OLP throughout the life of the Fund and shall make it available to 

Investors through the Investor portal as part of the OCP or upon request. The GP may 

update, modify, alter, or improve the OLP at any time in its sole discretion. 

 

“Ownership Interest” means, for each LP, that percentage which is obtained by dividing 

the Units held by an LP by the total of all Units held by all the LPs. For the purposes of 

voting matters, the GP shall determine each LP’s Ownership Interest as of the record date 

established by the GP. 

 

“Pari Passu” means proportionally, at an equal pace with, and without preference over 

other Investors of the same status. 

 

“Participation Interest” shall mean an investment by the Fund in which it owns some 

undivided percentage interest in a Mortgage Loan or other Fund Asset. 
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“PPM” or “Memorandum” means this confidential disclosure document prepared to offer 

Units and Notes to certain accredited investors, as revised from time to time by the GP. 

 

“Redemption” means the Company’s payment of cash to an LP in exchange for that LP’s 

Units. There are significant restrictions on Redemption as more fully described in this PPM 

and the Operating Agreement. 

 

“Redemption Fee” means a fee in an amount equal to 5%, or other such amount as 

determined by the GP in its sole discretion, of the then current Unit Price that will be 

charged for any Units redeemed within the Lockup Period. The GP may or may not approve 

a request for a premature Redemption in its sole discretion. 

 

“Redemption Request” means a request issued by a Limited Partner for a Redemption of 

the LP’s Units. 

 

“Repayment” means a repayment by the Fund of a Note whether before or after the 

Maturity Date of the Note. 

 

“Reinvest,” “Reinvestment,” or “Reinvestment Option” each refer to an LP’s election to 

receive, and the GP’s agreement to provide, additional Units at the then current Unit Price 

in lieu of an interim, non-liquidating cash Distribution, and/or a Note Holder’s election to 

add to its Note principal balance in lieu of receiving its interest payment in cash. Any Units 

purchased by LPs via the Reinvestment Option shall be considered, for purposes of any 

Redemption Requests, to have the same purchase date (“tag along” with) the original date 

of purchase of the Units for which the Reinvestment Units are associated. 

 

“REO” means real estate owned by the Fund (and may also refer to other real property 

taken back by a lender) through a foreclosure, deed in lieu of foreclosure, or other means. 

 

“RIA” or “Registered Investment Advisor” means an investment advisor registered with 

the SEC or any one of the state securities authorities. 

 

“SEC” means the United States Securities and Exchange Commission. 

 

“Securities Act” means Securities Act of 1933, as amended. 

 

“Security” means the collateral securing the Notes. 

 

“Side Letter” means a letter agreement or other similar arrangement with one or more 

LPs or Note Holders.  Side Letters may entitle an Investor to make an investment in the 

Fund on terms other than those described in this Memorandum or the Operating 

Agreement or provide an LP with additional or different rights and benefits.   

 

“Sponsor” or “Sponsors” means a party that has been vetted and approved by the GP in 

its sole discretion as an eligible party or parties from which the Fund may originate or 

acquire Assets. 

 

“Stated Value” shall mean the figure used by the Fund as the value for each Asset it owns 

to assist in determining the Unit Price of the Units of the Fund. The Stated Value of each 

individual Fund Asset shall be determined by the GP in its sole discretion. The GP, however, 

shall establish and follow a methodology for determining the Stated Value and may 

modify, alter, or improve the methodology from time to time in its sole discretion. 
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“Subscription Account” means that certain holding account of the Fund in which Investor 

funds are deposited pending the GP’s acceptance of the Investor’s Subscription 

Documents. 

 

“Subscription Booklets” shall mean the Limited Partner Subscription Booklet and the Note 

Holder Subscription Booklet. 

 

“Target Asset” means other syndications, direct real estate investments, funds, Mortgage 

Loans, and similar real estate related Assets in which the Fund may invest. 

 

“Transfer Date” means the date after the Deposit Date and before the Effective Date, in 

which the Company transfers all or a portion of an Investor’s funds from the Subscription 

Account into the Operating Account. 

 

“Units” means a division of ownership of the Fund. 

 

“Unit Price” meant $1,000 as of January 1, 2022, but is expected to fluctuate as frequently 

as quarterly based on the collective net unrealized gain or loss attributable to fluctuations 

in the Stated Value of each Fund Asset during that quarter, as calculated by the GP in its 

sole discretion. All determinations of the Unit Price by the GP in good faith shall be 

conclusive and binding on all LPs for all purposes under the Agreement. 

 

“Verivest” means Verivest LLC (formerly known as Redwood Real Estate Administration, 

LLC), a Delaware limited liability company. 

 

OVERVIEW OF FUND ASSETS AND PORTFOLIO STRATEGY 

 

The GP will analyze and review a number of real estate asset-based investment opportunities 

on an ongoing basis. THERE IS NO GUARANTEE THAT THE FUND WILL INVEST IN ANY 

PARTICULAR ASSET OR OPPORTUNITY. FOR ANY NUMBER OF REASONS, THE FUND 

MAY DECIDE NOT TO PURSUE ANY PARTICULAR OPPORTUNITY. 

 

The strategy of the Fund is to make a significant number of investments into middle-market 

real estate asset-based syndications, direct real estate ownership opportunities, private equity 

funds with different structures and asset strategies, Mortgage Loans, and other real estate-

related Assets in various forms located throughout the United States. The Fund will focus on 

investments in individual syndications and in direct real estate-secured lending opportunities 

that are managed or co-managed by Fairway and for which a Sponsor has engaged Fairway 

to raise capital, and may invest in both credit and equity positions and in both general partner 

and limited partner interests in such opportunities.  

 

The Fund expects to invest in strategies that may include, but will not be limited to, risk 

profiles ranging from core, core plus, value-add or opportunistic real estate investments, 

including mispriced or out of favor asset types, mismanaged or underperforming real estate 

needing skilled active management, acquisitions through auctions, foreclosures, and other 

special situation, distressed or performing note acquisition, and mortgage pool funds of 

varying strategies.  

 

Assets classes in which the Fund may invest include, but will not be limited to, single-family 

residential rental properties (non-owner occupied), multifamily residential, retail, industrial, 

office, warehouse, medical, bio/life-science, data centers, self-storage, hospitality, and more, 

as well as loans or other liens secured by similar property. The value of these Assets is 

expected to vary widely but be considered “middle-market” in nature, generally ranging from 
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$5 million to $50 million in total value. Sponsors, Assets, and property are expected to be 

located mostly in primary and secondary markets throughout the United States but may also 

include much smaller markets.  
 

The Fund expects to make these investments alongside other limited partner investors, 

including investors sourced by Fairway, its Affiliates, or Sponsors, as well as other funds 

managed by the GP or its Affiliates.   

 

Underwriting Sponsors 

 

The Fund intends to underwrite Sponsors who manage the Assets in which the Fund may 

invest through various means that may include background checks, investor references, 

financial statements, portfolio analysis, site visits, asset inspection and analysis, 

documentation quality, prior performance in their specific investment types, and other types 

of due diligence used to determine character, integrity, competency, fund asset quality, and 

suitability for an investment by the Fund. The degree and scope of due diligence performed 

on any given Sponsor or investment shall be in the sole discretion of the GP.   

 

Fairway executives and personnel expect to lead numerous discussions with potential 

Sponsors to obtain a feel for a given Sponsor’s knowledge and understanding of investing in 

the middle-market real estate segment, including their understanding of their respective 

investment opportunities.  The GP will attempt to corroborate statements made by the 

Sponsor via supporting materials, such as offering materials, financial statements, investor 

communications, site inspections (both office and specific property level Assets), referrals, 

asset reports, public records, business references, and other pertinent sources.  Factors the 

GP may take into consideration when evaluating a potential Sponsor include, but are not 

limited to, the following considerations:   

• Strategy. Does the Sponsor have a compelling investment strategy based on the 

current market conditions in which the Sponsor operates?  Does the Sponsor clearly 

understand their strategies and can they articulate them? Does the strategy make 

sense? Does the Sponsor understand and respect the market cycles of their assets? 

How experienced are they? Do they have experience and competency in the 

investment type they are pursuing?  

• Leverage. How leveraged is the opportunity? What limitations are imposed, if any, on 

the Sponsor’s use of debt? What has been their historic performance and track record 

in using credit facilities or other debt instruments? 

• Fee Structure and Alignment. What fees are being paid to the manager and affiliates, 

including fees payable to Fairway Affiliates?  Are those fees fair and reasonable? Is the 

manner in which they are earned and paid aligned between the investor and manager? 

Are the appropriate behaviors incentivized? Does it compensate the manager 

adequately to ensure their solvency and motivation but not overly so based on activity 

rather than performance? 

• Administration. How does the Sponsor handle: Bookkeeping? Investor capital account 

tracking? Financial statements? Tax returns? Schedules K-1? Forms 1099? Share price 

valuations? If administration is done internally, how are their operational controls? If 

administration is outsourced, who is handling it? Is the Sponsor willing to retain 

Verivest to administer an opportunity in which the Fund invests?   

• Transparency. What type of reporting do the Sponsor provide to investors? What is 

our ability to access asset level information? 

• Background Checks. How have the principals of the Sponsor behaved in the past, both 

in personal and business life? Do they have a criminal past? Have they been sued or 

filed for bankruptcy?  If so, how often and why?  
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• Track Record. Do the Sponsor and its principals have the appropriate experience 

needed to do execute their stated strategy? Have they been successful doing similar 

real estate deals? 

• Asset Underwriting. How does the Sponsor make asset level decisions? Do they have 

a “value-investing” mindset? How do they document their underwriting? 

• Legal and Regulatory. Are the legal documents that secure the investment sound and 

valid? Do they use legal counsel to prepare all documents? 

 

These and other factors will be considered, explored, and corroborated by the GP when 

assessing potential investments with a new Sponsor. Information is not always attainable and 

its meaning is highly subjective. Although the GP expects to attempt to perform significant 

due diligence on any Sponsor the Fund would consider investing with, the GP may or may not 

be able to get access to all or any portion of this information. All investment decisions shall 

be made in the sole and absolute discretion of the GP. 

 

Target Assets 

 

The Fund intends to invest in real estate-based assets generally described as follows: 

 

• Syndicated real estate investment opportunities and direct ownership of real estate 

acquired alongside qualified Sponsors throughout the United States. The Fund may 

invest in both general and limited partner positions with Sponsors.  

• Typically, any ownership interest the Fund may take in direct real estate (either solely 

or with a Sponsor) will have senior financing associated with it. The financing will be 

intended to reduce the required equity and increase the returns, but it may also 

increase risk and impact the timing and amount of any returns to investors in the 

Fund. See the “RISK FACTORS” section for additional details. 

• Equity positions will attempt to be structured to protect the Fund’s downside risk when 

possible. Tactics to protect downside risk may include the Fund maintaining the rights 

and abilities to terminate the Sponsor (often limited to “cause”), having the Sponsor’s 

capital in subordinate position, back-loading the Sponsor’s profitability until the Fund 

has recouped its capital and profit, and/or other similar tactics. The GP may or may 

not choose to deploy any given strategy on a particular investment in its sole 

discretion. 

• The Fund anticipates that many of the Assets in which it invests will be Assets co-

managed by Fairway and a Sponsor.  Under a typical co-management structure, 

Fairway plays an active role in the structuring and management of a specific Asset, 

has access to all relevant books and records, and retains approval rights over most 

material decisions relating to the Asset.  Fairway believes that this structure can 

materially benefit the Fund as an investor in a co-managed Asset.   

• The Fund expects to focus on Assets that can be obtained at a discount to replacement 

cost and that are expected to generate an attractive total return over the life of the 

Asset relative to the risks involved in owning and operating that asset.   

• Examples of risk profiles the Fund intends to pursue include risk profiles ranging from 

core, core plus, value-add or opportunistic and delivered through various real estate 

asset classes, mispriced or out of favor asset types, mismanaged or underperforming 

real estate needing more skilled active management, acquisitions through auctions, 

foreclosures, and other special situations, and distressed or performing note 

acquisition.  

• The Fund will not invest in any unimproved land, ground-up development projects, or 

similar speculative opportunities devoid of some degree of current income, other than 

in unusual circumstances that the GP determines to be compelling enough to justify 

the additional risks associated with such investments.   
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• The Fund intends to focus on properties that are or may become income producing 

properties while the Fund owns them, even if the properties are not immediately 

income-producing on acquisition, as part of its total return strategy. Examples include, 

but are not limited to, the following property types: 

 Single-family residential rental properties (non-owner occupied) 

 Multifamily residential 

 Retail 

 Self-storage 

 Warehouse 

 Industrial 

 Office  

 Medical 

 Bio/life-science 

 Data centers 

 Hospitality 

• The Fund may own property, invest in other entities that own the real estate, or 

participate in the ownership or real property in a variety of other ways. There is no 

specific limitation on how the Fund may invest in real property or entities that own 

real property. 
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RISK FACTORS 

 

There are significant risks associated with investing in the Fund, many of which are not within 

the Fund’s or the GP’s control, and investment in the Fund is only designed for sophisticated 

investors that are able to bear the economic risk of complete loss of their investment. Prior 

to investing in the Fund, prospective Investors should read the Memorandum and the 

applicable Subscription Booklet in their entity, and perform their own analysis of the 

investment opportunities and objectives presented and discuss investing in the Fund with 

their own advisors. Prospective investors should carefully consider the following risk factors 

and potential conflicts of interest, among other factors, in making their investment decision, 

though the following discussion does not purport to be a complete enumeration or explanation 

of the risks involved in an investment in the Fund. There can be no assurance that the Fund 

will be able to achieve its investment objectives. 

 

Many of the risks described below also apply to the Fund’s activities as an investor in the 

other funds, syndications, Mortgage Loans, and other real estate deals and real estate related 

Assets in which the Fund may invest. In other words, most, if not all of the risks associated 

with investing in the Fund that are described here, are also risks associated with the Fund’s 

investments in Target Assets.  Whether or not specifically articulated in the following sections 

with respect to the Fund’s investments in Target Assets, Investors should assess the risks of 

investing in the Fund in light of the fact that each of these risks may also adversely impact 

the value of the Fund’s investments in one or more Target Assets. 

 

Risks Relating to an Investment in the Fund – General 
 

Investment Selection 

 

The success of the Fund’s investment strategy will depend on the management, skill, and 

acumen of not only the Fund’s GP, but also the Sponsors’ management of the various 

opportunities in which the Fund invests. Investors will have no opportunity to select or 

evaluate in advance any of the Fund’s investments or strategies. 

 

No Input into Fund Affairs  

 

Investors will have no right to take part in the conduct, management, operation, or control of 

the Fund or the Fund’s business. In addition, LP Investors will have extremely limited voting 

rights, which are set forth in the Operating Agreement. In particular, LP Investors can only 

remove the GP for Cause through a vote of LPs holding at least 80% of the Ownership 

Interests in the Fund. 

 

Limited Control Over Sponsors 

 

The Fund itself will have limited control over and insight into the activities of the Sponsors 

with which it invests. The Sponsors may make poor investment decisions, actively defraud 

the Fund and other investors, charge fees that reduce the benefits of a particular investment, 

and take any number of other actions that could damage the value of the Fund’s investments. 

The Fund’s ability to accurately evaluate and monitor Sponsors’ activities is necessarily limited 

by the nature of investing in deals and funds managed by others. The Fund may also have a 

limited ability to redeem or otherwise recover its investments, resulting in a loss of some or 

all of the Fund’s investments. 
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Structure of the Fund’s Investments 

 

Investing in the Fund involves substantial charges and fees that would not be present if an 

Investor directly invested in the Assets.  Although it may be possible for an Investor to directly 

invest in one or more Assets directly, an Investor’s purchase of Units or Notes does not 

represent a separate investment in any Asset. Investors should recognize that by investing 

in the Fund and not directly in any Asset, Investors will bear not only their proportionate share 

of the fees and expenses of the Fund, but also, indirectly, similar expenses and fees of the 

Assets in which the Fund owns an interest.  Some of the fees and expenses of the Assets 

borne directly by the Fund and indirectly by Investors through their investment in the Fund 

will be paid to Fairway Affiliates and not offset the Management Fee or any other Fund 

expenses.  See “Conflicts of Interest – Receipt of Other Asset Level Fees by Fairway.” 

 

Valuations of Partnership Investments 

 

The Fund’s investments will be valued periodically by the GP in its discretion for purposes of 

calculating, among other things, the Unit Price. The value assigned to an investment at a 

certain time in accordance with the Operating Agreement may differ from the value that the 

Fund is ultimately able to realize or arms’ length fair market value. In such a case, 

Management Fees paid will not be subject to reversal. 

 

Concentration of Investments 

 

The Fund intends to invest exclusively in real estate and real estate-related investments. A 

significant downturn in the real estate market could have a material adverse effect on the 

Fund’s overall financial condition that would disproportionately impact the Fund, as compared 

to the impact on investments that might occur if the Fund’s investments were diversified 

outside of the real estate industry. Further, the Fund is not required to maintain any minimum 

level of capital. As a result of losses or withdrawals, the Fund may not have sufficient funds 

to diversify its investments within the real estate market. 

 

Speculative Nature of Investment 

 

Investment in the Fund is speculative and by investing, each Investor assumes the risk of 

losing its entire investment. The Fund is solely dependent upon the GP and the Fund’s 

portfolio, both of which are subject to the risks described herein. Accordingly, only Investors 

who are able to bear the loss of their entire investment, and who otherwise meet the Investor 

suitability standards, should consider purchasing Units. 

 

Investors Not Independently Represented 

 

Fairway has engaged legal counsel to represent it in the preparation of this PPM and other 

Offering documents.  Neither the Fund nor the GP has engaged separate legal counsel in the 

preparation of this Memorandum or other Offering documents.  Legal counsel to Fairway has 

not represented, and is not representing, Investors.   

 

Limited Liquidity of Most Fund Investments 

 

Most of the Fund’s investments will be in real estate and real estate related Assets that are 

illiquid because they are privately placed, restricted, thinly traded, or otherwise. The Fund 

may not be able to liquidate those investments if the need should arise, and its ability to 

realize gains or to avoid losses in periods of rapid market activity, may therefore be affected. 

In addition, the value assigned to such Assets for purposes of determining Unit Pricing, as 
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well as net profits and net losses may differ substantially from the value the Fund is ultimately 

able to realize in an arms’ length sale at fair market value. 

 

The Fund Will Invest in Greater Risk Transactions 

 

The Fund intends to invest a material amount in Target Assets and other Sponsors that make 

loans to Borrowers that have higher risk profiles than more traditional real estate lenders. 

These opportunities are not underwritten to traditional guidelines and therefore may be riskier 

than more traditional bank type loans. By deploying its investable capital in higher risk 

transactions and Assets, the Fund may even lose the Investors’ principal. Equity interests like 

the Units are by nature also subordinate to all debt, whether secured or unsecured, and equity 

interest holders are the last to receive Distributions or proceeds of asset liquidations. 

Moreover, management agreements, compensation, and other methods for distributing 

assets from real estate operating companies and funds in which the Fund might have an 

equity interest can increase the likelihood that the Fund may not recover anything from an 

equity investment. 

 

Because a Sponsor or the GP may approve Mortgage Loans more quickly than some other 

lender or providers of capital, there may be a risk that the due diligence the Sponsor or the 

GP performs as part of its underwriting procedures would not reveal the need for additional 

precautions. If so, the interest rate the Sponsor or the GP charges and any Collateral may not 

protect the Fund adequately or generate adequate returns for the risk undertaken. 

 

Determination of Unit Prices for the Fund and the Target Assets 

 

The purchase price of the Units issued by the Fund and the price of equity interests issued by 

the Target Assets into which the Fund may invest may bear no relationship to any established 

criteria of value such as book value or earnings per Unit or any combination thereof. Further, 

the Unit Prices are not necessarily based on past earnings nor do they necessarily reflect 

current market value for the assets proposed to be acquired. The Unit Prices have not been 

determined at arm’s length and no valuation or appraisal of the Units has been prepared.  In 

addition, as a result of the subscription process described elsewhere in this PPM, the actual 

Unit Price an Investor will pay for each Unit will usually not be known at the time the Investor 

commits to make an investment.  Thus, each Investor will be committing to make an 

investment in an asset, the price of which is unknown at the time of the commitment to make 

such a purchase, and the actual price paid for Units may be higher than the Investor 

anticipates.   

 

Participation in Other Loans 

 

The Fund may participate in Mortgage Loans with other lenders. When participating in 

Mortgage Loans with other lenders, the Fund or its GP may not have control over the 

determination of when and how to enforce a default, and will often have no control over what 

assets to invest in and/or what loans to make. Depending on the term of any participation 

agreement with the other lenders, other lenders may have varied amounts of input into such 

decision-making process, including the ultimate decision-making power with regards to the 

enforcement of a default.  If the Fund participates with a lender affiliated with the GP or its 

principals, it is possible that the Fund would not be the lead lender, although the principal of 

the GP who is affiliated with the other lender will likely be the decision-making party. There 

is no certainty who will be a lead lender in a situation where the Fund participates in ownership 

of a Mortgage Loan with a nonaffiliated entity. 
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Investment in Other Private Investment Funds 

 

The Fund will have little or no control over the activities of the Target Assets into which it 

invests. Sponsors may make poor underwriting decisions, take undesirable tax positions, 

employ excessive leverage, impose redemption or other fees, or otherwise manage their 

respective investment opportunities in a manner not anticipated by the GP, or even act in a 

manner actively opposed by the GP, and they may be subject to investment and other 

restrictions that could adversely affect the value of the Fund’s investment in those 

opportunities and, therefore, the Fund’s ultimate performance. The operations of these Target 

Assets will be heavily dependent upon their respective managers and key personnel, and if 

the manager or other key personnel of the Sponsor die, resign, become legally incompetent 

or insolvent, or the Sponsor experiences other significant changes in staffing, the operations 

of the associated investment opportunity may be adversely affected. While investing in a 

variety of Target Assets can provide some measure of diversification, no assurance can be 

given that such diversification will occur, or that if it does, it will increase and not reduce the 

potential net profits to the Fund. Both the Fund and the Target Assets have expenses and 

management fees and costs that will affect the net return of the Fund. The expenses of the 

Fund (including the Fund’s pro rata share of expenses of any other funds into which the Fund 

invests) may be a higher percentage of net assets than those incurred by other investment 

funds or accounts. 
 

Investment in Troubled Assets 

 

The Fund may make investments, either directly or through its investments in Target Assets, 

in nonperforming or other troubled Assets that involve a greater degree of financial risk than 

that associated with performing or stabilized Assets. Accordingly, while such Assets may 

present an opportunity for a better return on investment than an investment in a performing 

or stabilized asset, they generally also present a greater risk that the Fund's internal rate of 

return objectives will not be realized on such an investment or that there will be a loss of 

invested capital. 

 

In addition, additional costs related to post-acquisition expenses of operation, maintenance, 

deferred maintenance, replacement of any part or portion of a facility, fixtures, or other 

assets, insurance, regulatory compliance, and other unforeseen costs, could require additional 

capital from investors. Additional costs could also include, but are not limited to, the cost of 

compliance with state and federal regulations regarding environmental compliance and 

remediation of contaminated facilities or surrounding land or water, land use, abandonment 

and remediation of facilities, and the risks and costs resulting from overlapping and potentially 

conflicting municipal, state, and federal regulations of these areas. If such costs exceed 

available resources, and investors are unable or unwilling to invest, then the Fund’s 

investment could be diluted or lost. 

 

Investment in Contingent Assets 

 

The Fund may make investments, either directly or through its investments in Target Assets, 

in contingent Assets, that is, Assets that have not yet been built, completed, installed, or 

constructed, and for which successful and complete construction along with regulatory 

compliance is required prior to the Asset maturing in value. Accordingly, while such 

investments may present an opportunity for a better return on investment than an investment 

in a fund that invests only in installed, constructed, performing, and or stabilized Assets, they 

generally also present a greater risk that the Fund's internal rate of return objectives will not 

be realized on such an investment or that there will be a loss of invested capital. 
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Insufficient Opportunities 

 

There are a number of Sponsors, both regionally and nationally, that are actively seeking real 

estate equity investment opportunities. The GP believes that there will be a sufficient number 

of high quality investment opportunities for the types of investments the Fund intends to 

make. However, increased competition among providers of equity capital could result in fewer 

available opportunities and lower investment returns. Appropriate investments meeting the 

Fund's objectives may not be readily available or available at all. The Fund, or the Target 

Assets, may expend funds in the investigation of opportunities that, after investigation, are 

determined to be unsuitable for investment. In addition, Fairway may charge the Fund 

underwriting or similar fees for investigating investment opportunities that never arise.  

Accordingly, there can be no assurance that the Fund will be able to identify and complete 

attractive investments in the future or that it will be able to invest any particular amount of 

capital. 

 

Uninsured and Underinsured Losses 

 

There is generally no insurance available or commercially reasonable to provide any coverage 

to the Fund to assist in protecting its investments from losses, including losses sustained due 

to fraud, theft, incompetence, neglect, or other mismanagement. The GP does not expect to 

be able to obtain such insurance except in rare and infrequent circumstances. 

 

When available, and not cost prohibitive, the GP will require title, fire, and casualty insurance 

on Target Assets, including real property collateralizing the Fund’s Mortgage Loans, and on 

the real properties the Fund owns directly and on the properties owned by the Target Assets 

in which the Fund invests. However, the GP may not be able to enforce such policies with the 

managers of the Target Assets and they may not be as diligent as necessary in obtaining 

appropriate coverage and/or monitoring it on an ongoing basis. As a result, there may be 

occasions in which assets in the Target Assets are underinsured or completely uninsured, 

which may cause losses to the Target Asset and/or the Fund. 

 

Furthermore, Sponsors or the Fund may underinsure property such that the total loss to the 

property cannot be covered by the insurance provided, and the Fund does not intend to obtain 

or require the Sponsors to obtain insurance to cover such a loss. Moreover, there could be a 

gap between the time a Borrower fails to pay the insurance premium or otherwise, which 

causes an insurance policy to be canceled, and the time that the fund detects such a 

cancellation. If such a policy gap occurs, the Sponsor would not be insured and would 

experience significant loss in the Collateral for its Mortgage Loan. 

 

The GP and the Sponsors may also, but are not required to, arrange for earthquake and/or 

flood insurance. However, there are certain types of losses (generally of a catastrophic nature) 

which are either uninsurable or not economically insurable, such as losses due to war, floods, 

or mudslide. If any such disaster occurs, the Fund could suffer a loss on the uninsured 

property or loan held by it or a Sponsor, including through a Target Asset. 

 

Reasonable Efforts Offering 

 

This Offering is being conducted on a “reasonable efforts” basis by the GP only. No guarantee 

can be given that all or any specific amount of the securities will be sold, or that sufficient 

proceeds will be available to conduct successful operations. Receipt of a relatively small 

amount of capital contributions may reduce the ability of the Fund to spread investment risks 

through diversification of its portfolio. 
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No Guarantee of Profitability 

 

The GP anticipates that revenues will be sufficient to create net profits for the Fund. However, 

there can be no assurance that revenues will be sufficient for such purpose. Although the GP 

believes in each investment’s economic viability, there can be no guarantee that the 

investments will be profitable to the extent anticipated. Poor performance by a few of the 

investments could significantly affect the total returns to Investors. 

 

No Guaranteed Return of Investor’s Capital Contributions 

 

The investments offered hereby are speculative and involve a high degree of risk. There can 

be no guarantee that the Fund will realize any return on its investments in any Asset, or that 

an Investor in the Fund will realize a substantial return on that investment, or any return at 

all, or that the Investor will not lose the entire investment. For this reason, each prospective 

Investor should read this PPM and all documents in the applicable Subscription Booklet 

carefully and should consult with his/her or its own legal counsel, accountant(s), or business 

advisor(s) prior to making any investment decision. 

 

Borrowing by the Fund 

 

In addition to the Fund’s issuance of Notes up to the amounts described in this Memorandum, 

the Fund may choose from time to time to borrow money from one or more lenders, including 

institutional lenders and smaller, or even individual, investors (a “Credit Facility” or 

“Facility”) and utilize one or more Fund Assets as Collateral for any such borrowing. The Fund 

currently anticipates, however, that any Credit Facility it may utilize at the Fund level will be 

in the form of a warehouse line, which will be utilized principally as a temporary funding 

source to originate and acquire Target Assets, although the GP can elect to maintain a positive 

balance on any Credit Facility indefinitely. The Operating Agreement grants the GP significant 

latitude and discretion in its ability to use Credit Facilities in the operation of the Fund. 

However, the Operating Agreement also places specific limitations on the use of Credit 

Facilities by the GP, namely: 

 

• The Fund will not provide any Facility, other than a warehouse line, with a first lien 

position on any existing Fund Assets already encumbered by Note Holder interests for 

the specific purpose of acquiring cash to accommodate LP Redemption Requests; 

• The Fund will specifically not utilize any Facility that would require it to pledge all or a 

majority of its Assets using a borrowing base formula, unless all Note Holders are first 

paid off in full; and 

• The Fund will not utilize a Facility for a warehouse line in an amount in excess of 25% 

of the Fund’s total AUM at the time of procurement of that Facility, unless all Note 

Holders are first paid off in full. 

 

Any Facility shall be nonrecourse to the Investors. The GP and/or the Fund may agree to 

provide its Guaranty for a given Facility but is not required to do so. Any Facility will likely 

have covenants that affect the Fund and the GP. 

 

Although the purpose of leverage is to provide flexibility and additional liquidity options to the 

Fund, reduce required LP equity, as well as potentially increase the overall LP return, its use 

is inherently risky and can instead increase the risk of loss. 
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Governmental Regulation 

 

The industry in which the Fund will become an active participant may be highly regulated at 

both state and Federal levels, both with respect to its activities as an issuer of securities and 

its investing activities. Some of these regulations are discussed in greater detail below under 

“U.S. Securities Laws and Foreign Investors,” “Compliance with Anti-Money Laundering 

Requirements,” “Compliance with New Laws and Regulations,” “Usury Risk,” “Risk that the 

Fund May Become Subject to the Provisions of the Investment Company Act of 1940,” “Risk 

that the GP May Become Subject to the Provisions of the Investment Advisers Act of 1940,” 

“The Fund’s Reliance on Exclusions from the Investment Company Act May Impact Certain 

Investment Decisions,” and “Recent and Anticipated Legislative and Regulatory Activity.”  The 

Fund or the Fund Assets may be subject to governmental regulations in addition to those 

discussed in this PPM, and new regulations or regulatory agencies may develop that affect the 

Fund’s operations and ability to generate revenue. The Fund will attempt to comply with all 

applicable regulations affecting the markets in which it operates. However, such regulation 

may become overly burdensome and therefore may have a negative effect on the Fund’s 

ability to perform as illustrated. 

 

Ministerial Errors and Omissions 

 

Any clerical mistakes or errors in the PPM should be considered ministerial in nature and not 

a factual misrepresentation or a material omission of fact. 

 

U. S. Securities Laws and Foreign Investors 

 

The offer and sale of the Units and Notes will not be registered under the Securities Act or 

the laws of any applicable state pursuant to an exemption from the registration requirements 

of the Securities Act, and the securities laws of certain states. Each Investor must furnish 

certain information to the GP and represent, among other customary private placement 

representations, that it is acquiring its Units or Notes for investment purposes and not with a 

view towards resale or distribution. The acquisition of Units or Notes by each Investor also 

must be lawful under applicable state securities laws or the laws of the applicable foreign 

jurisdiction if the Investor is a non-U.S. person. 

 

The Units and Notes have not been, and will not be, registered under the Securities Act. 

Accordingly, the United States securities laws impose certain restrictions upon the ability of 

an LP to transfer such Units, or a Note Holder to assign such Notes. Neither Units nor Notes 

may be offered, sold, transferred, or delivered, directly or indirectly, unless (i) such Units or 

Notes are registered under the Securities Act and any applicable state securities laws, or (ii) 

an exemption from registration under the Securities Act and any applicable state securities 

laws is available. Moreover, there will be no liquid, public market for the Units or Notes, and 

none is expected to develop. 

 

Further, Units or Notes may not be offered, sold, transferred, assigned, or delivered, directly 

or indirectly, to any “Unacceptable Investor.” Unacceptable Investor means any person who 

is known to be a: 

 

(a) person or entity who is a “designated national,” “specially designated national,” 

“specially designated terrorist,” “specially designated global terrorist,” "foreign terrorist 

organization,” or “blocked person” within the definitions set forth in the Foreign Assets Control 

Regulations of the United States Treasury Department, 31 C.F.R., Subtitle B, Chapter V, as 

amended; 
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(b) person acting on behalf of, or an entity owned or controlled by, any government 

against whom the United States maintains economic sanctions or embargoes under the 

Regulations of the United States Treasury Department, 31 C.F.R., Subtitle B, Chapter V, as 

amended--including, but not limited to--the “Government of Sudan,” the “Government of 

Iran,” the “Government of Cuba,” the “Government of Syria,” and the “Government of 

Burma”; or  

 

(c) person or entity subject to additional restrictions imposed by the following 

statutes or Regulations and Executive Orders issued thereunder: the Trading with the Enemy 

Act, the Iraq Sanctions Act. Pub. L. 101-5 13, Title V, §§ 586 to 586J, 104 Stat. 2047, the 

National Emergencies Act, 50 U.S.C. §§ 1601 et seq., the Antiterrorism and Effective Death 

Penalty Act of 1996, Pub. L. 104 132, 110 Stat. 1214 1319, the International Emergency 

Economic Powers Act, 50 U.S.C. §§ 1701 et seq., the United Nations Participation Act. 22 

U.S.C. § 287c, the International Security and Development Cooperation Act, 22 U.S.C. § 

2349aa-9, the Nuclear Proliferation Prevention Act of 1994, Pub. L. 103 236, 108 Stat. 507, 

the Foreign Narcotics Kingpin Designation Act, 21 U.S.C. §§* 1901 et seq., the Iran and Libya 

Sanctions Act of 1996, Pub. L. 104 172, 110 Stat. 1541, the Cuban Democracy Act. 22 U.S.C. 

§§ 6001 et seq., the Cuban Liberty and Democratic Solidarity Act. 22 U.S.C. §§ 6021-91, and 

the Foreign Operations, Export Financing and Related Programs Appropriations Act, 1997, 

Pub. L. 104 208, 110 Stat. 3009 172, or any other law of similar import as to any non-U.S. 

country, as each such Act or law has been or may be amended, adjusted, modified, or 

reviewed from time to time. 

 

In the event of a registered public offering of Units in the U.S., the Fund would become subject 

to the reporting obligations under the Securities Exchange Act of 1934, as amended (the 

“Exchange Act”). Under such circumstances, Investors that own more than 5% of the Fund’s 

outstanding Units may be obligated to make certain information filings with the Commission 

pursuant to the Exchange Act. Each prospective Investor is advised to consult with its own 

legal advisor regarding the securities law consequences of ownership of Units if the Units 

become subject to the Exchange Act. 

 

No Investment Advice is Being Offered or Provided to Investors 

 

Although FAIA is a Registered Investment Advisor registered with the SEC, neither FAIA nor 

any other Affiliate of Fairway or the GP is registered for purposes of offering investment advice 

to potential Investors in the Fund.  Instead, FAIA’s client is the Fund itself (in addition to  

other funds affiliated with Fairway that FAIA advises).  For more information about FAIA, 

please see the Addendum attached to this PPM.  In any event, each prospective Investor must 

rely on its own advisors and professionals for advice about any investment in the Fund.    

 

Compliance with Anti-Money Laundering Requirements 

 

The Fund may be subject to certain provisions of the USA PATRIOT Act of 2001 ("the Patriot 

Act"), including, but not limited to, Title III thereof, the International Money Laundering and 

Abatement and Anti-Terrorist Financing Act of 2001 ("Title III"), certain regulatory and legal 

requirements imposed or enforced by the Office of Foreign Assets Control (“OFAC”) and other 

similar laws of the United States. In response to increased regulatory concerns with respect 

to the sources of the Fund’s capital used in investments and other activities, the GP may 

request that Investors provide additional documentation verifying, among other things, such 

Investor’s identity and source of funds to be used to purchase Units or Notes. The GP may 

decline to accept a subscription if this information is not provided or on the basis of the 

information that is provided. Requests for documentation and additional information may be 

made at any time during which an LP holds Units or a Note Holder holds a Note or Notes. The 
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GP may be required to report this information, or report the failure to comply with such 

requests for information, to appropriate governmental authorities, in certain circumstances 

without informing an LP or Note Holder that such information has been reported. The GP will 

take such steps as it determines are necessary to comply with applicable law, regulations, 

orders, directives, or special measures, including, but not limited to, those imposed or 

enforced by OFAC, the Patriot Act, and Title III. Governmental authorities are continuing to 

consider appropriate measures to implement anti-money laundering laws and at this point it 

is unclear what steps the GP may be required to take; however, these steps may include 

prohibiting an LP from making further contributions of capital to the Fund, or Note Holder 

from lending further monies to the Fund, depositing Distributions or interest to which such LP 

or Note Holder would otherwise be entitled into an escrow account or causing the withdrawal 

of such Investor from the Fund. 

 

Compliance with New Laws and Regulations 

 

The Dodd-Frank Wall Street Reform and Consumer Protection Act or the Dodd-Frank Act, was 

signed into law in the U.S. in 2010. Among other things, the Dodd-Frank Act created a 

Financial Services Oversight Council to identify emerging systemic risks and improve 

interagency communication, created a Consumer Financial Protection Agency authorized to 

promulgate and enforce consumer protection regulations relating to financial products, which 

affects both banks and nonbank finance companies, imposed a comprehensive new regulatory 

regime of financial markets, including derivatives and securitization markets and created an 

Office of National Insurance within Treasury. Some of the new rules and regulations 

promulgated under the Dodd-Frank Act are still being implemented and it is unforeseeable 

what the final form of these rules will be when implemented by the respective agencies.  

Compliance with existing rules and regulations by investment advisers and private funds have 

already resulted in higher costs, such as the additional cost of higher deposit insurance and 

the costs of compliance with disclosure and reporting requirements and examinations by 

regulatory agencies.  Additionally, it is unforeseeable whether there will be additional 

proposed laws or reforms that would affect the U.S. financial system or financial institutions, 

including the Fund, whether or when such changes may be adopted, how such changes may 

be interpreted and enforced, or how such changes may affect the Fund. The SEC has recently 

been scrutinizing the private fund industry and additional rules aimed at further regulating 

private investments funds are likely to be imposed.  The implementation of additional rules 

and regulations under Dodd-Frank or any other federal or state laws regulating the operations 

of private investment funds, their offerings of securities, and investment fund managers 

generally could impose more burdensome compliance obligations on the GP, the Fund, and 

FAIA and have a significant impact on the Fund’s business, financial condition, and results of 

operations. For example, bankruptcy legislation could be enacted that would hinder the ability 

to foreclose promptly on defaulted mortgage loans or permit limited assignee liability for 

certain violations in the mortgage origination process, any or all of which could adversely 

affect the Fund’s business or result in the Fund and/or the GP being held responsible for 

violations in the mortgage loan origination process even were the Fund was not the originator 

of the loan. 

 

New laws, regulations, and programs at the federal, state, and local levels that seek to 

address the economic climate and real estate and other markets, and to impose new 

regulations on various participants in the financial system, are increasingly under 

consideration by federal, state, and local governmental and regulatory authorities. It is 

unforeseeable the effect that new laws and regulations or actions implemented or taken by 

governmental and regulatory authorities will have on the Fund’s business, results of 

operations, and financial condition. Further, the failure of these or other actions and the 
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financial stability plan to stabilize the economy could harm the Fund’s business, results of 

operations, and financial condition. 

 

Audited Financial Statements 

 

Although the Fund intends to have its financial statements audited by a qualified CPA each 

year, due to the nature of the Fund’s investments, the Fund may be unable to obtain an “audit 

opinion,” including a qualified opinion, from a CPA.  Any reliance on the Fund’s audited 

financial statements must be qualified by a recognition that those statements may not contain 

a CPA’s audit opinion.  Although we do not anticipate that doing so will have any negative 

impact on the value or results of the audit, in order to take advantage of potential cost savings 

and other efficiencies, and in light of the anticipated overlap in Assets between the two funds, 

the GP may elect to have the Fund audited jointly with Fund VII or other offerings made by 

or through Fairway or its Affiliates. 

 

Conflicts of Interest Risks 

 

The GP, its principals, and its Affiliates are subject to various conflicts of interest in managing 

the Fund. The Fund will pay the GP and various Affiliates substantial fees that are not 

determined by arm’s length negotiations.  

 

The Fund does not have or expect to have its own officers, directors, or employees. The GP 

and FAIA supervise and control the business affairs of the Fund, locate investment 

opportunities for the Fund, raise capital for the Fund, administer the financial affairs of the 

Fund, and render certain other services. The GP is required to devote only such time to the 

Fund’s affairs as may be reasonably necessary to conduct the Fund’s business. The GP, its 

Affiliates and principals, may be managers or general partners of other companies (some of 

which may directly compete with the business of the Fund), including the Target Assets, and 

have other business interests of significance. These conflicts are described in greater detail 

under the section of the Memorandum “Conflicts of Interest” below. 

 

The Fund will pay a monthly Management Fee to the GP of 2.0% (annualized) of the total 

collective AUM as determined on the last day of each month. Given that the Management Fee 

is calculated off the AUM, a potential incentive exists for the GP to inflate the AUM in order to 

increase the Management Fee (although the definition of AUM specifically excludes any “mark 

to market” of Assets that increase the Stated Value). In this regard, the interests of the GP 

and the LPs are in conflict. The interests of the LPs and those of other entities in which the 

GP has an interest may conflict, and the GP may not resolve such conflicts in a manner that 

best serves the interests of either the Fund or the LPs in the opinion of the LPs. 

 
The Fund will also pay Fairway and other Affiliates of the GP various fees described in this 

PPM that are not negotiated at arms’ length.  While the GP believes that all fees paid are 

commercially reasonable and fair to the Fund and its Investors, this opinion may be 

unintentionally influenced by the relationships between Affiliated entities and the motivation 

for each Affiliate to generate fees.  Because the Fairway Affiliates are entitled to additional 

fees and incentive compensation from certain Assets in which the Fund invests, the GP has 

an incentive to invest in such Assets as opposed to other Assets managed by unaffiliated third 

parties.  The decision as to what Assets are acquired by the Fund will be made by the GP in 

its sole discretion. 

 

The capital raising activities or debt placement services of Fairway’s Affiliates also create 

additional conflicts.  Through its relationship with a licensed Broker/Dealer, Fairway or an 

Affiliate charges the Fund and Sponsors fees to raise capital for them. Fairway or an Affiliate 



 
 

 59  
CONFIDENTIAL 
Private Placement Memorandum dated April 1, 2022 

charges Sponsors fees to source debt, including debt used for the same projects in which the 

Fund may invest.  In connection with those activities, Fairway may be entitled to receive 

carried interests and similar financial benefits from transactions brokered by Fairway 

Affiliates.  The Fund and other Fairway entities may also invest in those same transactions 

and, as a result, the Fund may pay a portion of capital raising fees that are ultimately paid to 

Fairway and its financial interests may be impacted by Fairway’s and its Affiliates’ interests in 

those transactions.    

 

The GP may also sponsor and manage the formation of other investment groups like the Fund 

to invest in assets similar to the Fund’s Target Assets. When considering each Asset, 

therefore, the GP will have to decide which client or fund it will choose to originate or hold the 

Asset. This will compel the GP to make decisions that may at times favor persons other than 

the Fund. The Operating Agreement exonerates the GP from liability for investment 

opportunities given to other persons. 

 

Risk of Additional Investors 

 

The Fund is open-ended, which means it does not have restrictions on the amount of Units or 

Notes the Fund will issue. If demand is high enough, the Fund may continue to issue Units or 

Notes no matter how many Investors there are (subject to any regulatory limitations). While 

this Offering is for up to a maximum amount of $500 million, this amount may be increased 

at any time in the sole discretion of the GP. Additional Units and Notes may be sold from time 

to time to the GP, its Affiliates, new Investors, or current Investors that choose to exercise 

their Reinvestment Option. As additional Units or Notes are issued, the increase in Units or 

Notes may reduce the amounts the Fund has available to make Distributions to any one 

Investor, as Distributions will need to be distributed amongst more Units or Notes. The Fund 

intends to only accept additional capital to the extent it will result in additional yields sufficient 

to provide for the associated Distributions, but the Fund cannot assure Investors that this will 

happen. In addition, subsequent sales may be at a Unit Price higher or lower than the current 

Unit Price, or on terms that are more or less favorable to the Note Holders than under the 

current Note Schedule. Since all Units and Notes are Pari Passu however, Investors that paid 

different amounts may be entitled to similar returns. 

 

The Offerings of Units and Notes Are Not Registered With the Securities and 

Exchange Commission or State Securities Authorities 

 

The Offering of the Units (whether those offered by the Fund or any fund in which the Fund 

will invest) and the Notes are not, and will not be, registered under the Securities Act or under 

any state securities laws. The Units and Notes are being offered and sold in reliance upon 

various exemptions from the registration requirements of the Securities Act and state 

securities laws applicable only to offers and sales to prospective Investors meeting the 

suitability requirements set forth herein. 

 

Because the Offering of the Units (whether those offered by the Fund or any fund in which 

the Fund will invest) and Note are private offerings and not registered under federal or any 

state securities laws, prospective Investors will not have the benefit of any review of this 

Memorandum (or any Memorandum prepared by any entity in which the Fund may invest) by 

the SEC or any state securities commission. The terms and conditions of the Offerings may 

not comply with the guidelines and regulations that are applicable to  offerings of securities 

that are required to be registered and qualified with those agencies. 
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Private Offering Exemption - Limited Information 

 

Since the Offering of the Units is a nonpublic offering and the Units are only being offered to 

Accredited Investors (as defined in Rule 501 of Regulation D promulgated under the Securities 

Act), certain information that would be required if the Offering were it not so limited has not 

been included in this Memorandum and will not be obtained by the Fund, including, but not 

limited to, audited financial statements for the Fund. Thus, you will not have this information 

available to review when deciding whether to invest in a Unit. 

 

Risks Related to the Fund’s Investment Strategy of Investing with Sponsors That 

Employ Real Estate Asset-Based Business Models 

 

General Real Estate Risks 

 

As a result of its investments in the real estate market, the Fund will be subject to the risks 

that generally relate to investing in real estate. Real estate historically has experienced 

significant fluctuations and cycles in performance that may result in reductions in the value 

of the Fund’s real estate related investments. The performance and value of investments by 

the Fund and by the Sponsors, once originated or acquired, will depend upon many factors 

beyond the Fund and the Sponsors’ control. The ultimate performance and value of the 

investments are subject to the varying degrees of risk generally incident to the ownership 

and operation of the properties in which the Fund invests, directly and indirectly, and which 

collateralize or support those investments. 
 

The ultimate performance and value of the Fund’s investments will depend upon, in large 

part, the GP and each Sponsor’s ability to effectively manage and operate Fund Assets given 

each Sponsor’s particular real estate asset-based strategy. It will also depend on the Fund 

and each individual Sponsor’s and/or Borrower’s ability to operate any given property or asset 

so that it produces sufficient cash flows necessary to pay the interest and principal and/or 

Distributions due on its Mortgage Loans and investments and/or to recover the equity 

investment in the case of default and/or REO. Revenues and cash flows may be adversely 

affected by: changes in national or local economic conditions; changes in local real estate 

market conditions due to changes in national or local economic conditions or changes in local 

property market characteristics, including, but not limited to, changes in the supply of and 

demand for competing properties within a particular local property market; competition from 

other properties offering the same or similar services; changes in interest rates and the credit 

markets which may affect the ability to finance, and the value of, investments; the ongoing 

need for capital improvements, particularly in older building structures; changes in real estate 

tax rates and other operating expenses; changes in governmental rules and fiscal policies, 

civil unrest, acts of God, including earthquakes, hurricanes, and other natural disasters, acts 

of war, or terrorism, which may decrease the availability of or increase the cost of insurance 

or result in uninsured losses; changes in governmental rules and fiscal policies which may 

result in adverse tax consequences, unforeseen increases in operating expenses generally or 

increases in the cost of borrowing; decreases in consumer confidence; government taking 

investments by eminent domain; various uninsured or uninsurable risks; the bankruptcy or 

liquidation of major tenants; adverse changes in zoning laws; the impact of present or future 

environmental legislation and compliance with environmental laws; the impact of lawsuits 

which could cause the Fund or any Target Asset to incur significant legal expenses and divert 

management’s time and attention from the day-to-day operations of the fund; and other 
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factors that are beyond the Fund and each Target Asset’s control and the control of the 

property owners. 

 

Any of the foregoing factors as well as others could adversely impact the return on and cash 

flows and values of the Fund’s investments. In addition, property values can decline below 

their acquisition price or below their appraised, assessed, or perceived values after the 

acquisition. Appraisals, if obtained, are only the appraiser’s opinion of the property values at 

a given point in time. Material declines in values could result in subsequent losses. Any 

investments may be difficult to sell in an efficient and expeditious manner, and there can be 

no assurance that there will be a ready resale market if or when a fund finds it necessary or 

otherwise elects to sell such investments. 

 

Risk of Default on Mortgage Loans / Nonperforming Mortgage Loans 

 

The Fund anticipates investing with Sponsors who employ an investment strategy that 

includes the acquisition or origination of Mortgage Loans that are subject to the risk of default, 

and may also directly acquire or originate such Mortgage Loans. When a Sponsor acquires or 

originates a Mortgage Loan, or thereafter, that Mortgage Loan may be nonperforming for a 

wide variety of reasons. Such nonperforming Mortgage Loans may require a substantial 

amount of workout negotiations and/or restructuring, which may entail, among other things, 

a substantial reduction in the interest rate, a substantial write-down of the principal of such 

Mortgage Loan, and/or the necessity of purchasing senior loans to protect the fund’s interest 

in its investment. 

 

The Mortgage Loans may become uncollectible or subject to a reduced return due to any 

voluntary or involuntary bankruptcy, insolvency, or similar proceeding affecting any of the 

Fund’s or a Sponsor’s Borrowers or guarantors. It is possible that the GP or a Sponsor may 

find it necessary or desirable to foreclose on Collateral securing one or more Mortgage Loans. 

The foreclosure process will vary from jurisdiction to jurisdiction and can be lengthy and 

expensive. Borrowers often resist foreclosure actions by asserting numerous claims, 

counterclaims, and defenses against the holder of a Mortgage Loan, including, without 

limitation, lender liability claims and defenses, even when such assertions may have no basis 

in fact, in an effort to prolong the foreclosure action. During the foreclosure proceedings, a 

Borrower may have the ability to file for bankruptcy or its equivalent, potentially staying the 

foreclosure action and further delaying the foreclosure process. Foreclosure litigation may 

create a negative public image of the Collateral property and may result in disrupting ongoing 

leasing and management of the property. The Collateral value could also be negatively 

impacted if a defaulting Borrower were to damage the property, negligently or intentionally, 

while still in possession. Even if foreclosure can be avoided and a restructuring were 

successfully accomplished, a risk exists that, upon maturity of such Mortgage Loan, 

replacement “takeout” financing will not be available. 

 

In certain circumstances, the Fund or a Sponsor may lose priority of its liens to mechanic or 

materialmen’s liens, by reason of the Borrower’s wrongful acts or the priority allowed to 

certain tax liens. It is possible that the total amount recovered by the Fund or a Sponsor has 

invested, upon default, may be less than the total amount of a Mortgage Loan, with resultant 

losses. In some circumstances, the Fund or a Sponsor may pursue deficiency judgments 

against Borrowers, if available. Many Mortgage Loans will be general obligations of the 

Borrower or principals of the Borrower. Properties held as Collateral and foreclosed upon may 

not generate sufficient income from operations to meet associated expenses. In addition, 

operation of foreclosed properties may require the Fund or a Sponsor to spend money for an 

extended period, and subsequent income and capital appreciation from the foreclosed 

properties may be less than competing investments. 
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The Fund or a Sponsor may be required to rely totally on its interest in the Collateral for 

repayment of a Mortgage Loan. The value of the Collateral may be affected by general or local 

economic conditions, neighborhood values, interest rates, real estate tax rates and other 

operating expenses, the possibility of competitive overbuilding and of the inability to obtain 

or maintain full occupancy of the properties, governmental rules and fiscal policies, acts of 

God or casualties for which insurance is not available or obtainable for commercially 

reasonable premiums, and other factors which are beyond the Fund or the Sponsor’s control. 

 

The Fund or a Sponsor may require transaction analysis reports for environmental screening 

or other environmental reports on the proposed Collateral, which reports may not reveal 

actual conditions and risks associated with the Collateral. The presence of hazardous 

substances on such Collateral may subject a fund to substantial liability for the cost of removal 

and/or treatment, reduce the value of the Collateral or make it unmarketable. That cost may 

substantially exceed the value of the Collateral involved. 

 

Further, under U.S. law, investments in properties or loans operating under bankruptcy laws 

are, in certain circumstances, subject to certain additional potential liabilities that may exceed 

the value of the Sponsor’s original investment therein. In addition, under certain 

circumstances, payments to the Target Asset or to the Fund, and Distributions by a Sponsor, 

or the Fund, to its LPs may be reclaimed if any such payments or Distributions are later 

determined to have been fraudulent conveyances or preferential payments under applicable 

law. 

 

A Fund or a Sponsor May Have Difficulty Protecting its Rights as a Secured Lender 

 

Although the Fund will strive to invest in Target Assets with documents that will enable the 

Fund or a Sponsor to enforce commercial arrangements with Borrowers and other 

counterparties, the rights of Borrowers, counterparties, and other secured lenders may limit 

the practical realization of those benefits. For example: 

 

• Judicial foreclosure is subject to the delays of protracted litigation. Collateral may 

deteriorate and decrease in value during any delay in foreclosing on it. 

• A Borrower’s right of redemption during foreclosure proceedings can deter the sale of 

the Collateral and can for practical purposes require the Fund or a Sponsor to manage 

the property. 

• The Fund and each Sponsor will be making loans or other investments in different 

states, with varying foreclosure laws, procedures, and timelines. Depending on the 

state in which an asset is located, there may be more or less time, effort, and cost 

associated with foreclosing on Mortgage Loans or on any other interests obtained in 

real property. 

• Unforeseen environmental hazards may subject the Fund or a Sponsor to incur 

unexpected liability and procedural delays in exercising its rights. 

• The rights of junior or senior secured parties in the same property can create 

procedural hurdles for a fund when it forecloses on Collateral. 

• A fund may not be able to pursue deficiency judgments after it forecloses on Collateral. 

• State and federal bankruptcy laws can prevent a fund from pursuing any actions, 

regardless of the progress in any of these suits or proceedings. 

• The courts, particularly the bankruptcy courts, may unilaterally alter the contractual 

terms of Fund Assets, including doing so to the detriment of the Fund and/or a 

Sponsor. 
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The Fund will endeavor to invest only with Sponsors which demonstrate care in creating the 

legal documents at the time of origination or acquisition of a Target Asset to ensure that as 

many bases as possible have been covered in the documents. However, Sponsors may deviate 

from practices disclosed to the Fund and, even if they do exercise care, in the event of default, 

it can be very difficult to predict with any certainty how courts will respond. 

 

Risk of Lack of Knowledge in Distant Geographic Markets 

 

The Fund runs a risk of experiencing underwriting challenges or issues associated with a lack 

of familiarity with some markets in which Sponsors operate and Fund Assets are located. Each 

market has nuances and idiosyncrasies that affect values, marketability, desirability, and 

demand for individual Collateral that may not be easily understood from afar. While the GP 

believes it can attempt to mitigate these risks in a myriad of ways, there is no guarantee that 

investments in geographic markets outside its physical location (or even inside this perceived 

boundary) will perform as expected. 

 

Risks of Real Estate Ownership 

 

When the Fund or a Sponsor acquires real estate, either directly or through foreclosure, deed 

in lieu of foreclosure, or otherwise, it has economic and liability risks as the owner, including 

but not limited to: 

 

• Earning less income on disposition of the property than costs incurred in purchasing, 

improving, and maintaining it; 

• Incurring excessive costs in construction, development, redevelopment, rehabilitation, 

tenant improvements, or other capital expenditures; 

• Keeping the property leased by tenants; 

• Potential damage to the property by any tenants; 

• Lack of availability or lapse in insurance coverage for the property; 

• Controlling operating expenses; 

• Coping with general and local market conditions; 

• Possible exposure to environmental contamination remediation and cleanup costs, 

which in some cases could exceed the value of the property; 

• Complying with changes in the laws and regulations pertaining to taxes, use, zoning, 

and environmental protection; and/or 

• Possible liability for injury to persons and property. 

 

The Fund intends to secure and require Sponsors to secure insurance against hazards and 

contingencies to the extent they can obtain such insurance as an owner at a reasonable cost. 

 

Risks of Participation or Fractional Interests in Mortgage Loans 
 

When the Fund or a Sponsor does not own an individual investment in its entirety, but rather 

owns some percentage interest in a transaction (a “Participation Interest”), there are 

additional risks to that particular investment including, but not limited to, the following: 
 

• Other owner(s) of a participation in such an Asset may have different ideas, 

motivations, or desired outcomes than the Fund or the Sponsor which may give rise 

to disputes in how to manage such as Asset. 

• There may be additional legal costs for participations in event of default due to having 

multiple participants in the ownership of the Asset. 
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Risks of Investing in Subordinated (or Second Lien Position) Loans 

 

While not a specific investment objective of the Fund, some of its investment activities may 

result in it holding subordinated Mortgage Loan(s), either directly or through Sponsors. Such 

investments will be subordinated to the senior obligations of the property or issuer, either 

contractually, inherently due to the nature of equity securities, or both. In the event of default 

on the senior debt, the Fund or a Sponsor, as a holder of a subordinated loan, may be at the 

risk of realizing a loss of up to all of its investment before the senior debt will suffer any loss. 

Consequently, greater credit risks are usually attached to these subordinated investments 

than to a Borrower’s first mortgage or other senior obligations. In addition, these securities 

may not be protected by financial or other covenants and may have limited or no liquidity. 

Adverse changes in the Borrower’s financial condition and/or in general economic conditions 

may impair the ability of the Borrower to make payments on the subordinated securities and 

cause them to default more quickly with respect to such securities than with respect to the 

Borrower’s senior obligations. In most cases, a Sponsor’s management of its investments and 

its remedies with respect thereto, including the ability to foreclose on any Collateral securing 

investments, will be subject to the rights of the more senior lenders and contractual 

intercreditor provisions. 

 

Investments are Illiquid in Nature 

 

Although some of the Fund’s and its Sponsors’ investments may generate current income, the 

illiquidity commonly associated with real estate investments may limit the Fund and each 

Sponsor’s ability to reposition or rebalance its portfolio of investments in response to changes 

in economic and other conditions. Illiquidity may result from the absence of an established 

market for investments as well as legal or contractual restrictions on their resale. In addition, 

illiquidity may result from the decline in value of a property comprising one of the Fund’s or 

a Sponsor’s investments. There can be no assurances that the fair market value of any 

property held by the Fund or by a Sponsor will not decrease in the future, leaving the 

investment relatively illiquid, and the Fund’s investment impaired. 

 

Furthermore, although the Fund or a Sponsor may expect that its investments will be disposed 

of prior to dissolution, it may have to sell, distribute, or otherwise dispose of its investments 

at a disadvantageous time as a result of dissolution, thereby limiting the return on the Fund’s 

investment. 

 

Other Real Estate Related Risks 

 

The Fund’s and the Sponsors’ real estate-related investments will be subject to the varying 

degrees of risk and significant fluctuations in their value. The value of investments depends 

upon the real property owner’s ability to repair or rehabilitate the property as projected, 

operate the real property in a manner sufficient to meet its commitments, including debt 

service, and/or maintain or increase revenues in excess of operating expenses or, in the case 

of real property leased to a single lessee, the ability of the lessee to make rental payments. 

Revenues may be adversely affected by changes in national or international economic 

conditions; changes in local market conditions due to changes in general or local economic 

conditions and neighborhood characteristics; the financial condition of tenants, buyers, and 

sellers of properties; competition from other properties offering the same or similar services; 

changes in interest rates and in the availability, cost, and terms of mortgage funds; the impact 

of present or future environmental legislation and compliance with environmental laws; the 

ongoing need for capital improvements (particularly in older structures); changes in real 

estate tax rates and other operating expenses; adverse changes in governmental rules and 

fiscal policies; civil unrest; acts of God, including earthquakes, hurricanes, and other natural 
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disasters; acts of war; acts of terrorism (any of which may result in uninsured losses); adverse 

changes in zoning laws; and other factors that are beyond the control of the real property 

owners and the Fund or the Sponsor. In the event that any of the properties underlying the 

Fund’s direct and indirect investments experience any of the foregoing events or occurrences, 

investment performance may decline and the ability of the real property owner to pay the 

interest and principal on any debt securities would be negatively impacted. 

 

Usury Risk 

 

State and federal usury laws limit the interest that lenders are entitled to receive on loans.  

Statutes differ  as to the consequences of a usurious loan. Some statutes require the lender 

to forfeit the interest above the applicable limit or imposes a specified penalty. Under this 

statutory scheme, a Borrower may have the recorded mortgage or deed of trust canceled 

upon paying its debt with lawful interest, or the lender may foreclose, but only for the debt 

plus lawful interest. Under other statutes, a violation of the usury law results in the 

invalidation of the transaction, thereby permitting the Borrower to have the recorded 

mortgage or deed of trust canceled without any payment and prohibiting the lender from 

foreclosing. 

 

Transactions originated or acquired by a Sponsor, and in some cases the Fund itself, may be 

subject to state usury laws imposing maximum interest charges and possible penalties for 

violation, including restitution of excess interest and unenforceability of debt.  While the Fund 

anticipates that both the Fund and any Sponsor with which the Fund invests will attempt to 

originate or acquire transactions which charge various legal rates of interest, uncertainties in 

determining the legality of interest rates, and other borrowing charges under some state 

statutes may result in inadvertent violations. Some state laws make it illegal to charge or 

collect interest at a rate exceeding a certain percentage rate per annum, unless the lender 

belongs to a class of regulated lenders such as banks, mortgage companies, or real estate 

brokers. It is expected that all loans made and acquired by the Fund and Sponsors will attempt 

to comply with state usury restrictions, if any, however, usury laws in the states where the 

Sponsor’s investments are located may limit the ability of the Sponsors to charge interest and 

may create liability for the Sponsor that negatively impacts the value of the Fund’s investment 

in that Sponsor. 

 

Digital Operations Risk 

 

The Fund, Fairway, FAMG II, and most Sponsors are highly dependent on technology, with 

many or all documents secured and managed digitally. The Fund, Fairway, and FAMG II utilize, 

and the Fund will attempt to invest with Sponsors that also utilize, industry proven or 

specifically developed note servicing and administration software that allows them to track 

and manage assets and investments with confidence and accuracy. However, there are risks 

associated with technology. Defects in software products and errors or delays in processing 

of electronic transactions could result in: 

 

• transaction or processing errors; 

• diversion of technical and other resources from other efforts; 

• loss of credibility with current or potential customers; 

• harm to reputation; or 

• exposure to liability claims. 

 

In addition, technologies supplied by third parties may also contain undetected errors, viruses, 

or defects that could have a material adverse effect on the Fund’s financial condition and 

results of operations.  
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Other General Risks of an Investment in the Fund 

 

Past Performance Not Indicative of Future Results 

 

The Fund’s historic performance is not necessarily indicative of future results.  Similarly, to 

the extent that the principals of the Fund are responsible for the investment results of other 

previous investment funds or syndications, those results are also past results that are not 

necessarily indicative of future results of the Fund’s investments or of the GP’s performance. 

There can be no assurance that any of the Fund’s investments will perform as well as the 

Fund’s prior performance or the past investments of the principals, that the Fund’s 

investments will meet the Fund’s return objectives, or that the Fund will generate any investor 

returns. Investors may lose their entire investment. 

 

Unspecified Investments 

 

The Fund has not identified the particular investments it will make other than the investments 

currently in its portfolio. Accordingly, an Investor must rely upon the ability of the GP in 

making investments consistent with the Fund’s investment objectives and policies. Although 

the principals have previously been successful in locating investments for the Fund and other 

funds in the past, the Fund may be unable to find a sufficient number of attractive 

opportunities to invest its committed capital or meet its investment objectives. 

 

The Fund’s Due Diligence May Not Reveal All Factors Affecting an Investment and 

May Not Reveal Weaknesses in Such Investments. 

 

There can be no assurance that the GP’s due diligence processes will uncover all relevant facts 

that would be material to an investment decision. Before making an investment, the GP will 

attempt to assess the strength of the underlying Assets and any other factors that it believes 

are material to the performance of or risks or potential liabilities related to the investment. 

In making the assessment and otherwise conducting customary due diligence, the GP will rely 

on the resources available to it and, in some cases, investigations by third parties. These 

other resources may not be sufficient to allow the GP to uncover all relevant facts material to 

the Fund’s decision to invest in any particular Asset. 

 

Reliance on Management 

 

The GP and FAIA will make all Fund management decisions, including Fund Asset selection. 

The Fund will be relying in large part on the GP’s and FAIA’s acquisition expertise. The GP 

may resign at any time with one year’s notice to the LPs without liability to the Fund or GP. 

 

Fairway’s CEO, Matthew Burk (“Burk”), is considered an integral part of the GP’s investments 

and operations (a “Key Man”). If Burk were to leave the GP, die, or become permanently 

disabled, the GP’s ability to continue the management of the Fund could be materially and 

adversely affected. The Fund’s Operating Agreement contains a provision that, upon the death 

or permanent disability of Burk, the Fund shall place an immediate moratorium on the 

acquisition or origination of new investments for up to one year (other than those in progress 

for which a commitment has already been made). The GP may designate a new Key Man and 

submit that Key Man for a vote of the LPs. The LPs shall have the right to approve a new Key 

Man by Majority vote during the moratorium period. If no new Key Man is identified by the 

GP and approved by the LPs within the maximum one-year moratorium period, the Fund shall 

permanently cease to make new investments and shall proceed with the OLP. 
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Risk if GP Withdraws or is Terminated 

 

The Fund presently only has one GP. If the GP, subject to its one-year notice requirement, 

withdraws from the Fund, is removed by the LPs, for Cause or otherwise, or is terminated as 

GP by dissolution or bankruptcy, it may be difficult or impossible for the LPs of the Fund to 

locate a suitable replacement for the GP. If it is unable to replace the GP, the Fund would 

proceed with liquidating the Fund’s Assets, which may or may not be able to be successfully 

executed or accomplished on advantageous terms. 

 

Risk of Litigation 

 

Investing in middle-market commercial real estate Assets, including distressed assets and 

distressed debt, can be a contentious and adversarial process. Different investor groups may 

have qualitatively different, and frequently conflicting, interests. The Fund’s investment 

activities may include activities that will subject it to the risks of becoming involved in litigation 

by third parties. The expense of defending claims against the Fund by third parties and paying 

any amounts pursuant to settlements or judgments would be borne by the Fund and would 

reduce net assets or could result in LPs being required to return distributed capital and 

earnings to the Fund. The GP and its Affiliates will be indemnified by the Fund in connection 

with such litigation, subject to certain conditions set forth in the Operating Agreement. 

 

Lender Liability Risks Including Equitable Subordination 

 

A number of judicial decisions in the U.S. have previously upheld the right of borrowers to 

sue lending institutions on the basis of various evolving legal theories (collectively termed 

“lender liability”). Generally, lender liability is founded upon the premise that an institutional 

lender has violated a duty (whether implied or contractual) of good faith and fair dealing owed 

to the borrower or has assumed a degree of control over the borrower resulting in creation of 

a fiduciary duty owed to the borrower or its other creditors or shareholders. Because of the 

nature of certain of the Fund’s investments, the Fund and/or the Assets in which it invests 

could be subject to allegations of or liabilities arising from lender liability. 

 

In addition, under common law principles that, in some cases, form the basis for lender 

liability claims, if a lending institution (a) intentionally takes an action that results in the 

undercapitalization of a borrower to the detriment of other creditors of such borrower, 

(b) engages in other inequitable conduct to the detriment of such other creditors, (c) engages 

in fraud with respect to, or makes misrepresentations to, such other creditors or (d) uses its 

influence as an equity holder to dominate or control a borrower to the detriment of the other 

creditors of such borrower, a court applying bankruptcy laws may elect to subordinate the 

claim of the offending lending institution to the claims of the disadvantaged creditor or 

creditors, a remedy called “equitable subordination.” The Fund or the Assets in which it invests 

could be subject to claims from creditors of an obligor that investments in debt obligations of 

such obligor should be equitably subordinated. Alternatively, in bankruptcy a court may re-

characterize claims or restructure debt using “cram down” provisions of the bankruptcy laws. 

 

Risks Associated with a Changing Economic Environment 

 

The U.S. economic environment remains relatively unstable and susceptible to significant 

changes.  As a result of the credit crisis, government bailouts, bank failures, other negative 

corporate events, pandemics, and certain other recent events, the financial markets have 

previously been disrupted in general and the availability and cost of capital for the Fund and 

that of the Fund’s competitors was adversely affected, and all of these factors are expected 

to occur again in various degrees of severity. The achievement of the Fund’s targeted rate of 
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return is dependent, at least in part, upon the Fund’s ability to access capital at rates and on 

terms the GP determines to be acceptable. If the Fund’s ability to access capital becomes 

significantly constrained, the Fund’s financial condition and future investments may be 

significantly adversely affected. 

 

Risk of Repayment of Fund Assets and Redeployment of Cash 

 

There is a risk that when Fund Assets are paid off, there may not be sufficient quality 

opportunities to immediately redeploy the proceeds received from these payoffs into new 

Fund Assets. If the Fund is unable to locate new Assets in a timely manner, the excess cash 

may negatively impact the overall yield to the Fund, or the GP may choose to repay Investors 

a portion or all of their Capital Account earlier than expected. 

 

Competition for Fund Assets 

 

The business and arena in which the Fund is engaged is competitive, and the Fund and GP 

compete with numerous established entities, some of which have more financial resources 

and experience in the business than the Fund or GP. The Fund and GP expect to encounter 

competition from other market participants including private lenders, private equity fund GPs, 

real estate developers, pension funds, real estate investment trusts, other private parties, 

potential investors or homeowners, and other people and/or entities with objectives similar 

in whole or in part to those of the Fund. Any general increase in the availability of capital for 

such purposes may increase competition for Fund Assets and could reduce the yields they 

produce, including those of the Fund. 

 

Risk of Lack of Geographical Diversity 

 

The Fund intends to originate and acquire Assets nationwide; however, if there is a 

concentration of Assets in certain regions, and if these regions suffer economic adversity, the 

value of the Assets may suffer. 

 

Absence of Registration Under Applicable Securities Laws 

 

This Offering is being made under certain federal and state securities laws exemptions. As 

such, the Units and Notes have not been registered under the Securities Act, or applicable 

state securities laws. Therefore, no regulatory authority has reviewed the terms of this 

Offering, including the nature and amounts of the compensation, the disclosure of risks and 

tax consequences, and the fairness of the terms of this Offering. Further, Investors do not 

have all of the protection afforded in registered and/or qualified offerings, and they must 

judge the adequacy of disclosure and the fairness of the terms of this Offering without the 

benefit of prior review by any regulatory authority. 

 

Furthermore, the Fund may fail to comply with the requirements of the exemptions from 

registration on which it is relying. If so, the LPs could rescind their purchase of Units, and 

Note Holders could rescind their purchase of Notes under applicable state and federal 

securities laws. If enough LPs and Note Holders successfully sought rescission, the Fund and 

the GP would face severe financial demands, which would adversely affect the Fund. 

 

Absence of Regulatory Oversight 

 

While the Fund may be considered similar to an investment company, it is not presently, and 

does not propose or currently intend in the future, to register as such under the Investment 

Company Act or the laws of any other country or jurisdiction and, accordingly, the provisions 
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of the Investment Company Act (which, among other matters, require investment companies 

to have a majority of disinterested directors, require securities held in custody to be 

individually segregated at all times from the securities of any other person and to be clearly 

marked to identify such securities as the property of such investment company, and regulate 

the relationship between the adviser and the investment company) will not be applicable to 

the Fund. In addition, the GP is not registered as a Commodity Trading Advisor under the 

Commodity Exchange Act (or any similar law). Furthermore, the GP is exempt from 

registration with the Commodity Futures Trading Commission as a commodity pool operator. 

 

Risk That the Fund May Become Subject to the Provisions of the Investment 

Company Act. 

 

The Fund intends to operate so as to not be regulated as an investment company under the 

Investment Company Act based upon certain exemptions thereunder. Companies that are 

subject to the Investment Company Act must register with the SEC and become subject to 

various registration, governance, and reporting requirements.  Compliance with such 

restrictions would limit the Fund’s flexibility, and create additional financial and administrative 

burdens on the Fund. The Fund believes it can avoid these restrictions based on one or more 

exemptions provided for companies like the Fund.  If the Fund fails to qualify for exemption 

from registration as an investment company, its ability to conduct its business as described 

herein will be compromised. Any such failure to qualify for such exemption would likely have 

a material adverse effect on the Fund. 

 

Risk Relating to the Investment Advisers Act of 1940 

 

The GP has retained FAIA to act as an investment adviser to the Fund, which may create 

administrative and financial burdens on the GP. The GP believes that doing so is consistent 

with the requirements of the Advisers Act.  Because FAIA is registered with the SEC, it is 

subject to rules and regulations that add additional costs and obligations, potentially including 

costs and obligations that FAIA does not currently anticipate incurring. Future regulatory 

actions that impact registered investment advisors generally will also likely impact FAIA, and 

could add expense and restrict strategic decision making in ways that have a material adverse 

impact on the GP or the Fund. 

 

The Fund’s Reliance on Exclusions from the Investment Company Act May Impact 

Certain Investment Decisions 

 

The Fund currently relies on a few different exemptions from the Investment Company Act. 

The GP has not sought a no-action letter from the SEC to confirm that the Fund is eligible for 

these exemptions. Because the Fund is relying on exemptions that are dependent, among 

other things, on the nature of the Fund’s investment holdings, the GP may need to consider 

such restrictions when assessing a potential investment for the Fund, and may decide not to 

pursue an asset because such asset would jeopardize the Fund’s use of the exemption, as 

opposed to whether or not the asset would otherwise be a sound investment for the Fund. 

Moreover, the nature of the Fund’s investments and holdings may require that the Fund 

register as an investment company under the Investment Company Act, which would impose 

additional compliance costs and requirements on the Fund that may have an impact on the 

Fund’s returns and profitability. 

 

Recent and Anticipated Legislative and Regulatory Activity 

 

The U.S. Congress, the SEC, and other regulators have taken, or represented that they may 

take, action to increase or otherwise modify the laws, rules, and regulations applicable to 
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techniques and instruments in which the Fund may invest. New (or modified) laws, rules, and 

regulations may prevent, or significantly limit the ability of, the GP from using certain such 

instruments or from engaging in such transactions. This may impair the ability of the GP to 

carry out the Fund’s investment strategy and may otherwise have an adverse impact on the 

Fund’s returns. Compliance with such new or modified laws, rules, and regulations may also 

increase the Fund’s expenses and therefore, may adversely affect the Fund’s performance. It 

is not possible at this time to predict with certainty what, if any, impact the new or modified 

regulations will have on the GP or the Fund, and it is possible that such impact could be 

adverse and material. 

 

ERISA Risks for IRA and Other Benefit Plan Investors 

 

Any Investor that invests funds belonging to a qualified retirement plan or IRA should carefully 

review the tax risks provisions of this PPM as well as consult with their own tax advisors. The 

contents hereof are not to be construed as tax, legal, or investment advice.  PROSPECTIVE 

BENEFIT PLAN INVESTORS ARE URGED TO CONSULT THEIR ERISA ADVISORS WITH RESPECT 

TO ERISA AND RELATED TAX MATTERS, AS WELL AS OTHER MATTERS AFFECTING THE 

BENEFIT PLAN’S INVESTMENT IN THE FUND. MOREOVER, MANY OF THE TAX ASPECTS OF 

THE OFFERING DISCUSSED HEREIN ARE APPLICABLE TO BENEFIT PLAN INVESTORS WHICH 

SHOULD ALSO BE DISCUSSED WITH QUALIFIED TAX COUNSEL BEFORE INVESTING IN THE 

FUND. 

 

Indemnification 

 

The Fund will be required to indemnify the GP and certain affiliated persons and entities of 

the GP for liabilities incurred in connection with the affairs of the Fund. Such liabilities may 

be material and have an adverse effect on the returns to the LPs and Note Holders. The 

indemnification obligation of the Fund will be payable from the Assets of the Fund, and 

Investors may be required to return certain amounts distributed to them to fund the indemnity 

obligations of the Fund. 

 

Risks Specific to LPs 

 

Risk that the Stated Value of Individual Fund Assets is Incorrectly Determined by 

the GP 

 

The GP uses a consistent methodology to calculate the Stated Value of each individual Fund 

Asset on an ongoing basis. The GP uses and expects to continue to use methodologies that it 

believes are reasonable based on various valuation practices commonly used in similar 

businesses in the industry, including appraisals, comparable sales of other assets similar to 

Fund Assets, historical data and trends from actual sales, disposition or performance of Fund 

Assets, cash balances (in the case of cash Assets), and other such methodologies generally 

used and accepted in the market. However, the determination of Stated Value of any given 

Fund Asset may be highly subjective and may change continuously on an ongoing basis. In 

addition, in order to calculate the Unit Price in a timely manner, the GP may need to rely on 

estimates of information not within its control, including things like the performance of other 

funds which the Fund is invested.  There is no guarantee that any Stated Value as determined 

by the GP of one or more of the Fund Assets is an accurate representation of the true current 

value of any Fund Asset and as such, the Unit Price may not fairly represent the then current 

true value of the Units.   

 

Although the GP will use methodologies that it believes are based on reasonable approaches 

to establishing value, it may modify, alter, or improve its methodologies in its sole discretion 
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at any time during the life of the Fund. The GP shall make all determinations as to Stated 

Value of the Fund Assets and the Unit Price in its sole discretion. 

 

Risk that the Price Charged for a Unit does not Reflect its Value 

 

The price at which the Fund offers Units pursuant to the Offering, and the price at which LPs 

may purchase additional Units under the Reinvestment Option, is determined by the GP in its 

sole discretion, and fluctuate as often as quarterly based on the collective Stated Value of all 

of the individual Fund Assets, and usually will not be known when an Investor commits to 

making an investment in Units and transfers money to the Fund. Because the Stated Value of 

any given Fund Asset may not accurately reflect its actual value, the Unit Price may not 

accurately reflect the actual value of each Unit at any given point. Hence, the price of a Unit 

could be adjusted by a premium or discount at any given point in time if the Assets were sold 

in a secondary market. LPs should realize that the only measure of fair market value for a 

Unit is the price that would be determined under a ready market for the Units. Because no 

ready market for the Units exists or is anticipated, a perfectly accurate determination of the 

fair market value of the Units cannot be established. The GP shall determine all Unit Prices in 

good faith in its sole discretion.  

 

Units are Illiquid; Limited Rights of LPs to Withdraw Capital 

 

LPs will not be allowed to issue a request for a Redemption of their Units (a “Redemption 

Request”) during the first 24 months after the Effective Date of the LP’s investment (the 

“Lockup Period”). Redemption Requests for reasons of financial hardship or emergency 

during the Lockup Period may be considered on a case-by-case basis and may be subject to 

a penalty (the “Redemption Fee”) of 5% of the then current Unit Price times the number of 

Units the LP asks to be redeemed. The GP shall have no obligation to consider or approve any 

hardship Redemption Requests during the Lockup Period and shall be entitled to charge a 

higher or lower Redemption Fee. All Redemption Fees charged and collected will be considered 

income to the Fund. 

 

After the termination of the Lockup Period, LPs will have the right to request Redemption of 

up to a maximum of 50% of their Capital Account at the 24-month anniversary of their 

investment date and up to the remaining 50% of their Capital Account at every 12-month 

anniversary thereafter. The net result of these provisions is that, other than in the case of 

hardship Redemption Requests granted by the GP in its sole discretion, the earliest any LP 

will be able to have all of their Units redeemed will be 50% of the LP’s Capital Account at the 

24-month anniversary of the LP’s investment and the remaining 50% of the LP’s Capital 

Account one year later.  Redemption Requests will be considered on a first come, first served 

basis, subject to the GP’s discretion to make redemptions in an order other than the order in 

which requests are received.  While the GP generally intends to honor redemption requests 

in the order received, it may elect to redeem investors in a different order for any reason, 

including redeeming investors with legitimate hardships first, redeeming investors with 

smaller investment amounts when the Fund does not have sufficient capital to redeem a larger 

investment amount, compliance with regulatory or other legal concerns, and any number of 

other reasons. An LP shall be required to provide the GP with a 60-day notice for any 

Redemption Request.   

 

Because of the limited redemption and withdrawal rights of LPs, an investment in the Fund 

should be considered an illiquid investment. 

 

The GP shall have no obligation to grant any Redemption Request and shall retain sole 

discretion as to whether or not to redeem any Units. Any Units purchased by LPs via the 
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Reinvestment Option shall be considered, for purposes of any Redemption Requests, to “tag 

along” with the original date of purchase of the Units for which the Reinvestment Units are 

associated. The GP expects that it would honor no more than 10% of the Fund’s total AUM 

being redeemed per year. 

 

The GP may redeem Units Pari Passu at any time at the then current Unit Price in its sole 

discretion without penalty to the GP or the Fund. 

 

All of the above parameters notwithstanding, the GP will endeavor to manage the Fund in 

such a manner as to be able to accommodate reasonable Redemption Requests at any time 

after the Lockup Period as consistently as possible. Although the Fund is not prohibited from 

using Capital invested by new Investors to fulfill other Investor’s Redemption Requests, it will 

do so only if the GP, in its sole discretion, determines not to use the new Capital for new 

investments or other purposes.  In no event will the Fund be obligated to sell assets or borrow 

money to fund any Redemption Request. 

 

Restrictions on Transfer of Units 

 

The Units are restricted as to transfer under the state and federal tax and securities laws and 

the Operating Agreement. LPs will not be free to sell or transfer Units without consent from 

the GP. 

 

There is no market for the Units, public or private, and there is no likelihood that one will ever 

develop. LPs must be prepared to hold their Units indefinitely as a long-term investment. To 

comply with applicable tax and securities laws, and for other reasons, the GP may refuse to 

consent to a transfer or assignment of Units. 

 

Rights of LPs are Restricted 

 

No LP can exercise control over the Fund’s affairs, which is entirely in the hands of the GP. 

Voting by the LPs is provided in a limited number of specific situations set forth in the 

Operating Agreement and applicable law. However, LPs have the right to: 

 

• Remove the GP for Cause by a vote of the holders of 80% of the Ownership Interests 

and, by a Majority vote or written consent, elect a successor GP; 

• If the GP otherwise wishes to withdraw with appropriate notice to the LPs, elect a 

successor GP by a vote of a Majority of the Ownership Interests; and 

• Dissolve and terminate the Fund by a vote of the holders of 80% of the Ownership 

Interests. 
 

Federal Income Tax Risks 

 

As with any investment that generates income and/or loss and distributes cash, an investment 

in the Fund has federal income tax risks. The significant tax risks are discussed in greater 

detail later in this PPM. (See the Section titled “Tax Aspects of the Offering”) All Investors are 

encouraged to review this PPM, including these risk factors and the “Tax Aspects of the 

Offering” section, and the Operating Agreement with competent tax counsel. This discussion 

does not constitute tax advice and is not intended to substitute for tax planning. 

 

Investors should understand the role of the Fund and the IRS concerning the tax issues 

involved in any investment in the Fund. The IRS may do any of the following: 
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• Examine the investment in the Fund at the LP level at any time, subject to applicable 

statute of limitations restrictions. Such an examination could result in adjustments of 

items that are both related and unrelated to the Fund. 

• Review the federal income taxation rules involving the Fund and any investment in it, 

and issue revised interpretations of established concepts. 

• Scrutinize the proper application of tax laws to the Fund, including a comprehensive 

audit of the Fund at any time. The Fund does not expect to fall under the reporting 

requirements for tax shelters, as the Fund does not have the avoidance or evasion of 

federal income tax as a significant purpose. If the Fund borrows significant sums and 

incurs significant losses, however, it is possible that the Fund may be required to notify 

the IRS that it is a tax shelter. The effect of such action is generally unknown, but 

could result in increased IRS scrutiny of the Fund’s taxes, which could also result in 

scrutiny of Investors by the IRS. 

 

The Fund will: 

 

• Defend any investigation by the IRS or any state agency that seeks to make adverse 

tax adjustments to the Fund. A dispute with the IRS or a state agency could also result 

in legal and accounting costs to individual LPs directly (if the IRS audits an LP’s tax 

return) and indirectly (if the IRS audits the Fund’s tax returns); 

• Retain an independent accounting firm to annually prepare audited financial 

statements on the Fund’s behalf, reviewing the GP’s treatment of all Excess 

Distributable Cash to the LPs. At the discretion of the GP, the GP may at any time 

change accounting firms; and 

• Not apply to the IRS for any ruling concerning the establishment or operation of the 

Fund. 

 

Risk that Distributable Cash May Not Equal Tax Burden to an LP 

 

So long as the Fund is a limited partnership, the GP expects that it will be taxed as a 

partnership, as described in greater detail below. LPs in the Fund will therefore be allocated 

their shares of the Fund’s income, deduction, gain, and loss each year. Normally, an 

investment in the Fund will cause the taxable income of LPs who are subject to state and 

federal income tax to increase. Consequently, an increase in an LP’s taxable income will 

subject that LP to an increased income tax liability. LPs must obtain cash to satisfy that 

liability. LPs need to be aware that any Excess Distributable Cash paid to an LP may not be 

sufficient to satisfy the income tax liability attributed to the LP’s allocable share of the Fund 

income and gain. Hence, the LP may be forced to use cash from another source to satisfy the 

LP’s income tax liabilities associated with an investment in the Fund. 

 

Loss on Dissolution and Termination 

 

In the event of a dissolution or termination of the Fund, the proceeds realized from the 

liquidation of Assets, if any, will be distributed to the LPs, but only after the satisfaction of 

outstanding Fund expenses and claims of creditors, which include the Note Holders, in 

accordance with the Liquidation Waterfall. Accordingly, the ability of an LP to recover all or 

any portion of its investment in the Fund under such circumstances will depend on the amount 

of funds so realized and claims to be satisfied therefrom. There is no guarantee of a return of 

any or all the LP’s invested Capital or the balance of its Capital Account. 
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Loss of Limited Liability in Certain Cases 

 

In general, holders of Units in a limited partnership are not liable for the debts and obligations 

of the partnership beyond the amount of the capital contributions they have made or are 

required to make under their subscription agreement. Under the Delaware Limited Partnership 

Act, members of a limited partnership would be held personally liable for any act, debt, 

obligation, or liability of the partnership to the extent that shareholders of a business 

corporation would be liable in similar circumstances. In this regard, the court may consider 

the factors and policies set forth in established case law with regard to piercing the entity veil, 

except that the failure to hold meetings may not be considered a factor tending to establish 

that the LPs have personal liability for any act, debt, obligation, or liability of the limited 

partnership if the certificate of formation and limited partnership agreement do not expressly 

require the holding of meetings of LPs and GPs. The GP intends to take action to avoid personal 

liability on its LPs by complying with the Operating Agreement and applicable state-imposed 

corporate formalities. 

 

Debt Risk 

 

In this Offering we are offering Investors the opportunity to purchase Units or Notes.  Priority 

will be given with respect to distributions of cash to the payment of interest on the Notes, and 

as applicable, principal as such Notes mature. If the Fund does not have sufficient cash 

available to make Distributions with respect to the Units and pay its obligations with respect 

to the Notes, payments on the Note obligations will be given priority and may result in a 

decrease of the amount available for Distribution to LPs. If the Fund decides to use a Credit 

Facility, the priority of Distributions to LPs will be even further subordinated and risk of 

nonpayment increased. 

 

Risks Specific to Note Holders 

 

Risk of Failure to Notify GP of Desire to Cash-Out at Maturity 

 

Each Note Holder shall have responsibility for notifying the GP of its desire to cash-out its 

Note. To cash-out, no later than 60 days prior to the Maturity Date, a Note Holder must notify 

the GP with a “Cash-Out Notice” of Note Holder’s desire to cash-out and receive payment of 

outstanding principal and interest upon the Maturity Date. If the Note Holder does not provide 

such a 60-day Cash-Out Notice, upon the Maturity Date the Note will automatically extend at 

the Note Rate  less 1% until either (i) the Note Holder notifies the Fund that it wishes for the 

outstanding balance of the Note to be rolled over into a new Note, based on the then current 

Note Schedule, and such new Note is executed, or (ii) 60 days after the Note Holder provides 

a Cash-Out Notice. 

 

Risk of 90-Day Continuance at Election of the Fund 

 

The Fund may not be able to repay the principal balance of a Note at its Maturity Date or 

following receipt of a Cash-Out Notice. The Fund shall have the right, upon receipt of a 60-

day Cash-Out Notice, to continue to make interest payments on a monthly basis to the Note 

Holder at the existing Note Rate plus one percent (1%) for up to 90 days beyond the Maturity 

Date without such continuation constituting an Event of Default. 

 

Notes are Illiquid 

 

The Fund is not obligated to repay any Note until the Note’s Maturity Date unless the GP 

consents to repaying a Note early, which consent may be withheld in the GP’s sole discretion. 
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If a Note is repaid by the Fund before the Maturity Date, an Early Repayment Fee in an amount 

equal to 5% of the original principal balance of the Note, or such other amount as determined 

by the GP, plus an amount equal to the interest rate differential between the original interest 

stated on the Note and the interest allocable to the shortened holding period in accordance 

with the original Note Schedule, will be charged by the Fund. Because of the restricted rights 

of Note Holders to obtain early repayment of the Notes, an investment in the Notes should be 

considered by prospective Investors to be an illiquid investment. 

 

Restrictions on Transfer 

 

Note Holders will not be free to sell or transfer Notes.  Notes may not be transferred without 

written consent from the GP, which may be withheld in its sole discretion. There is no market 

for the Notes, public or private, and there is no likelihood that one will ever develop. Note 

Holders must be prepared to hold their Notes to the Maturity Date, or beyond, and as a long-

term investment. To comply with applicable tax and securities laws (or for other reasons or 

no reason), the GP, in its sole discretion, may refuse to consent to a transfer or assignment 

of Notes. 

 

Notes May Not Qualify for Portfolio Interest Exception 

 

Although the GP has attempted to draft the Notes so that they are registered, as defined in 

Code Section 871(h), generally allowing interest on the Notes held by non-U.S. Investors to 

qualify for the portfolio interest exception to U.S. taxation of U.S.-source interest income, the 

Fund cannot guarantee that the Notes will be treated that way by the IRS or other taxing 

authorities.  Foreign Investors purchasing Notes must consult with their own legal and tax 

advisors concerning this issue and must not rely on any representations by the GP or its 

Affiliates concerning tax treatment of the Notes under U.S. law.   

 

Pari Passu Intercreditor Interests; Note Holder Representative 

 

The respective interests of each Note Holder in and to any payments made by the Fund in 

respect of the Notes, any Security, and any collections in connection with the foreclosure of 

such Security shall be Pari Passu and no Note Holder shall have any priority over the other; 

provided further, that any such payments, Security, and/or collections received by any Note 

Holder, other than such payments, Security, and collections that are received by all Note 

Holders on a pro rata basis, shall be paid by such Note Holder to the Representative, to be 

held in trust for the benefit of all Note Holders. 

 

The Note Holder Representative shall initially be the GP, and the GP shall retain the right to 

select and appoint successor Note Holder Representatives. The Note Holder Representative 

shall have the authority to sign all documents and take any action necessary to protect each 

Note Holder’s Pari Passu rights in the Security. This means the Note Holder Representative 

will be the only party with the authority to take any enforcement action with respect to the 

Notes, foreclose or take any other action to realize upon the Notes or the Security, institute 

any action or proceeding to collect or enforce the Notes, commence or cause to be commenced 

any bankruptcy or similar proceeding against the Fund, or commence or exercise any other 

right to remedy against the Fund. The Note Holder shall execute the Intercreditor Agreement 

as part of the documents, prior to acceptance by the GP. By doing so, all Note Holders shall 

be treated equally with respect to their rights of payment.  The Note Holders will have very 

limited rights under the Intercreditor Agreement to direct the Note Holder Representative to 

take any particular actions on their behalf in the event of default of the Fund’s obligations 

under the Notes. 
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Note Holders Have No Right to Vote or to be Involved in Management 

 

Note Holders cannot exercise any control over the Fund’s affairs and will not have any vote 

or influence over the Fund, its investment policies, or any of its operations. The GP will 

exercise complete control over the Fund, subject to those limited items which the LPs shall 

be entitled to a vote as detailed in the Operating Agreement. The GP has broad investment 

authority and may change its investment and underwriting policies (within the confines of its 

overall investment strategy) in its sole discretion, consistent with the duties it owes to all of 

the Note Holders. The Operating Agreement also provides that, in its sole discretion, the GP 

may withdraw from the Fund at any time with one year’s notice, which may result in the 

Fund’s dissolution if a replacement is not named within such period.   

 

Debt Risk 

 

If the Fund decides to use a Credit Facility, the rights of the Note Holders, including rights to 

Repayment and rights in the Security, will likely be subordinated to the issuer of such a Credit 

Facility, therefore increasing the risk that the Note Holders will not be repaid or will be repaid 

only a portion of the amounts due under the Notes. 

 

Power of Attorney 

 

Pursuant to the Intercreditor Agreement and the Note Holder Subscription Agreement, each 

Note Holder appoints the GP as the Note Holder’s initial Representative, and any successor 

Note Holder Representative, as determined by the GP, as its true and lawful representative 

and attorney-in-fact in such Note Holder’s name, place, and stead to make, execute, sign, 

acknowledge, file, and record all instruments, agreements, or documents as may be 

necessary or advisable to reflect the exercise by the Note Holder Representative of any of the 

powers granted to it under the Note Holder Subscription Agreement and the Intercreditor 

Agreement. 

 

The Note Holder will further authorize the Note Holder Representative to take any further 

action which the Note Holder Representative shall consider necessary or advisable in 

connection with any of the foregoing, giving the Note Holder Representative full power and 

authority to do and perform each and every act or thing whatsoever requisite to be done in 

and about the foregoing as fully as such Note Holder might or could do if personally present. 

The Note Holder shall be bound by any representation made by the Note Holder 

Representative acting in good faith pursuant to such power of attorney, and the Note Holder 

will waive any and all defenses which may be available to contest, negate or disaffirm the 

action of the Note Holder Representative taken in good faith pursuant to such power of 

attorney. 

 

Federal Income Tax Risks 

 

As with any investment that generates income and/or loss and distributes cash, an investment 

in Notes in the Fund has federal income tax risks. The significant tax risks are discussed in 

greater detail later in this PPM. (See the Section titled “Tax Aspects of the Offering”.) All 

Investors are encouraged to review this PPM, including the Tax Aspects of the Offering section, 

with competent tax counsel. 
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CONFLICTS OF INTEREST 

 

The Fund is subject to various inherent conflicts of interest arising out of its relationship with 

the GP and various Affiliates of the GP. None of the agreements and arrangements between 

the Fund and the GP or its Affiliates, including those relating to compensation, resulted from 

arm’s length negotiations. We cannot assure you that no other conflicts of interest  exist now 

or will arise in the future. These conflicts of interest include, but are not limited to, the 

following: 

 

Receipt of Management Fee by the GP 

 

The GP will be paid the Management Fee, based on the total AUM (as determined by the GP). 

Such Management Fee is intended to compensate the GP for its services and was not 

negotiated on an arm’s length basis. Since absent the existence of a Management Fee, LPs 

might receive a higher rate of return, the interests of the GP and the Investors are adverse 

in this respect. 

 

Receipt of Other Asset Level Fees by Fairway 

 

Fairway will receive as income 100% of any Asset level fees actually collected and 100% of 

any processing, underwriting, and/or due diligence fees charged to Sponsors when evaluating 

potential investments for the Fund. If the Fund owns any Mortgage Loans, it may engage 

Fairway as loan servicing agent to perform servicing and collection activities on its behalf and 

pay a commercially reasonable loan servicing fee on such Assets, not to exceed 1% 

(annualized) of the unpaid principal balance of any loan being serviced. Asset level fees are 

also expected to include loan origination fees (or points) on Mortgage Loans and underwriting 

fees on direct real estate investments (either or both GP and LP investments), and 

investments into other private investment funds.   

 

Underwriting fees may be charged directly to the Sponsor or to the entity which owns any 

real estate being invested into.  Some entities paying Asset level fees to Fairway or its 

Affiliates may be entities in which the Fund has a financial interest.  For example, Fairway 

may charge a property owner in which the Fund is invested an underwriting fee or a Fairway 

Affiliate may charge a capital raise fee. Fairway Affiliates may also receive payments from a 

Broker/Dealer retained to raise capital for the Fund itself. 

 

The GP believes that these fees will be commercially reasonable and acceptable in the 

marketplace in order for the Fund to be competitive in its business efforts. However, since, 

absent the retention by the GP and Fairway of these fees, Investors might receive a higher 

rate of return, the interests of the GP, Fairway, and the Investors may be adverse in this 

respect.  Investors should note, however, that because an Investor may only participate in 

an investment in the Assets by acquiring Units or Notes, Investors will be subject to 

management and other fees payable to Fairway Affiliates directly at the Fund level and 

indirectly at the Asset level. 

 

Capital Raise and Onboarding Fees 

 

Fairway and its Affiliates expect also to receive a portion of the Capital Raise Fee paid to North 

Capital, as well as the Onboarding Fees described elsewhere in this PPM.  While the GP 

believes that these fees are fair and reasonable, they are Fund Expenses that will reduce the 

overall amounts of EDC available for distribution to Investors in the Fund. Moreover, such 

fees were not determined at arms’ length.  
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Compensation from the activities of Affiliated Companies 

 

In addition to the compensation received through the activities of the Fund, Fairway generates 

revenue from the activities of its Affiliated Companies.  Among other things, in connection 

with capital raising services and debt placement services provided by Fairway or its Affiliates, 

Fairway and other related entities may be entitled to receive fees and other compensation, 

including carried interests in syndications and other real estate deals, and compensation from 

a Broker/Dealer who is paid to raise capital for the Fund.  Although the Fund will not pay 

these fees directly to Fairway, the Fund may be invested in entities that are paying these 

fees, thereby potentially reducing the Fund’s investment returns, and may otherwise be 

impacted by Fairway’s economic interests in certain Fund investments.   

 

Competition by the Fund with Other Affiliated Companies 

 

The GP and its LPs may engage, for their own accounts or for the accounts of others, in other 

business ventures, including other public or private limited partnerships, limited liability 

companies, or investment funds. Neither the Fund nor any holder of a Unit or Note issued by 

the Fund is entitled to an interest therein. The GP and its principals may invest in real estate 

or other activities similar to those of the Fund for their own accounts, and expect to continue 

to do so. The Fund’s investment objectives and underwriting criteria may differ substantially 

from those of additional real estate investment programs sponsored by the GP. 

 

The above notwithstanding, the Operating Agreement requires the GP to give the Fund the 

ability to take advantage of any potential investment (each an “Opportunity”) that is 

competitive with the Fund (as determined by the GP) prior to the GP taking that Opportunity 

itself if the GP receives an opportunity to invest in or manage or in any way benefit from such 

Opportunity. Factors the GP may consider in determining whether an Opportunity is 

competitive include, but are not limited to, whether the Opportunity meets the Fund’s 

underwriting criteria, whether it is consistent with the Investment Objectives of the Fund, and 

whether the Fund has sufficient financial resources at the time to accommodate the 

Opportunity. 

 

The GP and its LPs may be LPs or GPs of other entities (including without limitation Fund VII) 

which have investment objectives that have some similarities to the Fund, which may cause 

the GP’s LPs to pursue investments that are competitive with those of the Fund. However, the 

decision as to the suitability of any investment by the Fund will be determined by the GP in 

its sole discretion and will be based upon a review of the Fund’s investment portfolio and upon 

factors including but not limited to property location, investment size, net income, the effect 

of the investment on diversification of the Fund’s portfolio, and the amount of Fund capital 

then available for investment. 

 

Fees Paid to Affiliates 

 

The GP has retained Verivest to provide administration services to the Fund.  While the GP 

believes that the fees negotiated with Verivest are market-based and reasonable, they were 

not negotiated at arms’ length.   

 

In addition, the possibility of an Affiliate earning fees may create incentives that are 

misaligned with the interests of Investors in the Fund.  For example, Fairway and its Affiliates 

may desire to have the Fund make an investment it would not otherwise make because a  

Fairway Affiliate is raising equity or sourcing debt for the Sponsor in which the Fund invests, 

and making an investment would make it easier for that Affiliate to raise capital and earn fees 
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and other compensation based on the capital raised.  Fairway or an Affiliate may also be 

incentivized to raise equity contributions from investors other than the Fund, even where the 

Fund would otherwise make a larger investment in that opportunity. 

 

Furthermore, the decision as to what Assets are acquired by the Fund will be made by the GP 

in its sole discretion. Because the Fairway Affiliates are entitled to incentive compensation 

and other fees from certain Assets in which the Fund invests, the GP has an incentive to invest 

in such Assets as opposed to other Assets sponsored or managed by unaffiliated third parties.   

 

Other Investments 

 

Personnel of the GP and its respective Affiliates involved in managing and executing 

responsibilities of the GP may have investments in other funds or accounts and real estate 

interests sponsored by or affiliated with the GP as well as investments in nonaffiliates. The 

performance of and financial returns on such other investments may be at odds with those of 

the Fund. 

 

Diverse Partnership 

 

The Investors may include taxable and tax-exempt persons and entities and may include 

persons or entities organized in various jurisdictions, including foreign Investors. As a result, 

conflicts of interest may arise in connection with decisions made by the GP that may be more 

beneficial for one type of LP than for another type of LP. In addition, the GP may make 

investments for the Fund that may be more beneficial for Note Holders versus LPs, or vice 

versa, or that have a negative impact on other investments made by certain Investors in 

separate transactions. In selecting investments appropriate for the Fund, the GP will consider 

the investment objectives of the Fund as a whole, not the investment, tax, or other objectives 

of any LP or Note Holder individually. 

 

Broker/Dealer Representatives may receive Equity in the GP or other Compensation 

 

In connection with this Offering, the GP may employ one or more licensed Broker/Dealer 

and/or Registered Investment Advisor (“RIA”) to locate interested Investors, and it may be 

in a Broker/Dealer’s and/or RIA’s best interest to sell the Units to Investors, and that 

Broker/Dealer and/or RIA may potentially not have the Investor’s best interests in mind. 

Additionally, if the Broker/Dealer and/or RIA were given an equity interest in the GP, a portion 

of the Management Fee paid by the Fund would be paid to the Broker/Dealer and/or RIA. 

 

The GP may also elect to associate with a Broker/Dealer who relies on registered 

representatives who are employed by Fairway to provide some services in connection with 

the sale of the Fund’s securities. The Fund has currently engaged such a Broker/Dealer.  In 

such a case, the Broker/Dealer may pay a portion of the fees it receives from the Fund to 

those registered representatives, and this will ultimately benefit Fairway and its Affiliates.   

 

Lack of Separate Representation 

 

Fairway has engaged legal counsel to advise it in connection with the Fund and in respect of 

this Memorandum and related Offering materials. The GP and Fund are not represented by 

separate counsel. The attorneys and other experts who have prepared the documents for this 

Offering also perform other services for the GP and Fairway. This representation will continue. 

Legal counsel has not and does not investigate or verify the accuracy and completeness of 

information set forth in this Memorandum concerning the Fund, the GP or any of their 

respective Affiliates, personnel and prior performance.  Although Fairway and certain of its 



 
 

 80  
CONFIDENTIAL 
Private Placement Memorandum dated April 1, 2022 

Affiliates consult with such legal counsel from time to time, such legal counsel does not 

undertake to monitor compliance by Fairway or the GP and its Affiliates with the investment 

program and other investment guidelines and procedures, and compliance matters set forth 

in this Memorandum and the Operating Agreement, nor does such counsel monitor compliance 

by the Fund, the GP and/or their Affiliates with applicable laws. In advising as to matters of 

law (including matters of law described in this Memorandum), the legal counsel has relied, 

and will rely, upon representations of fact made by Fairway and other persons in this 

Memorandum and other documents. Such advice may be materially inaccurate or incomplete 

if any such representations are themselves inaccurate or incomplete, and legal counsel 

generally will not undertake independent investigation with regard to such representations. 

Prospective investors should obtain the advice of their own counsel regarding legal matters.  

 

GP as LP and Note Holder 

 

Except for its obligations as general partner under Delaware law, the GP is not required by 

the Partnership Agreement to contribute any amount of Capital to the Fund, hold any minimal 

investment amount in Units or Notes, or maintain any investment once made. Nonetheless, 

as of the date of this Memorandum and in addition to its general partner interest in the Fund, 

the GP owns Units in the Fund as an LP of the Fund and, from time to time, may invest 

additional amounts in the Fund by acquiring additional Units or purchasing one or more Notes. 

Any further investment by the GP will be made according to the then prevailing Unit Price and 

Note Schedule, and otherwise be in such form and in such amount as determined by the GP 

in its sole discretion, without notice or approval of the other LPs or Note Holders.  The GP may 

also determine to have the Fund accept its investment while rejecting the investments of 

other Investors (though it does not intend to do so). As additional Units or Notes are issued, 

the increase in Units or Notes may reduce the amounts the Fund has available to make 

Distributions or Repayments to other Investors, as Distributions or Repayments will need to 

be distributed amongst more Units or Notes, respectively. In addition, the GP will be eligible 

to have the same rights to request the Fund to redeem its Units or repay Notes as any other 

LP or Note Holder, respectively. Any such Redemption or Repayment of the GP’s Units or 

Notes may reduce the amount of funds available for the Redemption and Repayment of other 

Investors’ Units and Notes. 

 

Furthermore, while the GP, in its capacity as GP or Note Holder Representative, is obligated 

to consider the interests of the LPs and Note Holders as a whole, the GP may vote in its 

capacity as an LP or Note Holder without considering the interests of the other Note Holders. 

The interests of the GP in its capacity as an LP or Note Holder may be adverse to the interests 

of other LPs or Note Holders. 

 

GP as Note Holder Representative 

 

The Note Holder Representative shall initially be the GP, and the GP shall retain the right to 

select and appoint successor Note Holder Representatives. The Note Holder Representative 

shall have the authority to sign all documents and take any action necessary to protect each 

Note Holder’s Pari Passu rights in the Security. This means the Note Holder Representative 

will be the only party with the authority to take any enforcement action with respect to the 

Notes, foreclose or take any other action to realize upon the Note or the Security, institute 

any action or proceeding to collect or enforce the Notes, commence or cause to be commenced 

any bankruptcy or similar proceeding against the Fund, or commence or exercise any other 

right to remedy against the Fund. To the extent that the GP of Fund is also the only party 

with the authority to take enforcement action against the Fund in the event of a default under 

the Notes, the interests of the GP and Note Holder Representative may not be consistent with 

the interests of the Note Holders. 
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Indemnification 
 

Pursuant to the Operating Agreement, the Fund will indemnify the GP and any of its Affiliates, 

agents, or attorneys from any action, claim, or liability arising from any act or omission made 

in good faith and in performance of its duties under the Operating Agreement. If the Fund 

becomes obligated to make such payments, such indemnification costs would be paid from 

funds that would otherwise be available to distribute to Investors or invest in further Fund 

Assets. To the extent these indemnification provisions protect the GP and its Affiliates, agents, 

or attorneys at the cost of the Investors in the Fund, a conflict of interest may exist. 
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TAX ASPECTS OF THE OFFERING 

 

Tax Aspects – Note Holders 

 

The following is a general discussion of certain material U.S. federal income tax considerations 

relating to the purchase, ownership, and disposition of the Notes by initial holders of the Notes 

who purchase the Notes at their issue price and hold the Notes as capital assets within the 

meaning of Section 1221 of the Code. This discussion does not address all of the tax 

considerations that may be relevant to Note Holders in light of their particular circumstances 

or to holders subject to special rules under U.S. federal income tax laws, such as certain 

financial institutions, banks, insurance companies, regulated investment companies, real 

estate investment trusts, dealers in securities, traders in securities, tax-exempt entities, 

certain former citizens or residents of the U.S., holders who hold the Notes as part of a 

“straddle,” “hedging,” “conversion,” or other integrated transaction, holders who mark their 

securities to market for U.S. federal income tax purposes, or holders whose functional 

currency is not the U.S. dollar. This discussion does not address the effect of any state, local, 

or foreign tax laws or any U.S. federal estate, gift, or Alternative Minimum Tax considerations.  

If an entity treated as a partnership for U.S. federal income tax purposes holds the Notes, the 

tax treatment of such partnership and its partners will generally depend upon the status and 

activities of the partnership and its partners. A Note Holder that is treated as a partnership 

for U.S. federal income tax purposes should consult its own tax adviser regarding the U.S. 

federal income tax considerations to it and its partners of the purchase, ownership and 

disposition of the Notes. 

 

The following discussion is based on the Code, the treasury regulations promulgated 

thereunder (“Treasury Regulations”), and administrative and judicial authority, all as in effect 

on the date hereof, and all of which are subject to change, possibly with retroactive effect. 

 

While the GP has set forth in this PPM what it believes to be certain material tax risks 

associated with an investment in the Notes, Note Holders should not interpret references to 

certain specific tax issues as a representation that the matters referred to are the only tax 

risks involved in this investment, nor should Note Holders assume that the reference to tax 

risks means that the magnitude of the risks is equal. 

 

Nothing in this PPM is intended as a substitute for careful and individual tax planning. It is 

impractical to discuss all tax consequences of federal, state, and local law of an investment. 

The tax consequences of investing in the Notes may differ materially, depending on whether 

the Note Holder is an individual taxpayer, corporation, trust, partnership, or tax-exempt 

identity. 

  

PROSPECTIVE NOTE HOLDERS ARE URGED TO CONSULT THEIR TAX ADVISORS WITH 

RESPECT TO THESE AND OTHER TAX MATTERS. 

 

THIS FUND IS NOT A TAX-ORIENTED INVESTMENT. AN INVESTMENT IN THE NOTES 

WILL NOT REDUCE THE CUMULATIVE TAX LIABILITY OF ANY NOTE HOLDER. 

 

Certain U.S. Federal Income Tax Consequences to U.S. Holders 

 

The following discussion applies to the Note Holder only if the Note Holder is a U.S. Holder 

of Notes.   As used in this discussion, the term “U.S. Holder” means a beneficial owner of a 

Note that is, for U.S. federal income tax purposes:  

 

• an individual citizen or resident of the United States; 
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• a corporation, or other entity taxable as a corporation, created or organized in or under 

the laws of the United States, any state thereof or the District of Columbia;  

• an estate, the income of which is subject to U.S. federal income taxation regardless of 

its source; or 

• a trust if it (1) is subject to the primary supervision of a court within the United States 

and one or more U.S. persons have the authority to control all substantial decisions of 

the trust or (2) has a valid election in effect under applicable Treasury regulations to 

be treated as a U.S. person. 

 

Payments of Interest 

 

Stated interest paid on a Note will be taxable to a U.S. Holder as ordinary interest income at 

the time it accrues or is received in accordance with the U.S. Holder’s method of accounting 

for U.S. federal income tax purposes. 

 

Sale, Exchange, Repayment, or Other Taxable Disposition of Notes 

 

Upon the sale, exchange, repayment, or other taxable disposition of the Notes, a Note Holder 

will recognize taxable gain or loss equal to the difference, if any, between the amount realized 

upon the sale, exchange, retirement, or other taxable disposition, and the Note Holder’s 

adjusted tax basis in the Notes. The Note Holder’s adjusted tax basis in the Notes generally 

will be the Note Holder’s cost for the Notes, less any principal payments received previously. 

 

The gain or loss recognized on the sale, exchange, or retirement of the Notes generally will 

be capital gain or loss. The gain or loss will be long-term capital gain or loss if the Notes have 

been held for more than 12 months. The maximum individual income tax rate for long-term 

capital gains is generally 20%. The deductibility of capital losses is subject to limitation. To 

the extent that the amount realized represents accrued but unpaid interest, that amount must 

be taken into account as interest income, which is taxed at ordinary income rates, if the 

accrued interest was not previously included in the Note Holder’s income. 

 

Backup Withholding and Information Reporting 

 

Interest paid or accrued on the Notes and the proceeds received from a sale, exchange, or 

other disposition (including retirement at the Maturity Date or Early Repayment of the Notes) 

will generally be subject to information reporting if the Note Holder is not an exempt recipient 

(such as a domestic corporation) and may also be subject to backup withholding at the rates 

specified in the Code if the Note Holder fails to provide certain identifying information (such 

as an accurate taxpayer identification number on IRS Form W-9 if the Note Holder is a U.S. 

Holder) and meet certain other conditions. 

  

State and Local Taxation 

 

In addition to the United States federal income tax considerations described above, 

prospective Note Holders should consider the potential state and local tax consequences of 

an investment in the Notes.  

 

Certain U.S. Federal Income Tax Consequences to Non-U.S. Holders  

 

As used in this discussion, the term “Non-U.S. Holder” means a beneficial owner of a Note 

that is:  

 

• a nonresident alien individual; 
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• a foreign corporation; or 

• a foreign estate or trust. 

 

Payments of Interest 

 

Interest paid on a Note generally will not be subject to U.S. federal income or withholding 

tax, provided that the Non-U.S. Holder: 

 

• is not engaged in a U.S. trade or business to which the interest income is effectively 

connected; 

• does not own, actually or constructively, 10% or more of the capital or profits interests 

in the Fund; 

• is not a controlled foreign corporation related, directly or indirectly, to the Fund; and 

• either (1) provides its name and address on an IRS Form W-8BEN or IRS 

Form W-8BEN-E (or other applicable form) and certifies, under penalties of perjury, 

that it is not a U.S. person as defined under the Code or (2) holds the Notes through 

certain foreign intermediaries and satisfies the certification requirements of applicable 

Treasury regulations. 

 

If a Non-U.S. Holder cannot satisfy the requirements described above, payments of interest 

(including original issue discount, if any) generally will be subject to the 30% U.S. federal 

withholding tax, unless the Non-U.S. Holder provides a properly executed (1) IRS 

Form W-8BEN or IRS Form W-8BEN-E claiming an exemption from or reduction in withholding 

under the benefit of an applicable tax treaty or (2) IRS Form W-8ECI stating that interest paid 

on the Note is not subject to withholding tax because it is effectively connected with the Non-

U.S. Holder’s conduct of a trade or business in the United States. 

 

If the interest income (including original issue discount, if any) is effectively connected to a 

Non-U.S. Holder’s trade or business in the United States (and, if required by an applicable 

income tax treaty, is attributable to a permanent establishment in the United States) and if 

such Non-U.S. Holder provides a properly executed IRS Form W-8ECI (or other applicable 

form) the Non-U.S. Holder generally will be taxed in the same manner as a U.S. Holder (see 

“Tax Consequences to U.S. Holders-Payments of Interest” above). Each Non-U.S. Holder is 

urged to consult its own tax adviser regarding whether an applicable income tax treaty 

provides for a different result and regarding other U.S. tax consequences of the ownership 

and disposition of Notes, including the possible imposition of a branch profits tax at a rate of 

30% (or a lower treaty rate) on its effectively connected earnings and profits attributable to 

its Notes if the Non-U.S. Holder is a corporation. 

 

Sale, Exchange, Redemption, Retirement, or Other Taxable Disposition of Notes  

 

A Non-U.S. Holder generally will not be subject to U.S. federal income tax on gain recognized 

on a sale, exchange, redemption, retirement or other taxable disposition of a Note (other than 

with respect to amounts attributable to accrued interest, including original issue discount, if 

any, which will be subject to tax in the manner described above), unless:  

 

• the gain is effectively connected with a trade or business of the Non-U.S. Holder in 

the United States (and attributable to a permanent establishment in the United States 

if required by an applicable income tax treaty); or 

• the Non-U.S. Holder is an individual who is present in the United States for 183 days 

or more in the taxable year of that disposition, and certain other conditions are met. 
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A Non-U.S. Holder described in the first bullet point above will be taxed in the same manner 

as a U.S. Holder (see “Tax Consequences to U.S. Holders” above) on the net gain derived 

from the sale or other taxable disposition. If such Non-U.S. Holder is a foreign corporation, it 

may also be required to pay a branch profits tax at a 30% rate or a lower rate if so specified 

by an applicable income tax treaty.  

 

A Non-U.S. Holder described in the second bullet point above will be subject to a flat 30% 

U.S. federal income tax on the gain derived from the sale or other taxable disposition, which 

may be offset by U.S. source capital losses. 

 

FATCA 

 

Under the Foreign Account Tax Compliance Act (“FATCA”), the relevant withholding agent is 

required to withhold tax at a rate of 30% on interest on the Notes and the gross proceeds of 

a disposition of the Notes paid to a foreign financial institution or a non-financial foreign entity 

that is the beneficial owner of the payment, unless the foreign financial institution or other 

foreign entity provides a properly executed Internal Revenue Service Form W-8BEN-E to the 

withholding agent.  An intergovernmental agreement between the United States and an 

applicable foreign country may modify these requirements. Persons considering the purchase 

of Notes should consult their own tax advisors to determine whether FATCA is relevant to 

their purchase, ownership, and disposition of the Notes. 

 

NON-U.S. INVESTORS SHOULD CONSULT THEIR OWN TAX ADVISORS REGARDING 

ALL ASPECTS OF AN INVESTMENT IN THE FUND.  

 

Tax Aspects – LPs 

 

The following is a general discussion of certain material federal income tax consequences 

relating to an investment in the Units of the Fund. This summary does not attempt to describe 

all aspects of the federal income tax laws or any state, local, or foreign laws that may affect 

an investment in the Fund, nor is it intended to be applicable to all Investors, such as Investors 

subject to the alternative minimum tax, financial institutions, dealers, and other Investors 

that do not hold their Units as capital assets, insurance companies, and foreign persons or 

entities, some of which may be subject to special rules. No ruling has been or will be requested 

from the IRS and no assurance can be given that the IRS will agree with the tax consequences 

described in this summary. Each prospective LP should consult with its own tax adviser in 

order to fully understand the federal, state, local, and foreign income tax consequences of an 

investment in the Fund. This summary does not constitute tax advice, and is not intended to 

substitute for individual tax planning. 

 

As used herein, the term “U.S. LP” means a beneficial owner of a Unit in the Fund which is a 

“U.S. Person.” A “U.S. Person” is for federal income tax purposes: (i) an individual who is a 

citizen of the United States or a resident of the United States; (ii) a corporation (or other 

entity taxable as a corporation) that is created or organized in or under the laws of the United 

States or any state thereof or the District of Columbia; (iii) an estate the income of which is 

subject to federal income taxation regardless of its source; or (iv) a trust if (a) a court within 

the United States is able to exercise primary supervision over the administration of the trust, 

and one or more United States persons have the authority to control all substantial decisions 

of the trust, or (b) has a valid election in effect under the applicable regulations to be treated 

as a U.S. Person. A “Non-U.S. LP” is a beneficial owner of a Unit that is not a U.S. LP. 

 

A partnership (or other entity treated as a partnership for U.S. federal income tax purposes) 

holding a Unit should consult its own tax advisor because the tax treatment of a partner 
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generally will depend upon the status of the partner and the activities of the partnership. This 

discussion does not constitute tax advice and is not intended to substitute for individual tax 

planning. 

 

Fund Tax Status 

 

It is intended that the Fund will be classified and reported as a partnership for federal income 

tax purposes, and that the Fund will not be treated as a “publicly traded partnership.” An 

entity that would otherwise be classified as a partnership for U.S. federal income tax purposes 

may nonetheless be taxable as a corporation if it is a “publicly traded partnership,” unless the 

partnership meets certain passive income tests under Section 7704 of the Code. The GP 

intends to operate the Fund so it will not be treated as a publicly traded partnership. These 

measures will include the GP having the absolute right to deny transfers of Units unless a safe 

harbor is clearly available, determine in the GP’s sole discretion, permitting such transfer. In 

addition, the Fund intends to obtain and rely on appropriate representations and undertakings 

from each LP so that the Fund is not treated as a publicly traded partnership. 

 

The following discussion assumes that the Fund will be treated as a partnership for federal 

income tax purposes. 

 

The GP may, in its sole discretion, establish parallel, feeder, or alternative entities such as 

partnerships, corporate subsidiaries, or other investment vehicles to address the tax, 

regulatory, or other concerns of certain prospective Investors, though as of the date of this 

Memorandum no such other investment vehicles have been established by the GP. In addition, 

the GP may also, in its sole discretion, reorganize the Fund into a master-feeder structure. 

Any person reviewing this discussion should seek advice based on such person’s particular 

circumstances from an independent tax advisor. 

 

Taxation of U.S. LPs 

 

As a partnership, the Fund will not be subject to federal income tax. Instead, for federal 

income tax purposes, each U.S. LP will be required to take into account its distributive share 

of all items of the Fund’s income, gain, loss, deduction, and credit for the Fund’s taxable year 

ending within or with the U.S. LP’s taxable year. Each item generally will have the same 

character and source (either U.S. or foreign) as though the U.S. LP had realized the item 

directly. 

 

A U.S. LP will be required to include in income, for federal income tax purposes, its allocable 

share of the Fund’s income or gain regardless of whether the Fund makes any Distribution to 

such U.S. LP. Therefore, each U.S. LP should be aware that the tax liability associated with 

an equity interest in the Fund may exceed (perhaps to a substantial extent) the cash 

distributed to that U.S. LP by the Fund during a taxable year, and a U.S. LP may have to 

utilize cash from other sources to satisfy a tax liability attributable to an investment in the 

Fund. 

 

Under Section 704 of the Code, a U.S. LP’s distributive share of any item of Fund income, 

gain, loss, deduction, or credit of the Fund will be governed by the Operating Agreement 

unless the allocation provided by the Operating Agreement does not have substantial 

economic effect. The GP believes that the allocations set forth in the Operating Agreement 

will be considered to have substantial economic effect and will therefore be respected for 

federal income tax purposes. 
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Nature of Income Derived by the Fund 

 

The Fund expects generally to recognize ordinary income in connection with its transactions 

but may also recognize either or both long-term and short-term capital gains. It is also 

possible that the Fund will recognize capital losses for federal income tax purposes, the 

deductibility of which may be limited. Whether such income is passive or active, portfolio or 

non-portfolio, is determined by each individual taxpayer’s circumstances. Each individual 

Investor/LP should consult with her or his tax advisor to determine the character of income 

received from the Fund, and the taxation of such income. 

 

The Fund may invest (i) in certain securities, such as original issue discount obligations, 

preferred stock with redemption or repayment premiums, certain foreign corporations, or 

equity in other entities treated as transparent for tax purposes or (ii) engage in transactions 

such as debt restructurings or foreclosures that could cause the Fund, and consequently the 

Investors, to recognize taxable income without receiving any cash. Thus, taxable income 

allocated to a U.S. LP may exceed cash Distributions, if any, made to such U.S. LP, in which 

case such U.S. LP would have to satisfy tax liabilities arising from an investment in the Fund 

from its own funds. 

 

Depreciation Expenses and Depreciation Recapture Penalties 

 

When a Sponsor in a Target Asset or another Fund Asset elects to deduct depreciation 

expenses, the Fund will include those expenses as losses on each LP’s Schedule K-1 for tax 

purposes, and this could result in a net loss, even though the Fund is making Distributions. 

In prior years, for example, the Fund (together with other Affiliate funds), included material 

losses on investors' Schedules K-1 as the result of depreciation expenses reported by the 

Assets in which those funds were invested.   

 

While the GP reasonably expects that the Fund will continue to generate depreciation 

expenses that offset some amount of income on its LPs’ Schedules K-1, there is no guarantee 

that this will happen or that Fund LPs will receive the benefits of these depreciation expenses 

in the future.  It is similarly impossible to predict the amount of any depreciation expenses 

that may be reported in future years. This is true for multiple reasons, including the fact that 

different Sponsors elect to treat depreciation expenses differently.  

 

When a Sponsor who has reported depreciation expenses sells a property, the Target Asset 

or other Asset may be required to report as ordinary income any depreciation recapture.  This 

could create phantom income for LPs if not offset by other depreciation expenses or similar 

losses.  Moreover, an LP whose Units have been redeemed or sold with permission of the GP 

after having received benefits of depreciation associated with certain property, but before that 

property is sold, may not ultimately be required to pay taxes on the gains associated with 

depreciation recapture at the time of sale.  Rather, other, then-current LPs in the Fund, some 

of whom may not have received the benefits of the previous depreciation expenses, may be 

required to pay taxes on the gains generated by the depreciation recapture penalty without 

ever having derived benefit from that depreciation.   

 

While the GP may, using the discretion it is entitled to exercise with respect to Redemptions, 

Unit Prices, and other issues, attempt to address any materially unfair impacts of depreciation 

expenses or recapture penalties, it will likely be impractical, if not impossible, to do so 

effectively in all but the most extreme cases.  As a result, there is a risk that certain LPs will 

be disproportionately impacted by depreciation expenses and any depreciation recapture 

penalties that Target Assets may have to pay.   
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In addition to these issues, LPs investing through a tax-exempt entity should be aware that 

depreciation recapture payments may be characterized as unrelated business taxable income 

(“UBTI”), which may require those LPs to file a form 990-T and pay the corresponding tax. 

 

Original Issue Discount 

 

Certain loans acquired by the Fund may be treated as having “original issue discount” (“OID”) 

for U.S. federal income tax purposes. A loan will be treated as having OID if the loan’s stated 

redemption price at maturity exceeds its issue price by more than a statutory de minimis 

amount. In the case of any loan treated as having OID, the holder would be required to accrue 

a portion of the OID daily as interest income even though receipt of the corresponding cash 

payment is deferred. 

 

Market Discount Loans 

 

The Fund may acquire certain loans at a “market discount” (“Market Discount Loans”). A 

loan acquired after its original issuance will generally be treated as a Market Discount Loan if 

the stated redemption price of the loan at maturity (or its adjusted issue price in the case of 

an obligation that was issued with OID) exceeds the holder’s basis for the loan immediately 

after its acquisition by more than a statutory de minimis amount. In general, any gain 

recognized on the maturity or disposition of a Market Discount Loan will be treated as ordinary 

income to the extent that such gain does not exceed the accrued market discount on such 

Market Discount Loan. Alternatively, the holder may elect to ratably include market discount 

in income during the period that such holder holds the Market Discount Loan. Market discount 

accrues on a straight-line basis unless the holder elects to accrue such discount on a constant 

yield to maturity basis. If the Fund does not elect to include market discount in income 

currently, it generally will be required to defer deductions for interest on borrowings allocable 

to such Market Discount Loan in an amount not exceeding the accrued market discount on 

such Market Discount Loan until the maturity or disposition of such Market Discount Loan. 

 

Upon the sale of property or Fund Assets, the Fund will recognize a gain or loss in an amount 

equal to the difference between the amount realized and the Fund’s tax basis in the property 

or Fund Asset sold. The gains or losses realized by the Fund from the sale or other disposition 

of property of Fund Assets generally would be treated as capital gains or losses subject to 

certain rules, some of which are discussed above. However, if the Fund (or an entity in which 

the Fund is a partner, LP, or other type of Investor) were treated as a “dealer” with respect 

to all or part of its property (meaning that it was viewed as holding such property for sale to 

customers in the ordinary course of its business), then all the gains from such property would 

be treated as ordinary income. Further, if a Fund Asset is sold in less than one year from the 

date of acquisition, then gains from such property would likely be treated as short-term capital 

gains and taxed at ordinary income rates. 

 

U.S. LPs who are individuals, estates, or certain trusts may be subject to a 3.8% net 

investment income tax pursuant to Section 1411 of the Code on certain investment income 

such as interest, dividends, and rents from certain passive activities. Prospective Investors 

should consult their tax advisors regarding the possible applicability of the this tax to income 

and gain in respect of an investment in the Fund. 

 

Basis 

 

Each U.S. LP will (subject to certain limits as discussed below) be entitled to deduct its 

allocable share of the Fund’s losses to the extent of its tax basis in its interest at the end of 
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the tax year of the Fund in which such losses are recognized. A U.S. LP’s tax basis in its 

interest is, in general, equal to the amount of cash such U.S. LP has contributed to the Fund, 

increased by the U.S. LP’s proportionate share of income and liabilities of the Fund, and 

decreased by the U.S. LP’s proportionate share of cash Distributions, losses, and reductions 

in such liabilities. 

 

If cash (including in certain circumstances “marketable securities”) distributed to a U.S. LP in 

any year, including for this purpose any reduction in that U.S. LP’s share of the liabilities of 

the Fund, exceeds that U.S. LP’s share of the taxable income of the Fund for that year, the 

excess will constitute a return of capital and will be applied to reduce the tax basis of that 

U.S. LP’s interest. Any distribution or deemed distribution in excess of such basis will result 

in taxable gain to the U.S. LP. In general, Distributions (other than liquidating Distributions) 

of property other than cash and, in certain circumstances, “marketable securities,” will reduce 

the basis (but not below zero) of a U.S. LP’s interest by the amount of the Fund’s basis in 

such property immediately before its distribution but will not result in the realization of taxable 

income to the U.S. LP. 

 

Limits on Deductions for Losses and Expenses 

 

In the case of U.S. LPs that are individuals, estates, trusts, or certain types of corporations, 

the ability to utilize any tax losses generated by the Fund may be limited under the “at risk” 

limitation in Section 465 of the Code, the passive activity loss limitation in Section 469 of the 

Code and/or other provisions of the Code. Furthermore, such U.S. LP may be subject to 

limitations on the ability to utilize certain specific items of deduction attributable to the 

investment activities of the Fund (as opposed to its activities that represent a trade or 

business for federal income tax purposes). Additional limitations may apply to an individual 

U.S. LP’s ability to utilize losses allocated to it from the Fund. 

 

It is not possible to predict the extent to which any of the foregoing provisions of the Code 

will be applicable or the extent to which tax losses will be allocated to the U.S. LP, since that 

will depend upon the exact nature of the Fund’s future operations and the individual tax 

positions of such U.S. LP. Prospective Investors should consult with their own tax advisors 

regarding the application of these rules (and any other rules limiting their ability to deduct 

losses or expenses associated with their interests) to them. 

 

In general, neither the Fund nor any U.S. LP may currently deduct organizational or 

syndication expenses. An election may be made by a partnership to amortize the 

organizational expenses over a 180-month period and the Fund intends to make such election. 

syndication fees (which include placement fees or commissions paid by the GP) must be 

capitalized and cannot be amortized or otherwise deducted. 

 

Possible Audit of Information Return 

 

A limited partnership is not liable for the payment of federal income tax, but is required to file 

a federal income tax return on Form 1065 each year. Any such return may be audited, and 

any such audit may result in adjustments. Specifically, some of the deductions, claims, income 

reported, or positions taken by the Fund may be challenged by the IRS. Any audit adjustment 

made by the IRS could adversely affect the LPs, and even if no such adjustment were 

ultimately sustained, the LPs would, directly or indirectly, bear the expense of contesting such 

adjustments. In addition, if the IRS were to determine an understatement of income at the 

Fund level, it is possible that the Fund itself could owe an imputed underpayment to the IRS. 

It is not known whether a court would sustain any Fund position if contested by the IRS. 
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Sale or Exchange of U.S. LP Interests 

 

Except to the extent the Fund holds appreciated inventory or unrealized receivables, a U.S. 

LP that sells or otherwise disposes of an interest in the Fund in a taxable transaction generally 

will recognize gain or loss equal to the difference, if any, between the adjusted basis of the 

interest and the amount realized from the sale or disposition. The amount realized will include 

the U.S. LP’s share of the Fund’s liabilities outstanding at the time of the sale or disposition. 

Capital gain would be eligible for a reduced rate of federal income taxation if the interest has 

been held for more than one year. The holding period for capital gains purposes begins on 

the day after the interest is issued to the U.S. LP. 

 

In the event of a sale or other transfer of an interest at any time other than the end of the 

Fund’s taxable year, the share of income and losses of the Fund for the year of transfer 

attributable to the interest transferred will be allocated for federal income tax purposes 

between the transferor and the transferee on either an interim closing-of-the-books basis or 

a pro rata basis reflecting the respective periods during such year that each of the transferor 

and the transferee owned the interest. 

 

The Code provides for optional adjustments to the basis of partnership property under Code 

Section 734 in connection with Distributions of partnership property to a partner and under 

Code Section 743 in connection with transfers of partnership interests, including by reason of 

death, provided that a partnership election has been made pursuant to Section 754 of the 

Code. Under the Operating Agreement, the GP in its sole discretion may make the election 

under Code Section 754 if the GP determines that such election is appropriate under the 

circumstances. As a result of the complexity and added expense of the tax accounting required 

to implement such an election, the GP currently does not intend to make such election. 

However, these optional basis adjustments are mandatory upon Distributions of partnership 

property and transfers of partnership interests under certain circumstances. The Fund may 

incur additional expenses for the reasons discussed above as a result of making any 

mandatory basis adjustments. 

 

Tax-Exempt LPs 

 

In general, organizations that are otherwise exempt from federal income taxation pursuant 

to Section 501(a) of the Code (“Tax-Exempt Investors”) are subject to taxation with respect 

to any unrelated business taxable income (“UBTI”). Under Section 512(c) of the Code, when 

computing UBTI, a Tax-Exempt Investor must include its distributive share of income of any 

partnership of which it is a partner to the extent that such income would be UBTI if earned 

directly by the Tax-Exempt Investor. 

 

UBTI is generally defined as gross income from a trade or business regularly carried on by a 

tax-exempt entity that is unrelated to its exempt purpose (including an unrelated trade or 

business regularly carried on by a partnership of which the entity is a partner) less the 

deductions directly connected with that trade or business. Subject to the discussion of the 

“unrelated debt financed income” below, UBTI generally does not include interest, most real 

property rents or gains from the sale, exchange, or other disposition of property (other than 

inventory or property held primarily for sale to customers in the ordinary course of a trade or 

business), but does include operating income from businesses owned directly or through a 

“flow-through” entity for U.S. federal income tax purposes.  Any depreciation recapture 

payments made by Sponsors of the Fund’s Assets may also be considered UBTI. 

 

If a Tax-Exempt Investor’s acquisition of an interest in the Fund is debt financed, or the Fund 

incurs “acquisition indebtedness” with respect to an investment, then all or a portion of the 
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income attributable to the debt financed property will be included in UBTI regardless of 

whether such income would otherwise be excluded as dividends, interests, rents, gain, or loss 

from sale of eligible property or similar income. Such treatment will apply, in the case of 

ordinary income, only in tax years in which the Fund had acquisition indebtedness outstanding 

or, in the case of a sale, if the Fund had acquisition indebtedness outstanding at any time 

during the 12-month period prior to the sale. 

 

In addition, UBTI can be realized through an acquisition, development, and disposition 

strategy whereby the Fund would be treated as a “dealer” with respect to all or part of the 

assets in which it invests. In this case, all the gain from the disposition of such assets generally 

would be UBTI (subject to a limited exception for gain from the sale of certain real estate 

assets acquired from insolvent financial institutions). 

 

Because the Fund expects to incur “acquisition indebtedness” with respect to certain 

investments, Tax-Exempt Investors will likely recognize UBTI with respect to an investment 

in the Fund. In addition, the loans and some of the direct acquisitions of real property may 

constitute a U.S. trade or business. The GP may, in its sole discretion, establish parallel, 

feeder, or alternative entities such as partnerships, corporate subsidiaries, or other 

investment vehicles to address the tax, regulatory, or other concerns of certain prospective 

Investors. In addition, the GP may also, in its sole discretion, reorganize the Fund into a 

master-feeder structure. However, there can be no assurance that the Tax-Exempt Investors 

will not incur UBTI with respect to any investment. Accordingly, Tax-Exempt Investors are 

urged to consult with their own tax advisors regarding the possible consequences of an 

investment in the Fund. 

 

TAX-EXEMPT INVESTORS SHOULD CONSULT THEIR OWN TAX ADVISORS REGARDING ALL 

ASPECTS OF UBTI. 

 

Non-U.S. LPs 

 

Non-U.S. LPs that invest directly in the Fund generally will be subject to U.S. federal income 

tax on their distributive share of the taxable income of the Fund that is deemed to be 

“effectively connected” with a U.S. trade or business as if they were U.S. citizens or residents, 

regardless of whether the Fund makes any cash Distributions. 

 

Generally Non-U.S. LPs that invest directly in the Fund will be required to file a U.S. federal 

income tax return with respect to their distributable share of the Fund’s effectively connected 

income. Investments made in the U.S. by the Fund may cause the Fund to be engaged in a 

U.S. trade or business. In that event, Non-U.S. LPs would be considered engaged in a U.S. 

trade or business. Income and gain from any such U.S. investments, including a portion of 

gain on the sale or redemption of interests in the Fund, may be treated as effectively 

connected with the conduct of a U.S. trade or business and thus be subject to U.S. federal 

income tax, regardless of whether the Fund makes any cash Distributions. 

 

Generally, the Fund would be required to withhold at a 37% rate (21% for corporate entities) 

from effectively connected income allocable to Non-U.S. LPs. In addition, such Non-U.S. LPs 

would be required to file U.S. federal income tax returns. Any such Non-U.S. LPs that are 

non-U.S. corporations may also be subject to a 30% branch profits tax on their share of 

certain effectively connected earnings and profits, although the rate may be reduced under 

applicable tax treaties. 

 

If the Fund generates any U.S. source “fixed or determinable, annual or periodic” gains, 

profits, or income, such as interest or dividends, that is not effectively connected with a U.S. 



 
 

 92  
CONFIDENTIAL 
Private Placement Memorandum dated April 1, 2022 

trade or business, a Non-U.S. LP’s allocable share of such income (whether or not distributed) 

will be subject to U.S. withholding tax at 30%, unless reduced or eliminated by an applicable 

exception or tax treaty. 

 

In addition, regardless of whether the activities of a Fund constitute a U.S. trade or business, 

Non-U.S. LPs will be taxable on any gain derived from the disposition of a “U.S. real property 

interest” as if such gain were effectively connected income. U.S. real property interests 

include interests in U.S. real estate and certain U.S. corporations that hold predominantly 

U.S. real estate investments. Generally, the Fund will be required to withhold and remit to 

the IRS a portion of any gain attributable to dispositions of U.S. real property interests. The 

30% branch profits tax may also apply to corporate Non-U.S. LPs. In addition, a purchaser 

may be required to withhold 15% of the purchase price upon a sale of an interest in the Fund. 

 

Under the Foreign Account Tax Compliance Act (the “FATCA”), the Fund will be required to 

deduct a 30% withholding tax from payments of certain U.S. source income, including capital 

gains, paid to LPs that are foreign financial institutions or non-financial foreign entities unless 

the applicable foreign LP provides a properly executed Internal Revenue Service Form W-

8BEN-E to the Fund. An intergovernmental agreement between the United States and an 

applicable foreign country may modify these requirements. Non-U.S. Investors considering 

the purchase of Units should consult their own tax advisors to determine whether FATCA is 

relevant to their purchase, ownership, and disposition of the Units. 

 

Neither the Fund nor GP can provide assurance that the Non-U.S. LPs will not be treated as 

engaged in a U.S. trade or business or be required to file U.S. tax returns or pay such U.S. 

taxes with respect to any investment in the Fund. Accordingly, Non-U.S. LPs are urged to 

consult with their own tax advisors regarding the possible consequences of an investment in 

the Fund. 

 

NON-U.S. LPS SHOULD CONSULT THEIR OWN TAX ADVISORS REGARDING ALL 

ASPECTS OF AN INVESTMENT IN THE FUND. 

 

Treatment of Withholding Taxes 

 

The Fund will withhold and pay to the IRS any withholding taxes required to be withheld with 

respect to any LP and will treat such withholding as a payment to such LP. Such payment will 

be treated as a distribution to the extent that the LP is then entitled to receive a cash 

distribution.  

 

Each prospective Investor is urged to consult with and must rely upon the advice of its own 

professional tax advisors with respect to the United States and foreign tax treatment of an 

investment in the Fund. 

 

State, Local Taxes and Foreign Tax Considerations 

 

The foregoing discussion does not address the state, local, and foreign tax considerations of 

an investment in the Fund. Prospective Investors are urged to consult their own tax advisors 

regarding those matters and all other tax aspects of an investment in the Fund. It should be 

noted that the LPs may be subject to state or local income, franchise, or withholding taxes in 

those jurisdictions where the Fund owns real estate assets or is otherwise regarded as doing 

business, and may be required to file tax returns in such jurisdictions. It also should be noted 

that it is possible that the Fund itself may be subject to state or local tax in certain 

jurisdictions. 
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Reporting 

 

The GP will furnish each LP with an annual statement setting forth information relating to the 

operations of the Fund (including information regarding such LP’s distributive share of 

partnership income and gains, losses, deductions, and credits for the taxable year) as is 

reasonably required to enable the LP to properly report to the IRS with respect to such LP’s 

participation in the Fund. 

 

The federal information tax returns filed by the Fund will be subject to audit by the IRS and 

the audit of the Fund’s returns could result in an audit of the LPs’ own federal income tax 

returns. In connection with such audits, adjustments to Fund items could result in the 

assertion of tax deficiencies (as well as interest and penalties thereon) against the Fund or 

the LPs. Any administrative or judicial proceedings involving the federal income tax treatment 

of Fund items will generally be conducted on a unified basis, with binding effect on all Partners. 

The GP will serve as the Fund’s “Partnership Representative” for purposes of coordinating any 

such proceedings and providing any required notices about such proceedings to the LPs. The 

GP will have broad authority and authorization under the Operating Agreement to make 

decisions and take actions in its capacity as Partnership Representative. 

 

Due to the nature of the Fund’s investments in other funds and syndications, the Fund’s tax 

reporting, including Schedules K-1 delivered to Investors, cannot be completed until all of the 

Sponsors operating the Assets in which the Fund invests provide their tax reporting to the 

Fund.  The GP has little or no control over the timing of these underlying tax reports.  As a 

result, the Fund’s tax reporting, including the delivery of Schedules K-1 to its Investors, may 

be seriously delayed, and Investors may need to obtain extensions of time to file their annual 

income tax returns.   

 

Reportable Transactions Regulation 

 

Treasury regulations impose special reporting rules for “reportable transactions.” A reportable 

transaction includes, among other things, a transaction in which an advisor limits the 

disclosure of the tax treatment or tax structure of the transaction and receives a fee in excess 

of certain thresholds. The GP intends to take the position that an investment in the Fund did 

not constitute a reportable transaction. If it were determined that an investment in the Fund 

does constitute a reportable transaction, each LP would be required to complete and file IRS 

Form 8886 with such LP’s tax return for the tax year that includes the date that such Partner 

acquired an interest in the Fund. The GP reserves the right to disclose certain information 

about the LPs and the Fund to the IRS on Form 8886, including the LPs’ capital commitments, 

tax identification numbers (if any), and dates of admission to the Fund, to facilitate compliance 

with the reportable transaction rules if necessary. In addition, the Fund may engage in certain 

transactions which themselves constitute reportable transactions and with respect to which 

both the Fund and certain LPs may be required to file Form 8886. Certain states have similar 

reporting requirements and may impose penalties for failure to report. Prospective Investors 

should consult their tax advisors for advice concerning compliance with the reportable 

transaction regulations. 

 

U.S. Partnership Tax Audit Risk 

Under current law, the Fund, which intends to be treated as a partnership for U.S. tax 

purposes, will be required to file a tax return with the IRS. If the tax returns of the Fund are 

audited by the IRS, the tax treatment of the Fund’s income and deductions generally is 

determined at the Fund level and U.S. tax deficiencies arising from the audit, if any, are paid 

by the Fund.  
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To mitigate the potential adverse consequences of the general rule, the Fund may be able to 

elect to pass through such audit adjustments for any year to the LPs who were partners in 

the Fund for the Filing Year, in which case those partners generally would be responsible for 

the payment of any tax deficiency, determined after including their shares of the adjustments 

on their tax returns for the Adjustment Year. 

 

INVESTORS SHOULD CONSULT THEIR OWN TAX ADVISORS REGARDING THE STATE, 

LOCAL, AND FOREIGN TAX CONSEQUENCES OF AN INVESTMENT IN THE FUND. 

 

Certain Considerations for Employee Benefit Plans and Individual Retirement Plans 

The following discussion is a summary of certain considerations associated with an investment 

in the Fund by an “employee benefit plan” that is subject to Part 4 of Title I of ERISA (such 

as a pension, profit-sharing or other plan that is qualified under Section 401(a) of the Code) 

or by a “plan” that is subject to Section 4975 of the Code (such as a qualified tax-deferred 

annuity plan, an individual retirement account or an individual retirement annuity) and 

government sponsored plans (each such plan, a “Benefit Plan”). This summary is general in 

nature and does not address every ERISA or other issue that may be applicable to the Fund 

or a particular investor, and does not constitute (and should not be construed as) legal advice 

or a legal opinion. It is based on the provisions of ERISA, the Code, judicial decisions, and tax 

and U.S. Department of Labor regulations and rulings in existence as of the date hereof. 

Future legislative, administrative or judicial action could significantly modify the information 

summarized herein. Any such changes may be retroactive and thereby apply to transactions 

entered into before the date of their enactment or release. A fiduciary considering investing 

assets of a Benefit Plan in the Fund should consult with its legal advisor about ERISA, fiduciary 

and other legal considerations before making such an investment. 

ERISA and the Code impose certain duties on persons who are fiduciaries of Benefit Plans and 

prohibit the use of “plan assets” for the benefit of the fiduciary and certain transactions 

involving “plan assets” between the Benefit Plan and “parties in interest” or “disqualified 

persons,” as those terms are defined in ERISA and the Code, respectively. In evaluating 

whether to invest the assets of a Benefit Plan in the Fund, a fiduciary should consider, among 

other things: (i) whether the fiduciary has the authority to make the investment under the 

Benefit Plan’s investment policies and governing instruments and under Title I of ERISA; (ii) 

whether the investment is consistent with the fiduciary’s responsibilities and satisfies the 

requirements outlined in part 4 of subtitle B of title I of ERISA (if applicable), in particular the 

requirements relating to prudence, diversification and delegation of control over “plan assets”; 

(iii) whether the investment could constitute or give rise to a violation of the prohibited 

transaction provisions in section 406 of ERISA or section 4975 of the Code; (iv) whether the 

investment will provide sufficient liquidity to permit benefit payments to be made as they 

become due, particularly because an investment in the Fund will be illiquid and there are 

significant limitations on the marketability of the Units; (v) any requirement (such as that 

contained in section 103(b)(3) of ERISA) that the Benefit Plan be valued annually at fair 

market value, because there will be no public market for the Units and no annual appraisals 

of such Units; and (vi) other provisions in ERISA dealing with “plan assets.” 

Neither ERISA nor the Code specifically defines the term “plan assets.”  However, pursuant 

to U.S. Department of Labor Regulation 29 C.F.R. § 2510.3 101 (the “Plan Asset 

Regulation”), the assets of an entity in which a Benefit Plan acquires an equity interest will 

be deemed to be “plan assets” under certain circumstances. The Plan Asset Regulation 

generally provides that when a Benefit Plan acquires an equity interest in an entity that is 

neither a “publicly offered security,” as defined in the Plan Asset Regulation, nor a security 

issued by an investment company registered under the Exchange Act, the Benefit Plan’s 
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assets include both the equity interest and an undivided interest in each of the underlying 

assets of the entity unless, among other exceptions not relevant here, it is established that 

equity participation in the entity by Benefit Plan investors is not significant to the Offering or 

that the entity is an “operating company,” in each case as defined in the Plan Asset Regulation. 

Units in the Fund will be considered to be an equity interest that is neither a publicly offered 

security nor a security issued by an investment company registered under the Exchange Act 

for purposes of the Plan Asset Regulation. 

For purposes of the Plan Asset Regulation, equity participation in the Fund by Benefit Plan 

investors will not be considered “significant” so long as in the aggregate Benefit Plan investors 

hold less than 25% of the value of all equity interests in the Fund. For purposes of making 

this determination, the value of any equity interests held by the GP and any other person 

(other than a Benefit Plan investor) who has discretionary authority or control with respect to 

the assets of the Fund or who provides investment advice for a fee (direct or indirect) with 

respect to such assets, or any affiliate of any such person, must be disregarded. The term 

“Benefit Plan investor” includes any Benefit Plan as well as any entity whose underlying assets 

include the assets of a Benefit Plan investor by reason of a Benefit Plan investor’s investment 

in that entity. 

If the assets of the Fund are deemed to be “plan assets” of Benefit Plans that invest in the 

Fund (whether as a result of the application of the Plan Asset Regulation or otherwise), then 

Subtitle A and Parts 1 and 4 of Subtitle B of Title I of ERISA and Section 4975 of the Code will 

apply to the investments made by the Fund. This will result in, among other things, (i) the 

GP becoming a fiduciary of the Benefit Plans and subject to the bonding requirements of 

ERISA; (ii) the application of ERISA’s prudence and other fiduciary standards (which impose 

liability on Benefit Plan fiduciaries) to investments made by the Fund, which could materially 

affect the operation of the Fund; (iii) the application of the disclosure obligations under Section 

408(b)(2) of ERISA; (iv) potential co-fiduciary liability of persons having investment discretion 

over the assets of Benefit Plans that invest in the Fund should any investments made by the 

Fund not conform to ERISA’s prudence and fiduciary standards under Part 4 of Subtitle B of 

Title I of ERISA; and (v) the possibility that certain transactions that the Fund might enter 

into in the ordinary course of its business and operation (e.g., transactions between the Fund 

and the GP (or its Affiliates) or transactions between the Fund and any parties in interest or 

disqualified persons with respect to any Benefit Plan that is a partner) could constitute 

“prohibited transactions” under Section 406 of ERISA or Section 4975 of the Code. For 

example, such “plan asset” treatment would subject the calculation and payment of the 

Management Fee to applicable prohibited transaction rules requiring that fees constitute 

“reasonable compensation” for services rendered and comply with certain conflict-of-interest 

provisions of ERISA. A prohibited transaction, in addition to imposing potential personal 

liability on the fiduciaries of Benefit Plans, may also result in the imposition of a civil penalty 

under ERISA or an excise tax under the Code on parties in interest or disqualified persons 

with respect to the Benefit Plans. In addition, if the Benefit Plan involved in a “prohibited 

transaction” is an individual retirement account or annuity (“IRA”), the IRA would lose its 

tax-exempt status.  Since the GP is not a registered investment adviser, other fiduciaries of 

the Benefit Plan would not be protected by the “investment manager” rule under section 

405(d) of ERISA with respect to the investment decisions of the GP. 

There is very little authority regarding the application of ERISA and the Plan Asset Regulation 

to entities such as the Fund, and there can be no assurance that the U.S. Department of Labor 

or the courts would not take a position or promulgate additional rules or regulations that could 

significantly impact the “plan asset” status of the Fund. 
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The GP does not intend to manage the assets of the Fund as though the assets were “plan 

assets” of Benefit Plan investors. It is the intent of the GP to monitor the investments in the 

Fund and take actions to ensure that less than 25% of the Units are held by Benefit Plan 

investors. The GP reserves the right to reject subscriptions in whole or in part for any reason, 

including that the LP is a Benefit Plan investor. In the event the GP elects to limit investment 

in the Fund by Benefit Plan Investors, the GP may have the authority to restrict transfers or 

redemptions of Units, and may require a full or partial withdrawal or Redemption of Units of 

any Benefit Plan investor to the extent it deems appropriate to avoid having the assets of the 

Fund be deemed to be plan assets of any Benefit Plan investor. A Benefit Plan investor may, 

in the discretion of the GP, be permitted or required to withdraw from the Fund if it is 

determined by such LP, the GP, the U.S. Department of Labor, the IRS or a court of competent 

jurisdiction that (i) such Benefit Plan’s continued status as an LP or the conduct of the Fund 

will result, or there is a material likelihood that such continuation or conduct will result, in a 

material violation of ERISA or Section 4975 of the Code, or (ii) all or a portion the Fund’s 

assets constitute “plan assets” of such Benefit Plan. 

Representations by Benefit Plans 

A Benefit Plan proposing to invest in the Fund will be required to represent that it is, and any 

fiduciaries responsible for the Benefit Plan’s investments are: 

• Aware of and understand the Fund’s investment objective, policies and strategies, 

responsible for exercising independent judgment in evaluating the Benefit Plan’s 

purchase, holding and disposition of equity interests in the Fund; 

• Making the decision to invest plan assets in the Fund with appropriate consideration 

of relevant investment factors with regard to the Benefit Plan, and the decision is 

consistent with the applicable duties and responsibilities imposed by law with 

regard to the Benefit Plan’s investment decisions; 

• Independent of the GP and any affiliate of the GP;  

• Capable of evaluating investment risks independently, both in general and with 

regard to particular transactions and investment strategies of the Fund, including 

the Benefit Plan investor’s purchase of Units as contemplated in the Limited Partner 

Subscription Booklet; and 

• Understanding that none of the Fund nor the GP, nor any director, officer, member, 

partner, principal, or Affiliate of the Fund or the GP, is by having made any oral or 

written statement prior to the date hereof or by making any future written or oral 

statement regarding the Fund, undertaking to provide impartial investment advice, 

or to give advice in a fiduciary capacity, in connection with the Benefit Plan 

investor’s purchase, holding or disposition of Units. 

It is intended that the assets of the Fund will not be considered plan assets of any Benefit 

Plan or be subject to any fiduciary or investment restrictions that may exist under ERISA or 

the Code specifically applicable to such Benefit Plans. Each Benefit Plan will be required to 

acknowledge and agree in connection with its investment in Units to the foregoing status of 

the Fund and the GP and that there is no rule, regulation or requirement applicable to such 

LP that is inconsistent with the foregoing description of the Fund and the GP. 

Whether or not the underlying assets of the Fund are deemed “plan assets” under ERISA, an 

investment in the Fund by a Benefit Plan is subject to ERISA. Accordingly, any fiduciary of a 

Benefit Plan should consult with its legal advisor concerning the ERISA considerations 

discussed above and any other ERISA-related matters before purchasing Units in the Fund.
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Item 2.  Material Changes 

Since FAIA’s last brochure dated February 3, 2021, FAIA has started advising one new client—Fairway 
Bamboo GP Fund LLC (“FBGPF”).  FAIA also started the process of winding down Fairway America 
Fund VI LLC (“Fund VI”) and expects to complete that process in 2022 or 2023.  Also, with the approval 
of limited partner investors holding more than 60% of the Units in each Fund, the General Partner of 
Fairway America Fund VII LP (“Fund VII”) and Fairway America Fund VIIQP, LP (“Fund VIIQP”) has 
made a number of changes to those Funds.  Among other things, payments of any portion of the Excess 
Distributable Cash (“EDC”) previously payable to FAIA by Fund VII and Fund VIIQP have been 
eliminated, along with the preferred return structure tied to FAIA’s right to receive a share of EDC, the 
management fee for those two Funds has been increased from 1.5% to 2.0% of each Fund’s total assets 
under management, the Capital Rase Fee payable by those two Funds has been reduced, and each Fund has 
added an onboarding fee.  Fund VIIQP’s investment mandate has also been slightly modified to allow that 
Fund to focus more on overall returns, while still attempting to generate reasonable quarterly cash flows.  
Fairway America Capital Markets Group LLC (“FACMG”) has also engaged registered representatives 
Rich and George Matyas through North Capital Private Securities Corporation (“NCPS") to raise capital 
for the Funds that FAIA advises. Each of these changes is discussed in more detail below.   
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Item 4.  Advisory Business 

Fairway America Investment Advisors, LLC, founded in 2016, (together with its relying advisers, “FAIA”), 
provides advisory services solely to six private real estate investment funds (each a “Fairway Fund” or 
“Fund” and collectively, the “Fairway Funds” or “Funds”).  The Fairway Funds invest exclusively in real 
estate-related assets in what FAIA refers to as the “middle market” or “small balance” real estate market—
a distinct sub-set of the U.S. commercial real estate market.   

The Fairway Funds include five open private funds that are actively making investments in real estate-
related assets: Fund VII, Fund VIIQP, Fairway America Value-Add Self-Storage Fund LLC (“FAVS”), 
Fairway Vivo GP Fund LLC (“FVGPF”), and Fairway Bamboo GP Fund LLC (“FBGPF”).  The sixth Fund 
advised by FAIA, Fund VI, is currently in a wind down process and is no longer actively making 
investments.  Information about each Fund’s investment strategy is provided in other sections of this 
brochure.   

FAIA is wholly owned by Fairway America, LLC (“Fairway”), a real estate origination, servicing and 
consulting firm, which, through its affiliated companies, also provides private fund administration software 
and services, a sponsor directory listing service, private fund consulting services, capital raising and 
investor relations services, and other related services. The principal owner of Fairway is Eastridge 
Investment Group, LLC, which is majority owned by Skylands Investment Corporation, which is wholly 
owned by Matthew Burk, Fairway’s CEO and FAIA’s Chief Investment Officer. 

FAIA provides its advisory services to the Fairway Funds in accordance with each Fairway Fund’s 
respective private placement memorandum and limited partnership agreement or operating agreement 
(“Offering Documents”), pursuant to an advisory services agreement with the Manager or General Partner 
of each Fairway Fund.  Fairway America Management Group II, LLC (“FAMG II”), which acts as the 
Manager of Fund VI and General Partner of Funds VII and VIIQP, Fairway America Management Group 
III, LLC (“FAMG III”), which acts as the Manager of FAVS, and Fairway America Management Group 
IV, LLC (“FAMG IV”), which acts as a Co-Manager of FVGPF and FBGPF, are relying advisers of FAIA.  
FAIA does not tailor its advice to the individual needs of any specific investor in a Fairway Fund and no 
investor may impose investment restrictions on FAIA. 

As of December 31, 2021, FAIA managed approximately $143,078,821 on a discretionary basis, and no 
assets on a non-discretionary basis.   

Item 5.  Fees and Compensation 

FAIA is compensated for its advisory services through asset-based management fees and other sources of 
income, which are significant.  In addition, affiliates of FAIA, including Fairway, are eligible to earn 
various fees and income as described below that will, if earned, reduce the returns to equity investors in 
each Fairway Fund, as well as the value of the Funds’ assets, which are provided as collateral to debt 
investors in the Fairway Funds that accept debt investments. 
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Management Related Fees:  FAIA earns management fees, as disclosed in each Fairway Fund’s Offering 
Documents (“Management Fees”).  The structure and calculation of FAIA’s Management Fees is materially 
different for the different Fairway Funds.  The Management Fee for Fund VI (through its wind down) is 
1.5% of Fund VI’s total assets under management, and Management Fees for Fund VII and Fund VIIQP 
are 2.0% of the total of each Fund’s assets under management (“AUM”).  Management Fees for FAVS are 
1.5% of all capital commitments made by FAVS investors, less (i) the aggregate amount of all capital 
contributions returned to investors following the sale of any FAVS asset, and (ii) following FAVS’ 
investment period, the aggregate amount of all capital commitments that have not then been called by the 
Manager.  Management Fees for FVGPF and FBGPF, including fees payable to Vivo Investments, LLC 
(“Vivo”), the Co-Manager of FVGPF, and fees payable to Bamboo Equity Partners, LLC (“Bamboo”), the 
Co-Manager of FBGPF, are 2.0% of all capital commitments made by investors in each Fund, less (i) during 
the Fund’s investment period, the aggregate amount of all capital contributions returned to investors, and 
(ii) following the Fund’s investment period, the aggregate amount of all capital contributions returned to 
investors and the aggregate amount of all capital commitments that have not then been called by the Co-
Managers.  Management Fees for each of the Fairway Funds are deemed earned and accrued daily and are 
paid monthly, as and when cash is available to pay them.  Management Fees are paid from each Fairway 
Fund prior to any distributions made to investors in the Fund. 

FAIA has negotiated, and may again in the future negotiate, with investors in FAMG II and FAMG III to 
earn a portion of the Management Fee payable by the applicable Fairway Fund to FAMG II or FAMG III.  
The Management Fee payable by FVGPF or FBGPF is shared between FAMG IV and Vivo or Bamboo, 
whichever is the Co-Manager of that entity.  Each Fairway Fund’s Manager or General Partner has also 
previously entered into, or may in the future, in its sole discretion, enter into additional agreements or “side 
letters” with certain investors to provide specific investors benefits in addition to the benefits available to 
all other similarly situated investors, such as a waiver of any early redemption lockup periods or fees, or a 
reimbursement of all or a portion of an acquisition fee, Management Fee, or a share of profits interests paid 
to the Manager or General Partner, or similar benefits and rights not extended to other investors pursuant 
to the Fund’s Offering Documents. 

Additional Management Compensation:  In addition to the Management Fees, the Managers of Fund VI 
and FAVS are entitled to receive a portion of any EDC (including “available cash” as that term is used in 
the FAVS Offering Documents) generated by the applicable Fund according to the stated distribution 
waterfall (the “Waterfall”) set forth in each Fund’s Offering Documents.  The Waterfalls for these Funds 
call for payments of all interest and principal due on any Credit Facility (defined below), Fund expenses, 
Management Fees, and debt obligations, to be paid prior to any preferred return to investors in those Funds. 
After payment of these expenses and any outstanding preferred return, any available excess distributable 
cash, as determined by the Manager, is then split between the members and the Manager in the appropriate 
percentages identified in each Fund’s Offering Documents.  The Manager of Fund VI is entitled to receive 
40% of any available EDC.  The Manager of FAVS is entitled to receive 20% to 30% of any available cash 
generated by that Fund pursuant to a similar Waterfall, but only after all capital is returned to investors.  
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Effective as of January 1, 2022, the General Partner of Funds VII and VIIQP is not entitled to receive any 
EDC.  This is a change from the original offering documents for those Funds.  The Managers of FVGPF 
and FBGPF do not receive any portion of distributable cash from those Funds.  After payment of all 
applicable expenses by FVGPF and FBGPF, including the Management Fee payable to FAMG IV and Vivo 
or Bamboo, respectively, 100% of the relevant Fund’s net income is distributed to investors.  The Co-
Managers of FVGPF and FBGPF, and the General Partners of Funds VII and VIIQP, however, may receive 
a portion of any distributable cash or net income generated by certain of the entities in which those Funds 
invest.  When that happens, the Funds pay the Manager or General Partner prior to calculating and 
distributing any net income to investors.    

As the availability of any EDC is determined by the Managers of Fund VI and FAVS, a conflict of interest 
exits for each of those entities, as it has an incentive to increase its determination of the amount of excess 
distributable cash, which could involve underestimating capital needed for future Fund operations, 
investing in riskier assets, or converting assets into cash prematurely and not in the best interest of the 
respective Fairway Fund or the investors in that Fund.  FAIA believes its investment policies and procedures 
mitigate this risk, in part by requiring FAIA and its Conflicts of Interest Committee to monitor such risks 
and adhere to its fiduciary duties to investors.   

In addition to equity investments from investors, Funds VII, and VIIQP issue notes to debt investors subject 
to an intercreditor security agreement in exchange for debt investments by those investors.  These notes are 
subordinated to any Credit Facility of the respective Fairway Fund, including lines of credit from individual 
investors, but are otherwise secured by a senior security interest on the respective Fairway Fund’s assets.  
Holders of these notes earn a fixed rate of interest, as specified in each note.  Holders of the notes do not 
pay any Management Fee.  However, as the Management Fees for the Fairway Funds that issue notes are 
based on the Fund’s total AUM, and the proceeds from the notes contribute to the total assets of each fund, 
issuing these notes generates additional Management Fees payable to FAIA, which in turn reduce the value 
of the assets securing the Funds’ obligation to repay the notes.  The parties to each Fund’s intercreditor 
security agreement are the note holders and the Manager or General Partner of the respective Fund.  As 
note holder representative, the Manager or General Partner of the Fund is granted an irrevocable, full power-
of-attorney by the note holders to act in their interests with respect to all matters relating to the notes.  The 
fact that the representative is the Manager or General Partner creates a conflict of interest as the 
representative has an incentive to act in its best interest, rather than the interests of the note holders.  FAIA 
believes this risk is mitigated in part through its policies and procedures that require FAIA to monitor such 
conflicts and adhere to its fiduciary duties to investors and to act in the best interest of note holders.    

Fund Expenses:  Each Fairway Fund is required to pay all of its related expenses, as defined and set forth 
in the respective Fund’s Offering Documents, prior to making any distributions to investors in the Fund.  
The expenses payable by each Fund, some of which may be paid to affiliates, include, without limitation: 
accounting related costs for tax return preparation, financial statement preparation, audits, legal fees and 
costs, the costs of obtaining insurance coverage for actions of the respective Fairway Fund’s Manager or 
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General Partner relating to the operation of the Fairway Fund, filing, licensing or other governmental fees, 
other third-party audits, fund organizational costs, fund administration costs, including fees paid to 
affiliates, investor onboarding fees or expenses, loan servicing fees, loan origination and other fees 
associated with any credit or similar facilities, costs associated with ownership of real property and 
ownership of any interests in real property, including but not limited to, property improvement and 
rehabilitation costs not otherwise capitalized, sales commissions and other capital raising expenses, 
property taxes, property management, hazard insurance, utilities, pursuit costs of assets, including lost 
deposits and other costs relating to assets pursued but not acquired, due diligence costs including travel 
costs, litigation and other extraordinary expenses, the costs and expenses of any meetings of investors or 
advisory committees, and any and all other expenses associated with the operation of the respective Fairway 
Fund or management of its assets that are authorized in that Fund’s Offering Documents.  Expenses payable 
by FVGPF and FBGPF include payment of any promotes or carried interests received by FVGPF or FBGPF 
from the entities in which each Fund invests and that it manages to FAMG IV and Vivo or Bamboo, 
respectively.  To the extent FAIA invests on behalf of a Fairway Fund in other investment vehicles where 
a third-party manager earns a management or other fees, the applicable Fairway Fund will indirectly pay 
such fees.  

Additional Affiliate Compensation:  As described in each of the Fairway Fund’s Offering Documents, and 
depending on the specific Fairway Fund, several of FAIA’s affiliates are entitled to receive from one or 
more Fairway Funds all or some portion of various specified fees and expenses, including asset level fees 
actually collected (e.g., loan origination fees), as well as processing, underwriting, due diligence, and 
acquisition fees, as well as promote interests charged to third-party sponsors of potential investments or the 
special purpose entities (“SPEs”) used to facilitate those investments in exchange for evaluating the 
investment, an acquisition fee upon the closing of the acquisition of each new asset, or both.   

If a Fairway Fund owns any mortgage loans, FAIA will, in most cases, engage Fairway as loan servicing 
agent to perform servicing and collection activities on the Fund’s behalf and will pay a loan servicing fee 
on such assets, typically with a cap at or about 1% (annualized) of the unpaid principal balance of any loan 
being serviced.  Verivest LLC (“Verivest”), an affiliate of FAIA, has also been engaged as the fund 
administrator for each Fairway Fund and charges a fee, which is comparable to fees Verivest charges other 
non-affiliated clients for similar services. 

The Fairway Funds have engaged North Capital Private Securities Corporation (“NCPSC”), a third-party 
FINRA member broker/dealer, to raise capital for those Funds.  As of October 4, 2021, Fairway entered an 
agreement with George and Rich Matyas to serve as registered representatives and raise capital for the 
Funds. George and Rich Matyas are affiliated with NCPSC. Each of the Fairway Funds that have engaged 
NCPSC, other than FAVS, pays NCPSC a capital raise fee in exchange for these services, as capital is 
raised.  The Manager of FAVS pays this fee to NCPSC without charging the fee to FAVS.  Given that no 
new capital is being accepted in Fund VI, Fund VI no longer pays any capital raise fees.  Funds VII and 
VIIQP pay NCPSC a one-time capital raise fee equal to 1.00% of all capital raised in exchange for these 
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services, as capital is raised.  FVGPF pays NCPSC a one-time capital raise fee equal to 2.35% of all capital 
contributions received from members in exchange for these services, as capital is raised.  FBGPF pays 
NCPSC no more than 1.4% of all capital contributions received from members. Certain registered 
representatives of NCPSC are also employees of Fairway or Fairway America Capital Markets Group, LLC 
(“CMG”), an affiliate of FAIA, and those registered representatives are directly or indirectly involved in 
raising capital for the Fairway Funds.  Fairway or CMG receives expense reimbursements from NCPSC up 
to an amount equal to the cumulative salaries and direct expenses paid by Fairway or CMG to registered 
representatives who are involved in capital raising activities for the Fairway Funds.  The use of related 
registered representatives employed by Fairway or CMG creates a conflict of interest because such 
representatives have a financial interest in raising capital for the Fairway Funds.  FAIA mitigates this 
conflict by, among other things, monitoring the conflict and ensuring that it makes investment decisions 
consistent with its obligations to investors, and by separating Fairway’s or CMG’s registered 
representatives from decisions about investments that the Fairway Funds make.    

Fairway and its affiliates have also previously offered, and expect in the future to offer, single-property real 
estate investment opportunities managed by Fairway or its affiliates, including as Co-Managers with 
unaffiliated third parties(“Syndications”).  In connection with these Syndications, the Fairway Funds have 
previously invested and expect in the future to invest at the general partner or the limited partnership levels, 
or both, and Fairway may act as a member or manager (or both) of the general partner or manager of an 
investment vehicle used to raise capital for each Syndication.  As a member of the general partner or 
manager of some Syndications and related entities, Fairway or its affiliated entities are typically entitled to 
receive a “carried interest” or “promoted interest”—the right to receive a portion of the profits of the 
Syndication, including profits generated as the result of capital contributed by one or more of the Fairway 
Funds.  This creates a conflict of interest as Fairway has an incentive to cause FAIA to invest on behalf of 
the Fairway Funds in investment opportunities that FAIA might otherwise not make in an effort to earn a 
carried or promoted interest in a Syndication for Fairway or provide capital to support a single-property 
middle market real estate investment for the benefit of Fairway. Alternatively, a conflict of interest exists 
as Fairway may have an incentive in certain situations to cause a suitable investment opportunity to be 
offered to another party and not the Fairway Funds.  However, FAIA believes it has policies and procedures 
in place to mitigate this risk by monitoring such conflicts and adhering to its fiduciary duty.     

Item 6.  Performance-Based Fees and Side-by-Side Management 

FAIA does not earn and has not been paid a fee based on a share of capital gains on, or capital appreciation 
of the assets of the Fairway Funds other than Fund VI, Fund VII, Fund VIIQP, and FAVS.   

The SEC has determined that any payments of Excess Distributable Cash (“EDC”) made to the Manager 
of Fund VI or the General Partner of Funds VII and VIIQP constitute performance fees pursuant to Section 
205(a)(1) of the Investment Advisers Act of 1940 (the “Advisers Act”).  The General Partner of Fund VII 
and Fund VIIQP has revised the Limited Partnership Agreements of those Funds to provide that the General 
Partner is not entitled to receive any EDC payments after January 1, 2022.  Any EDC 
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payments/performance fees paid to that General Partner before that date, and any performance fees paid to 
the Manager of Fund VI, were and will be made by investors who either were “qualified clients” at the time 
of their investments in the Funds, as that term is used in Rule 205-3 of the Advisers Act, or who made their 
initial investments in the Funds prior to January 3, 2020 (the effective date of FAIA’s registration with the 
SEC), and are thus permissible under Section 205-3 of the Advisers Act.  No other performance fees have 
been or will be charged to investors in Funds VI, VII, or VIIQP.  FAIA is entitled to receive a portion of 
any profits generated by the activities of FAVS.  FAIA is permitted to receive this performance-based fee 
pursuant to Rule 205-3 because FAVS only accepts investments from clients who are “qualified clients,” 
as that term is defined in the rule.   

Item 7.  Types of Clients 

FAIA only provides discretionary investment advisory services to the Fairway Funds.  Each Fairway Fund 
is a pooled investment vehicle operating as a limited partnership or limited liability company exempt from 
registration as an investment company pursuant to Section 3(c)(1), 3(c)(5) or 3(c)(7) of the Investment 
Company Act and marketed using general solicitation under SEC Rule 506(c).  Fund VII, FAVS, FBGPF, 
and FVGPF claim exemption under Section 3(c)(1) of the Investment Company Act, and are available to 
only accredited investors.  Investors in FAVS must also be “qualified clients,” as that term is defined under 
Rule 205-3 of the Advisers Act.  Fund VIIQP claims exemption under Section 3(c)(7) of the Investment 
Company Act, and is available to only accredited investors who are also “qualified purchasers,” as that term 
is defined in the Investment Company Act.  Fund VI claims exemption under Section 3(c)(5) of the 
Investment Company Act, and was, prior to entering wind down mode, available to only accredited 
investors. Investors in any Fairway Funds (including both equity and debt investors) must satisfy certain 
eligibility and suitability requirements, as described in each Fund’s Offering Documents.  FAIA does not 
provide any investment advice to investors in the Fairway Funds or to other investors.  The Fairway Funds 
are FAIA’s only clients.  

Item 8.  Methods of Analysis, Investment Strategies and Risk of Loss 

Funds VII and VIIQP seek to create highly diversified portfolios of middle market real estate-based assets 
by investing in a multitude and variety of real estate-based assets.  FAVS invests primarily in vacant “big-
box” retail, single-use industrial or commercial properties that are being converted into self-storage 
facilities, and may also invest in existing self-storage facilities.  FVGPF makes general partner-level 
investments in SPEs that acquire hotels and motels with the intention of converting them into multi-family 
properties.  FBGPF makes general partner-level investments in SPEs that acquire middle-market industrial, 
flex, and select office and retail assets.  The investment strategies, methods of analysis, and risks associated 
with each Fairway Fund are discussed in more detail below.   
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Investment Strategies: 

Fund VI:   

Fund VI is currently in wind down mode and is not currently making any new investments.  As of December 
31, 2021, all note holder investors in Fund VI have been repaid in full and Fund VI has liquidated all but 
nine of its assets.  It is in the process of liquidating those remaining assets and expects to complete the 
liquidation of the Fund sometime in 2022 or 2023.   

Funds VII, and VIIQP: 

The goal of Funds VII and VIIQP is to create a highly diversified portfolio of middle market real estate 
assets, with geographical and asset type diversification within that niche investment class.  Fairway has 
broad discretion with respect to investing in various types of real estate assets, including without limitation, 
Syndications, individual whole loans secured by deeds of trust, participation interests, equity investments 
in other middle market real estate funds, and other types of offerings, debt investments, and direct 
ownership.  

FAIA sources investments through middle market real estate managers, syndicators, and operators 
(“Sponsors”) throughout the U.S.  Its focus is on finding Sponsors with a high level of experience and 
integrity within their specific market or asset model.  For Funds VII and VIIQP, FAIA caps concentration 
to no more than 20% of the Fund for any one investment (10% once a Fund reaches $150,000,000 of assets).  
Funds VII and VIIQP can invest in multiple categories of assets. For fund-to-fund investments, FAIA makes 
investments into other middle market real estate funds, through both debt and equity positions, and in both 
general partner and limited partner interests, with many different structures and asset strategies throughout 
the United States.  The investment strategy of each of these Funds is described in more detail in the Fund’s 
Offering Documents.  

Specific investment strategies for Funds VII and VIIQP include, but are not limited to, buy and hold, fix 
and flip, value-add repositioning, acquisition through auctions and foreclosures, tax lien certificates, 
distressed and performing note acquisition, and mortgage pool funds of varying strategies, including bridge, 
construction, rehab, and permanent loans.  Assets involved include, but are not limited to, single-family 
residences (non-owner occupied), multifamily, retail, industrial, office, warehouse, self-storage, land, 
medical office, assisted living, student housing, and more, as well as loans or other liens (such as tax liens) 
secured by such property.  The value of these assets varies widely but can be considered “small balance” 
or “middle market” in nature, generally up to $25,000,000. Sponsors, assets, and properties are located 
mostly in metropolitan areas throughout the United States.  The Fairway Funds may consider investing in 
assets located or based in and operating outside the United States on an infrequent basis. 

As described in part in Item 5 above, as part of Funds VII and VIIQP’s strategy, each of those Funds 
borrows money from time to time from note holders who are issued promissory notes of maturities varying 
between one and five years.  Note holders are lenders to the Fund and receive monthly interest payments 
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to the extent the applicable Fund has cash available to make interest payments, and have a blanket secured 
interest in that Fund’s assets.  This secured interest is in a senior position except in circumstances where 
Fund assets have been or are being pledged by the Fund to any senior lender, including lines of credit issued 
by individual investors ( in each case, a “Credit Facility”). Each Fund may have multiple tiers of note rates 
based on the amount of money lent and the duration of the maturity.  FAIA is not an investment advisor to 
note holders and does not provide individuals with investment advice regarding whether to execute a note 
with a Fund as issuer. 

FAVS:   

FAVS’ investment strategy is to attempt to leverage Fairway’s national network of Sponsor relationships 
to identify what FAIA believes are experienced, capable Sponsors with a proven track record of completing 
projects of similar size, scale, type, or scope, partner with those Sponsors to acquire vacant “big-box” retail, 
single-use industrial, and commercial properties in target markets throughout the United States, and then 
convert some portion (up to 100%) of each property into a class-A or similar quality self-storage facility.  
FAVS may also opportunistically acquire existing self-storage facilities, typically facilities currently 
operated by a “mom and pop” operator or facilities that are mismanaged or underperforming, or that have 
other characteristics that FAIA believes will provide a strong value-add opportunity.  FAVS makes these 
investments through SPEs created to own each property, and may invest in an SPE as a general partner or 
manager, a limited partner or member, or both.  

FVGPF:  

FVGPF’s investment strategy is to form, invest in, and act as the manager or general partner of SPEs that 
originate, fund, and acquire hotels and motels, with a focus on budget and midscale hotels in areas 
throughout the United States where FAMG IV and Vivo (FVGPF’s Co-Managers) believe there is a strong 
demand for work-force level housing, to convert those hotels to work-force level multifamily properties, 
and to operate and eventually sell those converted hotels in a manner that generates income and profits for 
FVGPF and the other investors in each SPE.   

FBGPF: 

FBGPF’s strategy and investment objective is to form, invest in, and act as the manager or general partner 
of special purpose entities or SPEs that originate, fund, and acquire middle-market industrial, flex, and 
select office and retail assets located throughout United States that are subject to existing or newly-created, 
long-term triple net leases.  The Fund pursues assets that FAMG IV and Bamboo (FBGPF’s Co-Managers) 
believe may, when aggregated, constitute a portfolio of real properties that may be attractive to an 
institutional buyer at or prior to the end of the Fund’s life.  The Fund’s investment activities are informed 
by the underlying goal of acquiring and managing well-located, cash-flowing, quality real estate assets, 
consistent with a “value investing” approach to asset selection and management.  The Co-Managers and 
their affiliates provide asset management and other services to the SPEs.  
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Investment Analysis: 

FAIA relies on its relationships with regionally based and otherwise specialized real estate professionals 
knowledgeable in the market segments in which it seeks to invest in order to originate potential 
opportunities for the Fairway Funds. A key part of FAIA’s investment strategy is to locate, vet, and approve 
high quality Sponsors with demonstrable character, integrity, track record, experience, and managerial 
capabilities in their particular geographic area and asset type niche. By finding, vetting, and approving high 
quality localized Sponsors, partnering with those Sponsors as co-managers on many real estate deals, thus 
retaining some level of material control over many of the projects in which the Funds invest, and 
diversifying each Fund’s holdings over a widespread geographic territory and number of Sponsors, FAIA 
believes it can produce attractive risk adjusted returns for the Fairway Funds’ investors.   

FAIA attempts to be geographically diverse by investing in assets located throughout the United States in 
markets with solid economic characteristics (industry, employment, government, housing statistics, real 
estate demand, and other identifiable factors).  It also seeks to diversify risk by investing in many assets of 
relatively small size that have strong underwriting criteria. These criteria include, without limitation, credit 
and background checks on Sponsors, review of investor references, financial statements, documentation of 
prior performance in their specific investment types, contracts, public records searches, and other types of 
due diligence used to determine character, integrity, competency, and suitability of the Sponsors, as well as 
deal-specific underwriting that includes business plan reviews, testing of the key assumptions underlying a 
Sponsor’s financial modelling, site visits, and related analysis, including cash flow projections, expected 
investment maturity dates, exit strategies, and other factors.   

Part of FAIA’s strategy to attract top quality Sponsors is to act as a viable source of funding for those 
Sponsors.  Many of the assets in which each Fund invests are Syndications for which Fairway and its 
affiliated entities raise the limited partner capital needed to acquire, rehabilitate, and operate those assets.  
Many of the Funds’ investments are limited partner or general partner investments in these Syndications, 
made alongside limited partner investors identified for those projects by Fairway’s affiliated entities.  While 
this model creates some conflicts of interest, as discussed in more detail in other sections of this Brochure, 
FAIA believes that the additional levels of control retained by Fairway and the strong relationships it is 
able to develop with qualified Sponsors generate significant benefit for investors in the Fairway Funds.     

Whenever possible, FAIA attempts to retain strong visibility into each Sponsor’s asset level decision 
making, both when initially investing and on an ongoing basis.  This is true for investments made in both 
Syndications and other funds.  FAIA also attempts to maintain some ability to monitor the assets, as well 
as the cash management and operational procedures and controls being utilized by the Sponsor.  Fairway, 
primarily through its affiliate Verivest, also performs ongoing fund administration for many of the funds 
and Syndications in which the Funds invest (and many others in which the Funds do not invest).  



13 

 

Risk of Loss & Conflicts of Interest: 

Any investment in a Fairway Fund is speculative and involves certain risks.  There is no public secondary 
market for investments in the Fairway Funds, nor will one develop.  All investments in a Fairway Fund are 
also subject to material restrictions on transfer. 

An investment in a Fairway Fund is suitable only for sophisticated investors for whom an investment in 
one or more of the Fairway Funds does not constitute a complete investment program and who fully 
understand, are willing to assume, and have the financial resources necessary to withstand the risks involved 
in the investment program in which the applicable Fairway Fund will engage.  Accordingly, offers and sales 
of securities in any of the Fairway Funds are limited to persons who meet certain suitability requirements.  
Each investor in one of the Fairway Funds is required to make certain representations to that Fund, including 
representations as to investment intent, degree of sophistication, having access to information concerning 
the Fund and ability to bear the economic risk of the investment. 

An investor’s decision to invest in one or more of the Fairway Funds or Syndications entails risk. All 
investments entail some risk of loss, including the risk of a total loss of investment.  There are no guarantees 
that any past success of any Fairway Fund, or prior funds or Syndications operated by Fairway, FAIA, or 
their affiliates or Sponsor partners, will result in positive returns in the future.  Private investment 
partnerships have their own set of risks, including, but not limited to, lack of liquidity and diversification, 
strategy risk and conflicts of interest related to affiliated party transactions as described elsewhere in this 
brochure and in each Fairway Fund’s Offering Documents.  Moreover, no investor may sell, transfer, assign, 
convey, pledge, mortgage, encumber, hypothecate, or otherwise dispose of all or any part of its interests in 
a Fairway Fund without the Manager’s or General Partner’s consent. 

A more complete discussion of the risks associated with an investment in each Fairway Fund is set forth in 
the respective Fund’s Offering Documents, and investors are strongly encouraged to carefully review 
the Offering Documents for any Fairway Fund or Syndication in which the investor is considering 
an investment prior to making an investment decision.  Below is a non-exhaustive discussion of some 
of the types of risks an investor may face with respect to private real estate funds. 

Borrower Risk, General Market & Real Property Risk and Competition:  

Investments in or related to real property carry specific risks, including but not limited to: foreclosure risk 
and local rules and regulations affecting the ability to foreclose on properties; vacancy rates and general 
financial condition of buyers and sellers; condemnation, environmental contamination and eminent domain; 
state and local regulations and ordinances affecting the purchase, sale or management of properties; 
litigation and insurance risk; geographic market concentrations; general credit risk; and other risks. 

The Fairway Funds’ investments are speculative and profitability depends, in part, on the ability of 
borrowers to repay their loans and the ability of Sponsors and Fairway to effectively manage their projects.  
The ability of a borrower to repay may be affected by local, regional, and national real estate market and 
economic conditions beyond the control of the Fund.  Delinquencies and defaults are sensitive to local and 
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national business and economic conditions.  Favorable real estate and economic conditions may not 
necessarily enhance a borrower’s ability to repay due to circumstances specific to a borrower that are 
beyond the Fund’s control.  

Each type of property on which Fairway or its affiliates underwrite loans or investments has its own specific 
set of risks, including general economic conditions, business conditions, local market competition and 
conditions.  Competition amongst loan originators and equity investors can vary from market to market, 
and the Fairway Funds’ returns can be affected by heavy competition in the loan origination space.  

Rising or falling interest rates may increase risk associated with the Fairway Funds’ investment strategies, 
including but not limited to increased competition, the Funds’ ability to close loans at targeted interest rates, 
each borrower’s ability to refinance an existing loan, and lower investment returns due to the inability to 
close loans at higher interest rates. 

Some of the key risks specific to FAVS and FVGPF include a lack of diversification, given that all assets 
in FAVS will be primarily self-storage facilities and all assets in FVGPF will be hospitality to multi-family 
conversion projects, changing buying patterns within the self-storage, hospitality, and multi-family 
markets, increasing competition and consolidation among investors and operators, lack of control over 
SPEs, the use of leverage by those SPEs, and other risks explained in detail the FAVS and FVGPF Offering 
Documents.  Because FVGPF and FBGPF are co-managed by FAMG IV and Vivo or Bamboo respectively, 
those funds also carry a risk that Vivo or Bamboo will fail to satisfactorily perform the obligations 
associated with FVGPF or FBGPF that are assigned to it.   

Lack of Diversification and Liquidity and Investment Concentration:  

The Fairway Funds’ investment strategies are solely focused in the real estate industry, commercial real 
estate, and real estate securities.  Although FAIA seeks to diversify Fund investments with respect to the 
types of real estate securities and geography, its Fund investments, especially investments in FAVS and 
FVGPF, which are each focused on a single asset class, should be considered concentrated, which has its 
risks.  For example, although FAIA has identified an investment strategy that it believes will protect, and 
potentially even enhance, investor capital in a down real estate market, a significant downturn in the real 
estate market could have a material adverse effect on the Funds’ overall financial condition that would 
disproportionately impact an investment in the Funds, as compared to the impact on investments that might 
occur if investments were diversified outside of the real estate industry.  Moreover, the Fairway Funds may 
have a relatively high degree of concentration at any given time.  

It would be inappropriate for an investor to invest a substantial portion of his or her wealth in any single 
investment, fund or note.  An investment in one or more of the Fairway Funds should be part of a 
comprehensive investment portfolio strategy, which includes a broad diversification of investments. 

Most of the Fairway Funds’ fund-to-fund investments are in securities that are illiquid because they are 
privately placed, restricted, thinly traded, or otherwise.  A Fund may not be able to liquidate those 
investments if the need should arise, and its ability to realize gains or to avoid losses in periods of rapid 
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market activity may therefore be affected.  In addition, the value assigned to such securities for purposes of 
determining each investor’s ownership interest in a Fairway Fund may differ substantially from the value 
that Fund is ultimately able to realize. 

Each of the Fairway Funds also limits its investors’ redemption rights.  FAVS, FBGPF, and FVGPF are 
closed-ended funds with no redemption rights.  Because Fund VI is winding down, it has suspended all 
redemptions.  The initial lockup period for Funds VII and VIIQP is 24 months, with a limited right to 
request a redemption of 50% of an investor’s investment at that time, and a right to request redemption of 
the balance one year after that, as described in more detail in each Fund’s Offering Documents.  This means 
that investors may not ask to liquidate 100% of their investment in Fund VII or VIIQP for three years, if at 
all (other than for hardship reasons), and Fairway has discretion whether to process redemption requests 
after the initial lockup period by limiting all or a percentage of any requested redemption over a 12-month 
period. 

Use of Leverage: 

Since Funds VII and VIIQP are currently offering investors the opportunity to make equity or debt 
investments in those Funds, priority will be given with respect to distributions of cash to the payment of 
interest on the debt investments and, as applicable, principal, as the Funds’ obligations to debt investors 
mature.  If a Fund does not have sufficient cash available to make distributions to equity investors and pay 
its obligations to the debt investors, payments on the debt obligations will be given priority and may result 
in a decrease of the amount available for distribution to equity investors.  

Each Fairway Fund and any of the entities in which a Fund invests may choose from time to time to borrow 
money by utilizing one or more Credit Facilities, including lines of credit from individual investors, and 
pledge one or more assets as collateral for any such borrowing in a position senior to the Fund’s equity 
investors.  Borrowing may have an exaggerated impact on Fund performance, both positive and negative.  
To the extent a Fund uses a Credit Facility, which each Fairway Fund retains the discretion to do, the 
priority of distributions to investors will be even further subordinated and risk of nonpayment increased. 

Investment in Distressed and Higher Risk Assets 

A Fairway Fund or an asset in which it invests may make investments in nonperforming or other troubled 
assets that involve a greater degree of financial risk than that associated with performing or stabilized assets.  
In fact, FAVS’ and FVGPF’s explicit strategies are to acquire distressed assets that many institutional 
investors are currently seeking to liquidate—big box retail facilities and hospitality properties.  
Accordingly, while such assets may present an opportunity for a better return on investment than an 
investment in a performing or stabilized asset, they generally also present a greater risk that the Fund’s 
return objectives will not be realized on such an investment or that there will be a loss of invested capital. 

A Fairway Fund may invest (directly or indirectly) a material amount of capital in loans to borrowers that 
have higher risk profiles than more traditional real estate lenders find acceptable.  Moreover, equity interests 
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in other funds and Syndications are not underwritten to traditional guidelines and therefore may not be as 
secure as more traditional bank type loans.  By deploying assets in higher risk transactions, the Fairway 
Funds and its investors may lose principal.  Equity interests by nature are also subordinate to all debt, 
whether secured or unsecured, and equity interest holders are the last to receive distributions or proceeds 
of asset liquidations.  Moreover, management agreements, compensation, and other methods for 
distributing assets from companies in which a Fairway Fund might have an equity interest can increase the 
likelihood that the Fund may not recover anything from an equity investment.  Such transactions may also 
affect each Fairway Fund’s ability to pay interest and principal to its debt investors. 

Risks Associated with Investments in Other Funds and Syndications 

The Fairway Funds usually have reduced, and even little or no, control over the activities of the other funds 
and Syndications into which they invest.  Sponsors may make poor underwriting decisions, take undesirable 
tax positions, employ excessive leverage, impose redemption or other fees, or otherwise manage their 
respective funds in a manner that FAIA or a Fund cannot anticipate, or even act in a manner FAIA and the 
Fund actively oppose, and a Fund may be subject to investment and other restrictions that could adversely 
affect the Fund’s performance.  The operations of these other funds and Syndications will be heavily 
dependent upon their respective managers.  If the manager dies, resigns, becomes legally incompetent or 
insolvent, or experiences a significant change in staffing, the operations of the Fund’s assets may be 
adversely affected.  While investing in other funds and Syndications can provide diversified investment 
opportunities, no assurance can be given that such diversification will occur, or if it does, that it will increase 
and not reduce the potential net profits to the Fairway Funds.  All of the Fairway Funds and the funds and 
Syndications in which they invest have expenses and management fees, and Fund VI (through its wind 
down) and FAVS will either charge an incentive fee or share in the excess distributable cash in a Waterfall 
distribution structure, all of which will affect the net return of the Funds.  The expenses of the Funds 
(including each Fund’s pro rata share of expenses of any assets into which the Fund invests) may be a 
higher percentage of net assets than those incurred by other investment funds or accounts. 

Insufficient Opportunities 

There are a number of institutions and private real estate equity funds, both regionally and nationally, that 
are actively seeking real estate and equity investment opportunities.  FAIA believes that there will be a 
sufficient number of high-quality investment opportunities for the types of middle market real estate assets 
in which the Fairway Funds seek to invest.  However, increased competition among providers of equity 
capital and real estate debt could result in fewer available opportunities and lower investment returns.  
Appropriate investments meeting the Fairway Funds’ objectives for the types of investments they seek to 
make may not be readily available or available at all.  The Funds may expend capital in the investigation 
of opportunities that, after investigation, are determined to be unsuitable for investment, and because this 
capital cannot be recovered and will not produce any return for the Fund that incurs them, these pursuit 
costs will lower each Fund’s overall return from performing investments.  Accordingly, there can be no 
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assurance that the Fairway Funds will be able to identify and complete attractive investments in the future 
or that they will be able to invest any particular amount of capital. 

Valuation Risk 

Although the Fairway Funds’ Managers and General Partners use valuation methodologies that they deem 
reasonable, most often based on various valuation practices commonly used in similar businesses in the 
industry, there is no guarantee that any stated value as determined by them of one or more Fairway Fund 
assets, including a Fund’s equity investment in another fund or a Syndication, is an accurate representation 
of the true current value of any asset and, as such, the unit price of an equity investment in a Fairway Fund 
may not fairly represent the then current true value of that investment.  

Conflicts of Interest: 

As disclosed more fully in each Fairway Fund’s Offering Documents, certain conflicts of interest exist 
between and amongst Fairway, FAIA, their affiliates, each Fairway Fund, the Manager or General Partner 
of each Fairway Fund, and other third parties.  Conflicts of interest can cause FAIA to engage in riskier 
investments, act in FAIA’s or its affiliates’ best interest to the detriment of investors, or increase the costs 
associated with an investor’s investment in one of the Fairway Funds.  Such potential conflicts of interest 
include: the generation of fees and reimbursement of expenses by Fairway or its affiliates that are not 
deemed investment income by the Fairway Funds or reimbursable to the Fairway Funds, including 
acquisition, capital raise, management, and similar fees, as well as promote interests and other benefits 
payable to Fairway or its affiliates by Syndications and other assets in which the Funds invest, which will 
reduce the value of the Fund’s investments in those assets, engaging in affiliated party transactions such as 
the sharing of origination fees with an affiliate loan underwriter, sales transactions between the different 
Fairway Funds, inter-Fund lending activities, co-investment by a limited partner or affiliate of FAIA, 
indemnification of the Manager or General Partner of each Fairway Fund, FAIA, Fairway, or their affiliates, 
activities of principals of FAIA that may overlap with the business of FAIA and the Fairway Funds, taking 
carried interests in Syndications based on investments made by one or more Fairway Funds, the offering of 
side letters to one or more limited partners, causing such limited partners to pay lower fees or provide other 
favorable terms to certain limited partners, and some Fairway Funds’ excess distributable cash distribution 
provisions, which may impact investment decisions of FAIA.  There is also an inherent conflict of interest 
because the Fairway Funds will also invest in other funds and Syndications for which affiliates of FAIA 
provide administrative or other consulting services for a fee.  As such, FAIA has an incentive to invest in 
an opportunity that pays higher fees to its affiliates, irrespective of the potential return on the Fairway 
Funds’ investments. 

The Manager and General Partner of each Fairway Fund has discretion and authority to classify certain fees 
and expenses owed by borrowers of loans in which the Fairway Funds invest.  For example, a Fairway 
Fund’s manager may negotiate with a borrower to pay higher or lower origination or exit fees, default or 
back interest or late fees, which have a direct impact on revenue allocated to the Fairway Funds, since each 
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Fairway Fund may participate in some revenue streams and not others, and in different percentages for each 
Fund. Other conflicts of interest may exist.  Please review the conflicts of interest section of the respective 
Fairway Fund’s Offering Documents for more information and discussion of these risks, and how FAIA 
and its affiliates attempt to mitigate such risks. 

The total value of the assets of Funds VII and VIIQP, on which Management Fees for those Funds are 
charged, includes the capital contributed by debt investors in those Funds. This represents a conflict of 
interest because the General Partner of each Fund has discretion to issue debt on which Management Fees 
are charged, which will increase risk of loss and expenses to the Fund and its equity investors.  In addition, 
from time to time, the Manager or General Partner of each Fairway Fund has previously and may in the 
future authorize related party loans and other transactions between the Fairway Funds and other affiliated 
entities.  The terms of such transactions are intended to be at current market rates and terms, but are not 
negotiated at arms’ length and involve inherent conflicts of interest. 

Related parties of FAIA, including the Manager or General Partner of each Fairway Fund, often hold 
interests in the Fairway Funds. Such related parties typically pay the same fees as other limited partners. 

The Manager and General Partner of each respective Fairway Fund, in its sole discretion, can offer to one 
or more persons the opportunity to co-invest with the Fairway Fund in any one or more Syndications or 
other lending or other investment opportunities offered to the Fairway Fund, and establish, maintain and 
manage separate co-investment vehicles or accounts in connection therewith, with the allocation of such 
opportunities between the Fairway Fund and such co-investor (or co-investment vehicles and accounts) to 
be determined by the Manager or General Partner in good faith.  Any such co-investment by an investor or 
any affiliate of an investor in any such opportunity will be upon terms and conditions no more favorable to 
such investor or affiliate in any material economic respect than the terms and conditions upon which the 
Fund is investing in such opportunity.  Any such co-investors typically will pay Fairway or its affiliates fees 
to service the co-invested loan investments. 

Item 9.  Disciplinary Information 

FAIA is required to disclose the facts of certain legal or disciplinary events involving FAIA or its 
management persons that would be material to an investor’s or a prospective investor’s evaluation of 
FAIA’s advisory business or the integrity of FAIA’s management persons.  Neither FAIA nor its 
management persons have any facts that are required to be disclosed. 

Item 10.  Other Financial Industry Activities and Affiliations  

Fairway is the sole owner of FAIA, as well as majority or sole owner of FAIA’s relying advisers.   

Outside General Counsel Services, P.C. (“OGCS”), is a law firm owned by a related person who, through 
OGCS, provides general counsel services to FAIA and Fairway.  OGCS is also a minority owner of Fairway. 
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Verivest LLC, an affiliate of Fairway, provides administration, investor relations, and tax preparation 
services to the Fairway Funds, and administration, investor relations, and tax preparation services, private 
fund consulting, and other related services to third-party investment funds and managers, including some 
investment vehicles in which the Fairway Funds invest. 

CMG is an affiliate of FAIA and is wholly owned by Fairway.  CMG, through its relationship with NCPSC, 
raises capital for the Fairway Funds.  All securities offered by Fairway are offered through NCPSC, a duly 
licensed broker/dealer, and promoted by registered representatives employed or contracted by CMG.   

While FAIA is compensated for its advisory services through asset-based management fees, FAIA and its 
affiliates have other sources of income relating to the Fairway Funds’ investment activities, which are 
significant, including the various fees and income described in Item 5. These will, if earned, reduce the 
returns to equity investors in each Fairway Fund, as well as the value of the Funds’ assets. 

Item 11.  Code of Ethics 

FAIA has adopted a Policies and Procedures Manual and a Code of Ethics (collectively, the “Codes”) that 
apply to FAIA and all Fairway’s affiliates other than Verivest (which has its own policies and procedures). 
The Codes are designed to reinforce the Fairway companies’ institutional integrity and set forth procedures 
and limitations which, in part, govern the personal securities transactions of its associated persons. The 
Codes were developed to attempt to promote the highest standards of behavior and ensure compliance with 
applicable regulations. The Codes comprise written standards that are reasonably designed to deter 
wrongdoing and describe policies and procedures concerning:  

• Placing restrictions on associated persons with respect to trading for their own accounts to 
preclude front-running and insider trading of real estate related securities, and co-
investment opportunities;  

• Placing restrictions on associated persons that preclude participation in initial public 
offerings, and limited offerings without prior approval;  

• Maintaining confidential client and internal corporate information;  

• Reporting requirements and restrictions that limit the value of gifts that associated persons 
give or receive; 

• Complying with anti-money laundering requirements, to the extent currently required by 
law;  

• Managing potential conflicts of interest; and  

• Requiring associated persons to obtain pre-approval for any outside business affiliations. 

Investors and prospective investors in the Fairway Funds can contact FAIA to request a copy of its Code of 
Ethics. 
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Item 12.  Brokerage Practices 

FAIA’s investment advice is limited to advising the Fairway Funds with regards to the real estate-related 
investments that those Funds make. As such, FAIA does not have traditional brokerage relationships with 
broker/dealers who execute trades of publicly traded securities and does not maintain any soft dollar 
relationships with broker/dealers to obtain research or other services.  

Item 13.  Review of Accounts 

FAIA has policies and procedures in place to: continuously monitor all Fairway Fund investments for 
adherence to each respective Fairway Fund’s investment objectives and restrictions, ensure all investors in 
the Fairway Funds have completed appropriate subscription agreements, and manage all accounts of 
investors in the Fairway Funds in accordance with each Fund’s respective Offering Documents and related 
agreements. 

Reports are provided on a quarterly basis to all investors in the Fairway Funds, and include performance 
results net of fees, portfolio composition, and other information relevant to the Fairway Funds’ performance 
and operations. 

Item 14.  Client Referrals and Other Compensation 

FAIA does not accept client referrals or accept any new clients other than the Fairway Funds.  CMG has 
previously entered into agreements to compensate unaffiliated parties to introduce potential investors in the 
Fairway Funds to CMG, has compensated such finders, and may in the future enter into similar 
relationships.  Under certain circumstances, a finder’s fee may be borne by a Fairway Fund, or by the 
investor introduced to the Fund by the finder.  All finders’ agreements will be entered into in accordance 
with SEC guidance set forth in SEC No-Action Letter, Mayer Brown LLP, File No. 132-3. All finders’ 
agreements will clearly set forth that finders are not authorized to solicit or offer any security for sale, 
including interests in any Fairway Fund, to prospective investors, and that such an offer or sale can only 
take place through the appropriate Offering Documents and Brochure provided to such prospective 
investors by authorized representatives. 

As discussed in Item 5, certain affiliated entities receive various forms of compensation related to capital 
raising activities for the Fairway Funds. 

Item 15.  Custody 

FAIA is deemed to have custody of the funds and securities of the Fairway Funds pursuant to Rule 206(4)-
2, under the Advisers Act, (the “Custody Rule”).  The Custody Rule requires that the Fairway Funds 
maintain their securities and other assets at a financial institution meeting the definition of a “qualified 
custodian” under the Advisers Act, or that they satisfy an exception to the qualified custodian requirement.  
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The Fairway Funds have engaged Forge Trust, fka IRA Services Trust Company, to serve as a third-party 
custodian for all Fund assets, but Forge Trust is not a qualified custodian under the Advisers Act.  

In order to satisfy the exception requirements of the Custody Rule, each Fairway Fund is (a) subjected to 
an annual audit by a third-party auditor registered with and subject to regular inspection by the Public 
Company Accounting Oversight Board, and (b) those annual audits are completed and distributed or 
otherwise made available to Fund investors within 120 days of the end of each Fund’s fiscal year.  Investors 
should carefully review the Funds’ annual financial audits. Each Fairway Fund’s financial statements are 
prepared in accordance with U.S. generally accepted accounting principles. 

Item 16.  Investment Discretion 

FAIA advises each Fairway Fund on a discretionary basis, subject to each Fairway Fund’s investment 
objectives and guidelines, limitations and restrictions set forth in each Fairway Fund’s respective Offering 
Documents.  FAIA does not accept any discretionary authority to manage securities accounts from the 
investors in the Fairway Funds, who are not FAIA’s clients.   

Item 17.  Voting Client Securities 

FAIA has adopted proxy voting policies and procedures for voting proxies that are intended to comply with 
Section 206 and Rule 206(4)-6 under the Advisers Act.   As such, FAIA has adopted a proxy voting policy 
in which it seeks (i) to address conflicts of interest between FAIA and the Fairway Funds, and (ii) to vote 
proxies in the best interests of the Fairway Funds.   

The Fairway Funds do not invest in publicly traded securities, but can invest in privately held equity 
investments that may offer both voting and non-voting interests.  Such investments rarely hold shareholder, 
partner or member meetings or present matters for approval by vote. In those limited cases where the 
Fairway Funds may vote on matters as an investor in another entity, FAIA will seek to vote in the best 
interest of the respective Fairway Fund and its investors.  It will review on a case-by-case basis each 
proposal submitted for a vote to determine its impact on the investment held by the Fairway Fund.   

To ensure that a vote is not a product of a conflict of interest, FAIA requires that (a) anyone involved in the 
proxy voting process disclose to the CCO any potential conflict that he or she is aware of and any contact 
that he or she has had with any interested party regarding a vote, and (b) if such person is deemed to have 
a conflict or has had contact with any interested party regarding a proxy vote, they will not be involved in 
the decision making and are prohibited from disclosing how FAIA intends to vote, in order to reduce the 
opportunity for any interested person to attempt to influence the vote.  

Investors may obtain, without charge, information about how FAIA voted any proxies and may obtain a 
copy of FAIA’s proxy voting policies and procedures by making a written request to:  Chief Compliance 
Officer, c/o Fairway America Investment Advisors, LLC, 16150 SW Upper Boones Ferry Road, Portland, 
OR 97224. 
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Item 18.  Financial Information 

FAIA is required to disclose any financial condition that is reasonably likely to impair its ability to meet 
contractual commitments to its clients, the Fairway Funds. FAIA has no disclosures pursuant to this Item. 
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This brochure supplement provides information about Matthew Burk, Jay Zollinger, Angie Henderson, 
Barry Johnson, and John Wilson, the current voting members of the fund investment committee used by 
Fairway America Investment Advisors, LLC (“FAIA”) to formally approve investment decisions. The 
information below supplements FAIA’s brochure, to which it is attached. Please contact Michael Holman 
at 503.906.9100 if you did not receive FAIA’s brochure or if you have any questions about the contents of 
this supplement. The information in this brochure supplement has not been approved or verified by the 
United States Securities and Exchange Commission or by any state securities authority. Additional 
information about FAIA is available in FAIA’s brochure or on the SEC’s website at 
www.adviserinfo.sec.gov.   

FAIA is a registered investment adviser. Registration does not imply any level of skill or training. 
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Matthew Burk 
Born: 1964 
 
Item 2.  Education Background and Business Experience 
 
Matthew Burk graduated from the University of California, Davis with a bachelor’s degree in Economics. 
Mr. Burk has been the Founder and CEO of Fairway America, LLC (“Fairway”) since 1992. 
 
Item 3.  Disciplinary Information 
 
None. 
 
Item 4.  Other Business Activities 
 
Mr. Burk is Founder and CEO of Fairway. Fairway is a real estate origination, servicing and consulting 
firm, which, through its affiliated companies, also provides private fund administrative services, capital 
raising services, and other related services. Fairway is the sole owner of FAIA, as well as a majority or sole 
owner of FAIA’s three relying advisers, Fairway America Management Group II LLC (“FAMG II”), 
Fairway American Management Group III LLC (“FAMG III”), and Fairway America Management Group 
IV LLC (“FAMG IV”). The principal owner of Fairway is Eastridge Investment Group, LLC, which is 
majority-owned by Skylands Investment Corporation, which is wholly owned by Mr. Burk.  
 
Mr. Burk is also the manager of FAMG II, FAMG III, and FAMG IV. In his capacity as manager of those 
entities, Mr. Burk may make financial, operational, or business-related decisions that could conflict with 
investment-related decisions made as a voting member of FAIA’s investment committee. Any such conflict 
will be resolved by Mr. Burk acting in the best interest of Fairway’s funds and the investors in those funds. 
 
See the “Conflicts of Interest” section in FAIA’s brochure for additional information. 
 
Item 5.  Additional Compensation 
 
None 
 
Item 6.  Supervision 
 
FAIA supervises its investment advisory practices in accordance with its policies and procedures manual. 
FAIA’s Chief Compliance Officer, Michael Holman, is primarily responsible for the implementation and 
execution of FAIA’s policies and procedures, and overseeing the activities of FAIA’s supervised persons, 
including Mr. Burk.  FAIA’s written policies and procedures are designed to set standards and internal 
controls for the firm, its employees, and its businesses, and are also reasonably designed to detect and 
prevent any violations of regulatory requirements and the policies and procedures. Each employee and 
manager is required to be responsible for and monitor the individuals and departments he or she supervises, 
to detect, prevent, and report any activities inconsistent with FAIA’s procedures, policies, high ethical and 
professional standards, or legal and regulatory requirements. If an investor has a question regarding FAIA’s 
supervision or compliance practices, please contact Michael Holman at 503-906-9100. 
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Jay Zollinger 
Born: 1967 
 
Item 2.  Education Background and Business Experience 
 
Jay Zollinger received a bachelor’s degree in Political Science, Philosophy, and Film Studies from Boston 
University, a master’s degree in American Political Thought from the University of Utah, and a juris 
doctorate degree from the University of California at Berkeley. Mr. Zollinger has been General Counsel 
and a principal at Fairway since 2009. 
 
Item 3.  Disciplinary Information 
 
None. 
 
Item 4.  Other Business Activities 
 
Mr. Zollinger is the founder and sole owner of Outside General Counsel Services, P.C. (“OGCS”). Mr. 
Zollinger, through OGCS, provides general counsel services to FAIA, Fairway, and their affiliated and 
related entities. OGCS also provides legal services to unaffiliated third party clients, for which Mr. 
Zollinger receives compensation. 
 
Through OGCS, Mr. Zollinger is a minority owner of Fairway. Fairway is a real estate origination, servicing 
and consulting firm, which, through its affiliated companies, also provides private fund administrative 
services, capital raising services, and other related services. Fairway is the sole owner of FAIA, as well as 
a majority or sole owner of FAIA’s three relying advisers, FAMG II, FAMG III, and FAMG IV. 
 
See the “Conflicts of Interest” section in FAIA’s brochure for additional information. 
 
Item 5.  Additional Compensation 
 
None. 
 
Item 6.  Supervision 
 
FAIA supervises its investment advisory practices in accordance with its policies and procedures manual. 
FAIA’s Chief Compliance Officer, Michael Holman, is primarily responsible for the implementation and 
execution of FAIA’s policies and procedures, and overseeing the activities of FAIA’s supervised persons, 
including Mr. Zollinger.  FAIA’s written policies and procedures are designed to set standards and internal 
controls for the firm, its employees, and its businesses, and are also reasonably designed to detect and 
prevent any violations of regulatory requirements and the policies and procedures. Each employee and 
manager is required to be responsible for and monitor the individuals and departments he or she supervises, 
to detect, prevent, and report any activities inconsistent with FAIA’s procedures, policies, high ethical and 
professional standards, or legal and regulatory requirements. If an investor has a question regarding FAIA’s 
supervision or compliance practices, please contact Michael Holman at 503-906-9100. 
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Angie Henderson 
Born: 1971 
 
Item 2.  Education Background and Business Experience 
 
Angie Henderson has worked at Fairway since 1995, and as a Senior Underwriter since 2000. Ms. 
Henderson studied at Southern Oregon State University. 
 
Item 3.  Disciplinary Information 
 
None. 
 
Item 4.  Other Business Activities 
 
Ms. Henderson is a minority owner of Fairway. Fairway is a real estate origination, servicing and consulting 
firm, which, through its affiliated companies, also provides private fund administrative services, capital 
raising services, and other related services. Fairway is the sole owner of FAIA, as well as a majority or sole 
owner of FAIA’s three relying advisers, FAMG II, FAMG III, and FAMG IV. 
 
See the “Conflicts of Interest” section in FAIA’s brochure for additional information. 
 
Item 5.  Additional Compensation 
 
None. 
 
Item 6.  Supervision 
 
FAIA supervises its investment advisory practices in accordance with its policies and procedures manual. 
FAIA’s Chief Compliance Officer, Michael Holman, is primarily responsible for the implementation and 
execution of FAIA’s policies and procedures, and overseeing the activities of FAIA’s supervised persons, 
including Ms. Henderson.  FAIA’s written policies and procedures are designed to set standards and internal 
controls for the firm, its employees, and its businesses, and are also reasonably designed to detect and 
prevent any violations of regulatory requirements and the policies and procedures. Each employee and 
manager is required to be responsible for and monitor the individuals and departments he or she supervises, 
to detect, prevent, and report any activities inconsistent with FAIA’s procedures, policies, high ethical and 
professional standards, or legal and regulatory requirements. If an investor has a question regarding FAIA’s 
supervision or compliance practices, please contact Michael Holman at 503-906-9100. 
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Barry Johnson 
Born: 1983 
 
Item 2.  Education Background and Business Experience 
 
Barry Johnson graduated from the University of Denver with a bachelor’s degree in Real Estate/Finance. 
Mr. Johnson also earned a master of business administration from the University of Denver. Mr. Johnson 
joined Fairway in 2015 as Senior Portfolio Manager, became Fairway’s Vice President, Investments in 
2019, and has been Fairway’s Managing Director of Real Estate Funds since 2021. Before joining Fairway, 
Mr. Johnson was Director of Valuation with Integra Realty Resources from 2006 to 2015. 
 
Item 3.  Disciplinary Information 
 
None. 
 
Item 4.  Other Business Activities 
 
None. 
 
Item 5.  Additional Compensation 
 
None. 
 
Item 6.  Supervision 
 
FAIA supervises its investment advisory practices in accordance with its policies and procedures manual. 
FAIA’s Chief Compliance Officer, Michael Holman, is primarily responsible for the implementation and 
execution of FAIA’s policies and procedures, and overseeing the activities of FAIA’s supervised persons, 
including Mr. Johnson.  FAIA’s written policies and procedures are designed to set standards and internal 
controls for the firm, its employees, and its businesses, and are also reasonably designed to detect and 
prevent any violations of regulatory requirements and the policies and procedures. Each employee and 
manager is required to be responsible for and monitor the individuals and departments he or she supervises, 
to detect, prevent, and report any activities inconsistent with FAIA’s procedures, policies, high ethical and 
professional standards, or legal and regulatory requirements. If an investor has a question regarding FAIA’s 
supervision or compliance practices, please contact Michael Holman at 503-906-9100. 
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John Wilson 
Born: 1974 
 
Item 2.  Education Background and Business Experience 
 
John Wilson received a bachelor’s degree in English from Brigham Young University and a master of 
business administration from Purdue University Krannert School of Management. Mr. Wilson has been 
Chief Financial Officer at Fairway since 2017. Prior to joining Fairway, Mr. Wilson worked at Intel in 
various finance and leadership positions from 2000 to 2017. 
 
Item 3.  Disciplinary Information 
 
None. 
 
Item 4.  Other Business Activities 

Mr. Wilson is a minority owner of Eastridge Investment Group, LLC, which is the majority owner of 
Fairway. Fairway is a real estate origination, servicing and consulting firm, which, through its affiliated 
companies, also provides private fund administrative services, capital raising services, and other related 
services. Fairway is the sole owner of FAIA, as well as a majority or sole owner of FAIA’s three relying 
advisers, FAMG II, FAMG III, and FAMG IV. 

See the “Conflicts of Interest” section in FAIA’s brochure for additional information. 

Item 5.  Additional Compensation 
 
None. 
 
Item 6.  Supervision 
 
FAIA supervises its investment advisory practices in accordance with its policies and procedures manual. 
FAIA’s Chief Compliance Officer, Michael Holman, is primarily responsible for the implementation and 
execution of FAIA’s policies and procedures, and overseeing the activities of FAIA’s supervised persons, 
including Mr. Wilson.  FAIA’s written policies and procedures are designed to set standards and internal 
controls for the firm, its employees, and its businesses, and are also reasonably designed to detect and 
prevent any violations of regulatory requirements and the policies and procedures. Each employee and 
manager is required to be responsible for and monitor the individuals and departments he or she supervises, 
to detect, prevent, and report any activities inconsistent with FAIA’s procedures, policies, high ethical and 
professional standards, or legal and regulatory requirements. If an investor has a question regarding FAIA’s 
supervision or compliance practices, please contact Michael Holman at 503-906-9100. 
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