B e

11008177

AMENDMENT NO. 4 vt
TO ?é%e i % 23”

FORM 1-A Washington, DO

REGULATION A OFFERING STATEMENT
UNDER THE SECURITIES ACT OF 1933

ActivCare at Bressi Ranch, LLC

(Exact name . of issuer as specified in its charter)

Califomia

(State or other jurisdiction of incorporation or organization)

Income Property Group
c/o Health Care Group
9619 Chesapeake Drive
Suite 103
San Diego, California 92123
858-565-4424

(Name, address, including zip code, and telephone number,
including area code, of issuer’s principal executive office)

D. Kevin Moriarty
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PARTI

NOTIFICATION
Item 1. Significant Parties
@ As a limited liability company, the issuer has a manager rather than directors. The
issuer’s manager is:
Name Address
Income Property Group, Business: 9619 Chesapeake Drive
a California corporation Suite 103

San Diego, California 92123

Residential:  Not applicable as the
manager is an entity and not
an individual.

(b) The issuer has no officers.

(c) Not applicable as the issuer is a limited liability company and has a manager
rather than a general partner.

(d The record owners of 5% or more of the membership interests of the issuer are:
Name Address
Income Property Group, Business: 9619 Chesapeake Drive
a California corporation Suite 103 :
(Sole member) San Diego, California 92123

Residential: N/A as the record owner is an
entity and not an individual

®) The beneficial owners of greater than 5% of the membership interests of the
issuer are:
Name Address ‘
W. Major Chance Business: 9619 Chesapeake Drive
Suite 103

San Diego, California 92123

Residential: 7106 Country Club Drive
La Jolla, California 92037
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B. Renee Barnard Business: 9619 Chesapeake Drive
Suite 103 ,
San Diego, California 92123

Residential: 3514 Tealwater Court
Katy, Texas 76205

D. Kevin Moriarty Business: 9619 Chesapeake Drive
Suite 103
San Diego, California 92123

Residential: P.O. Box 8695
Rancho Santa Fe, CA 92067

Todd A. Shetter Business: 9619 Chesapeake Drive
Suite 103
San Diego, California 92123

Residential: 8536 Boothbay Place
San Diego, California 92129

Each of Messrs. Chance, Moriarty and Shetter and Ms. Barnard owns 25% of the issued
and outstanding stock of Income Property Group, so each of them is the beneficial owner of 25%
of the outstanding membership interest of the issuer.

® The promoters of the issuer are:
Name Address
Income Property Group, ~ Business: 9619 Chesapeake Drive
a California corporation Suite 103
San Diego, California 92123
Residential: Not applicable as Income
Property Group is an entity
rather than an individual.
Health Care Group, Business: 9619 Chesapeake Drive
a California corporation Suite 103

San Diego, California 92123
Residential: Not applicable as Health Care

Group is an entity rather than
an individual.
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The affiliates of the issuer are:

Name
Income Property Group, Business:
a California corporation
Residential:
Health Care Group, Business:
a California corporation
Residential:
Bressi Development LLC Business:

a California limited liability company

Residential:
R.A.C. Bressi, LP Business:
a California limited partnership

Residential:
Bressi Holding, LLC Business:

a California limited liability company

Residential:

iv

Address

9619 Chesapeake Drive
Suite 103
San Diego, California 92123

Not applicable as Income
Property Group is an entity
rather than an individual.

9619 Chesapeake Drive
Suite 103
San Diego, California 92123

Not applicable as Health Care
Group is an entity rather than
an individual.

9619 Chesapeake Drive
Suite 103
San Diego, California 92123

Not applicable as Bressi
Development, LLC is an
entity rather than an
individual.

9619 Chesapeake Drive

Suite 103
San Diego, California 92123

Not applicable as R.A.C.
Bressi, LP is an entity rather
than an individual.

9619 Chesapeake Drive
Suite 103
San Diego, California 92123

Not applicable as Bressi
Holding, LLC is an entity
rather than an individual.
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Principal Investors, LP Business:
a California limited partnership

Residential:
J-C La Jolla, Ltd. Business:
a California limited partnership

Residential:
HCG Lending, LLC Business:

a California limited liability company

Residential:

HCG Properties, LLC Business:
a California limited liability company

Residential:

Major Grand Developments, LLC ~ Business:
a California limited liability company

Residential:

Briercrest Development, L.P. Business:

a California limited partnership

9619 Chesapeake Drive
Suite 103
San Diego, California 92123

Not applicable as Principal
Investors, LP is an entity
rather than an individual.

9619 Chesapeake Drive
Suite 103
San Diego, California 92123

Not applicable as J-C La
Jolla, Ltd. is an entity rather
than an individual.

9619 Chesapeake Drive
Suite 103
San Diego, California 92123

Not applicable as HCG
Lending, LLC is an entity
rather than an individual.

9619 Chesapeake Drive
Suite 103
San Diego, California 92123

‘Not applicable as HCG

Properties, LLC is an entity
rather than an individual.

9619 Chesapeake Drive
Suite 103
San Diego, California 92123

Not applicable as Major
Grand Development, LLC is
an entity rather than an
individual.

9619 Chesapeake Drive
Suite 103
San Diego, California 92123
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Residential:

Brittany House, LLC Business:
a California limited liability company

Residential:
Urban Financial Corporation, Business:
a California corporation

Residential:
‘Chance Invest-Co LLC Business:

a California limited liability company

Residential:

C-R Invest-Co LLC Business:
a California limited liability company

Residential:

Coachella Desert Land Partners, LLC Business:
a California limited liability company

Residential:

vi

Not applicable as Briercrest
Development, L.P. is an
entity rather than an
individual.

9619 Chesapeake Drive
Suite 103
San Diego, California 92123

Not applicable as Brittany
House, LLC is an entity
rather than an individual.

9619 Chesapeake Drive
Suite 103
San Diego, California 92123

Not applicable as Urban
Financial Corporation is an
entity rather than an
individual.

9619 Chesapeake Drive
Suite 103
San Diego, California 92123

Not applicable as Chance
Invest-Co LLC is an entity
rather than an individual.

9619 Chesapeake Drive

Suite 103
San Diego, California 92123

Not applicable as C-R Invest-
Co LLC is an entity rather
than an individual.

9619 Chesapeake Drive
Suite 103
San Diego, California 92123

Not applicable as Coachella
Desert Land Partners, LLC is
an entity rather than an
individual.



(h)

)

(k)
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Counsel to the issuer with respect to the proposed offering is:

Name

Kaplan & Frank, PLC

Business:

Residential:

Address

7 East 2™ Street
Richmond, Virginia 23224

Not applicable as Kaplan &
Frank, PLC is an entity rather
than an individual.

The underwriter with respect to the proposed offering is:

Name

Courtlandt Securities Corporation,

a California corporation

The underwriter’s directors are:

Name

Michael L. Cruz

The underwriter’s officers are:

Name

Michael L. Cruz
Chief Executive Officer

vii

Business:

Residential:

Business:

Residential:

Business:

Address

3991 MacArthur Blvd.
Suite 320

Newport Beach, California
92660

Not applicable as Courtlandt
Securities Corporation is an
entity rather than an
individual.

Address

13991 MacArthur Blvd.

Suite 320
Newport Beach, California
92660

104 St. Joseph
Long Beach, CA 90803

Address .

3991 MacArthur Blvd.
Suite 320

Newport Beach, California
92660



Residential: 104 St. Joseph

Long Beach, CA 90803
Steve M. Moore Business: 3991 MacArthur Blvd.
Chief Operating Officer Suite 320

Newport Beach, California

92660

Residential: 5050 Birkdale Way
San Jose, Ca 95138

O The underwriter has no general partners.
(m) Counsel to the underwriter is:
Name Address

Jeffer, Mangels, Butler & Mitchell LLP Business: 1900 Avenue of the Stars,
Seventh Floor
Los Angeles, California
90067

Residential:  Not applicable as Jeffer,
Mangels, Butler & Mitchell

LLP is an entity rather than
an individual.

Item 2. Application of Rule 262

(@) None of the persons identified in Item 1 are subject'to any of the disqualification
provisions set forth in Rule 262.

(b) Not applicable as none of the persons identified in Item 1 are subject to any of the
disqualification provisions set forth in Rule 262.

Item 3. Affiliate Sales

Not applicable as no part of the proposed offering involves the resale of securities by affiliates of

the issuer.

Item 4. Jurisdictions in Which Securities are to be Offered

(@) The securities will be offered by the underwriter in the following states:
California, Colorado, Illinois, and Minnesota. The securities will not be
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registered in California or Colorado and will be registered in Illinois and
Minnesota. In California the securities will be offered pursuant to the exemption
from registration found in Section 25102(n) of the California Corporations Code.
In Colorado the securities will be offered pursuant to the exemption from
registration found in Section 11-51-308(p) of the Colorado Securities Act.

(b) Not applicable as none of the securities will be offered by persons other than the
underwriter, dealers or salesmen.

Item 5. Unregistered Securities Issued or Sold Within One Year

On June 8, 2011, the issuer was formed and issued a single Class B Unit to Income Property
Group as the issuer’s initial member for no consideration. Income Property Group will be
redeemed as of the closing date of this offering for no consideration.

The issuer relied on the private placement exemption found in Section 4(2) of the Securities Act
of 1933 (the “Securities Act”) for the issuance of its initial membership interest to Income
Property Group. As Income Property Group is the founding member of the issuer, there was no
public solicitation with respect to this initial issuance. Further, Income Property Group is the
sole manager of the issuer and therefore controls the issuer’s business decisions and has access to
all information regarding the issuer.

None of the issuer’s predecessors or affiliated issuers, including the issuer’s proposed
subsidiaries have issued or sold unregistered securities within the last year. '

Pursuant to the reorganization agreement, as amended, between the issuer, all of the members of
Bressi Development, LLC and all of the limited partners of R.A.C. Bressi, LP, the issuer will
exchange Class B membership interests in itself for all of the membership interests in Bressi
Development and all of the limited partnership interests in RAC Bressi. The membership
interests in Bressi Development and the limited partnership interests in RAC Bressi are
unregistered securities. ‘

W. Major Chance and D. Kevin Moriarty are the managers, the equivalent of directors for a
limited liability company, for Bressi Development and Mr. Chance, Mr. Moriarty, B. Renee
Barnard and Todd A. Shetter are all the members of the board of directors of Income Property
Group, the sole general partner of RAC Bressi. Each of Messrs. Chance, Moriarty, and Shetter
and Ms. Barnard is also a beneficial owner of membership interests in Bressi Development and
limited partnership interests in RAC Bressi and will exchange all of his or her interests in our
proposed subsidiaries for Class B membership interests in us. - Mr. Chance will receive,
beneficially, 1,357.93 Class B Units, which form collectively 27.16% of our aggregate Class B
membership interests. Mr. Moriarty will receive, beneficially, 756.51 Class B Units, which form
collectively 15.13% of our Class B membership interests. Mr. Shetter will receive, beneficially,
520.83 Class B Units, collectively forming 10.42% of our aggregate Class B membership
interests. Ms. Barnard will receive, beneficially, 549.72 Class B Units, collectively forming
10.97% of our aggregate Class B membership interests. The respective amounts of our Class B
membership interests to be issued in exchange for all the membership interests in Bressi
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Development and all the limited partnership interests in RAC Bressi were determined pursuant
the negotiated agreement of the members of Bressi Development, the limited partners of RAC
Bressi and the issuer.

The limited partners of RAC Bressi and the members of Bressi Development, including Messrs.
Chance, Moriarty, and Shetter and Ms. Barnard have offered and intend to sell their respective
interests in those entities to us pursuant to Section 4(1) of the Securities Act which exempts
transactions by persons who are not issuers, underwriters or dealers from the registration
requirements of Section 5 of the Securities Act.

The Class B membership interests in the issuer to be issued to the limited partners of RAC Bressi
and the members of Bressi Development at the closing of the transactions contemplated by the
reorganization agreement will not be registered under the Securities Act. The issuer has offered
and intends to issue its Class B membership interests pursuant to Rule 506 of Regulation D
promulgated by the Securities and Exchange Commission and Section 4(2) of the Securities Act.
Our Class B membership interests were offered solely to the limited partners of RAC Bressi and
the members of Bressi Development, each of whom with which the issuer has a preexisting
relationship. Additionally, each of the acquiring limited partners or members is an accredited
investor as defined in Rule 501 of Regulation D.

Item 6. Other Present or Proposed Offerings

The issuer has entered into a reorganization agreement with the members of Bressi Development,
LLC and the limited partners of R.A.C. Bressi, LP, two of its affiliates, pursuant to which the
issuer will issue Class B membership interests in itself to the members of Bressi Development
and the limited partners of RAC Bressi in exchange for all of the membership interests in Bressi
Development and all of the limited partnership interests in RAC Bressi. The reorganization
agreement is attached as Exhibit 6(g) to this offering statement.

The Class B membership interests in the issuer to be issued to the limited partners of RAC Bressi
and the members of Bressi Development at the closing of the transactions contemplated by the
reorganization agreement will not be registered under the Securities Act. The issuer has offered
and intends to issue its Class B membership interests pursuant to Rule 506 of Regulation D
promulgated by the Securities and Exchange Commission and Section 4(2) of the Securities Act.
Our Class B membership interests were offered solely to the limited partners of RAC Bressi and
the members of Bressi Development, each of whom with which the issuer has a preexisting
relationship. Additionally, each of the acquiring limited partners or members is an accredited
investor as defined in Rule 501 of Regulation D.

The limited partners of RAC Bressi and the members of Bressi Development have offered and
intend to sell their respective interests in those entities to us pursuant to Section 4(1) of the
Securities Act which exempts transactions by persons who are not issuers, underwriters or
dealers from the registration requirements of Section 5 of the Securities Act.

Item 7. Marketing Arrangements
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(a) Not applicable. There is no arrangement known to the issuer or to any person
named in response to Item 1 above or to any selling security holder in the
offering covered by this Form 1-A for any of the following purposes:

(1) To limit or restrict the sale of other securities of the same class as
those to be offered for the period of distribution;

(2) To stabilize the market for any of the securities to be offered;

(3) For withholding commissions, or otherwise to hold any underwriter or
dealer responsible for the distribution of its participation.

(b) Not applicable. The underwriter does not intend to confirm sales to any accounts
over which it exercises discretionary authority.

Item 8. Relationship with Issuer of Experts Named in Offering Statement

No expert named in the Offering Statement as having prepared or certified any part thereof was
employed for such purpose on a contingent basis or, at the time of such preparation or
certification or at any time thereafter, had a material interest in the issuer or any of its parents or
subsidiaries or was connected with the issuer or any of its parents or subsidiaries as a promoter,
underwriter, voting trustee, director, officer, or employee.

Item 9. Use of a Solicitation of Interest Document

No publication authorized by Rule 254 was used prior to the filing of this notification.
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Preliminary Offering Circular
Subject to Completion, Dated November 17, 2011

ActivCare at Bressi Ranch, LLC
9619 Chesapeake Dr., Ste. 103
San Diego, CA 92123

Class A Units of Membership Interest
$5,000,000 Maximum Aggregate Offering Amount (5,000 Units)

ActivCare at Bressi Ranch, LLC, a California limited liability company is offering up to an aggregate of
$5,000,000 of Class A units of its membership interests, or the Offered Units, in accordance with the terms
described in this offering circular. The purchase price per Offered Unit is $1,000 and the minimum purchase
requirement is twenty (20) Offered Units ($20,000). We must sell the total offering amount of 5,000 Offered
Units ($5,000,000) before we may receive any proceeds from this offering. This offering shall terminate on June
30, 2012. Proceeds from this offering will be held in escrow with Comerica Bank, as escrow agent, until we have
sold the entire offering amount. If we do not receive and accept subscriptions for the full offering amount prior to
the offering termination date, June 30, 2012, the escrow agent will promptly refund subscribers’ purchase prices,
together with any interest accrued thereon. The Offered Units are being offered only in the states of California,
Colorado, Illinois, and Minnesota and solely to persons who meet the suitability standards set forth herein. There
is no public market for our Offered Units and we do not anticipate that one will develop. In addition, our Offered
Units are subject to transfer restrictions contained in our operating agreement, which require that our managet,
Income Property Group consent to any proposed transfer. See “WHO MAY INVEST.” Purchasers of the
Offered Units may be referred to herein as “Class A Members of our company” or “Class A Members.”

An investment in the Offered Units is subject to several risks. Prospective investors should
carefully review the RISK FACTORS beginning on page 15.

The economic, voting and other rights of purchasers of Offered Units are set forth in our operating
agreement, in the form attached this offering circular as Appendix B2 and to which investors will become party
upon the acceptance of their subscriptions and the release of the proceeds from this offering to us. Purchasers of
Offered Units are entitled to certain preferences in the distribution of our operating cash flow and our net proceeds
from capital transactions. These preferences are not a guarantee of any return on an investment in us or the
return of your invested capital, each of which depends on both our achievement of positive cash flow and
our manager’s discretion in declaring distributions. Subject to the foregoing, purchasers will be entitled to a
minimum, annual, non-compounding and non-cumulative, preferred return from operating cash flow of eight
percent (8%) per annum on their unreturned capital contributions to us. If our manager elects to make
distributions of our operating cash flow, such operating cash flow will initially be distributed such that our Class
A Members receive the greater of (a) their accrued preferred return for the applicable year or (b) 50% of the total
operating cash flow. Our other members, the Class B Members, will receive and split the remaining operating
cash flow as further described herein. Once our Class A Members have received an aggregate internal rate of
return (calculated in accordance with the formula set forth in our operating agreement) of 10% on their aggregate
capital contributions to us (whether from operating cash flow or proceeds of a capital transaction), all subsequent
distributed operating cash flow shall be split 25% to the Class A Members and 75% to the Class B Members. If
we engage in a capital transaction (such as a sale of our assets or a refinancing), the net proceeds of such a
transaction will first be distributed to the Class A Members to return their capital contributions, then to the Class
A Members until the Class A Members have received aggregate distributions (including prior distributions from
operating cash flow and from prior capital transactions) resulting in a 10% internal rate of return on their
aggregate capital contributions, and, finally, the remainder will be split 25% to the Class A Members and 75% to
the Class B Members. See “DESCRIPTION OF OFFERED SECURITIES.”

THE UNITED STATES SECURITIES AND EXCHANGE COMMISSION DOES NOT PASS UPON THE
MERITS OR GIVE ITS APPROVAL TO ANY SECURITIES OFFERED OR THE TERMS OF THE
OFFERING, NOR DOES IT PASS UPON THE ACCURACY OR COMPLETENESS OF ANY
OFFERING CIRCULAR OR OTHER SELLING LITERATURE. THESE SECURITIES ARE OFFERED
PURSUANT TO AN EXEMPTION FROM REGISTRATION WITH THE COMMISSION; HOWEVER,
THE COMMISSION HAS NOT MADE AN INDEPENDENT DETERMINATION THAT THE
SECURITIES OFFERED HEREUNDER ARE EXEMPT FROM REGISTRATION.
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Underwriting Discounts
Price to Public and Commissions Proceeds to Company
Per Offered Unit: $1,000 $100 $900
Total: $5,000,000 $500,000 $4,500,000

The Offered Units will be offered to prospective investors on a best efforts basis by Courtlandt Securities
Corporation, or our dealer manager, a member firm of the Financial Industry Regulatory Authority, or FINRA.
Our dealer manager may engage other FINRA member firms as participating broker-dealers who will receive
commissions on the sale of the Offered Units. Our dealer manager will receive selling commissions of 5.83% of the
offering proceeds, which it will re-allow and pay to participating broker-dealers, who sell Offered Units, and our
dealer manager will also receive a non-accountable due diligence, marketing and expense reimbursement fee of
3.00% of the offering proceeds, which it may also re-allow and pay to the participating broker-dealers. In addition,
our dealer manager will receive a dealer manager fee equal to 1.17% of the gross proceeds of the offering.

No dealer, broker, salesman or other person has been authorized to give any information or to make any
representations other than those contained in this offering circular and, if given or made, such other information
should not be relied upon as having been authorized by our company or our dealer manager. This offering circular
constitutes an offer to sell or a solicitation of an offer to buy the Offered Units solely in the states of California,
Colorado, Illinois, and Minnesota. If you are a resident of a state other than the foregoing and have received this
offering circular, please return the offering circular to our company or our dealer manager, keeping no copies
thereof. Neither the delivery of this offering circular, any sale made hereunder, nor the filing or other use of this
offering circular shall create an implication that there has been no change in the affairs of the Company since the
date hereof or imply that any information herein is accurate or complete as of any later date.
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WHO MAY INVEST

General

An investment in the Offered Units involves significant risk and is only suitable for persons who have
adequate financial means, desire a relatively long-term investment and who will not need immediate liquidity from
their investment. There is no public market for our Offered Units and we do not anticipate that one will develop,
which means that it may be difficult for you to sell your Offered Units. This investment is not suitable for persons
who require immediate liquidity or guaranteed income, who seek a short-term investment, or who cannot bear the
loss of their entire investment.

In consideration of these factors, we have established suitability standards for purchasers of the Offered
Units in this offering, and subsequent purchasets of our Offered Units from third parties to the extent required by
state law. These suitability standards require that a purchaser of our Offered Units have, excluding the value of a
purchaser’s home, furnishings and automobiles, either:

a net worth of at least $250,000; or
a gross annual income of at least $70,000 and a net worth of at least $70,000.

In the case of sales to fiduciary accounts (such as an IRA, Keogh Plan, or pension or profit sharing plan), these
suitability standards must be met by the beneficiary, the fiduciary account or by the person who directly or indirectly
supplied the funds for the purchase of our Offered Units if that person is the fiduciary. In the case of gifts to minors,
the suitability standards must be met by the custodian account or by the donor.

These suitability standards are intended to help ensure that, given the long-term nature of an investment in our
Offered Units, our investment objectives and the relative illiquidity of the Offered Units, an investment in the
Offered Units is an appropriate investment for those who become Class A Members.

Our operating agreement provides that in order to transfer a membership interest in us, a member must first give
our manager, Income Property Group, at least 72 hours notice of the member’s intent to assign its interest. Income
Property Group must consent to the transfer before the member may transfer its. membership interest to a third party,
and Income Property Group may withhold such consent if the proposed transfer would violate any law, rule or
regulation applicable to us or the membership interest to be transferred. With respect to our suitability standards, -
Income Property Group may withhold its consent to a proposed transfer if the proposed transferee resides in a state
which requires the application of suitability standards to subsequent transferees of securities and such proposed
transferee does not meet our suitability standards. Additionally, Income Property Group intends to withhold its
consent if necessary to ensure our company remains within a safe harbor from treatment as a publicly traded
partnership. See “MATERIAL FEDERAL TAX CONSEQUENCES ~ Classification as a Partnership.”

California

. We intend to qualify for an exemption from registration of the Offered.Units in California pursuant to Section
25102(n) of the California Corporations Code. In connection with such exemption, all persons to whom we sell the
Offered Units must be “qualified purchasers” as defined in Section 25102(n)(2) of the California Corporations Code.
According to Section 25102(n)(2) of the California Corporations Code, “qualified purchasers” include the following.

(a) The trustee of an issuer which is a trust and the general partner of an issuer which is a partnership, who
exercise managerial functions with respect to such entities, and any officer, director or general partner of a general
partner of an issuer which is a partnership.

(b) Any person who occupies a position with the issuer, or with a general partner of an issuer which is a
partnership, with duties and authority substantially similar to those of an executive officer of a corporation.
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()
(1) Any relative, spouse or relative of the spouse of an otherwise qualified purchaser who has the same
principal residence as the purchaser; '

(2) any trust or estate in which an otherwise qualified purchaser and any of the persons related to such
purchaser as specified in clause (1) or clause (3) collectively have more than 50% of the beneficial interest
(excluding contingent interests); and

(3) any corporation or other organization of which an otherwise qualified purchaser and any of the persons
related to such purchaser as specified in clause (1) or clause (2) collectively are beneficial owners of more than 50%
of the equity securities (excluding director's qualifying shares) or equity interests. "Relative” means a person related
by blood, marriage or adoption.

(d) Any individual who is a "promoter" of the issuer, as defined in Subsection (f) of Section 260.102.12 of the
California Code of Regulations.

() Any person who purchases $150,000 or more of the securities offered in the transaction, provided each such
purchaser meets either one of the following, or who the issuer reasonably believes comes within either of the
following:

(1) Such person, or such person's professional advisor, has the capacity to protect such person's own
interests in connection with the transaction, as provided in Section 25102(£)(2) of the California Corporations Code.

(2) The investment (including mandatory assessments) does not exceed 10% of such person's net worth or
joint net worth with that person's spouse.

() A small business investment company licensed by the U.S. Small Business Administration under Section
301(c) or (d) of the Small Business Investment Company Act of 1958, and a business development company as
defined in Section 2(a)(48) of the Investment Company Act of 1940, and a private business development company
as defined in Section 202(a)(22) of the Investment Advisors Act of 1940.

() A person who comes within one of the categories of an "accredited investor” in Rule 501(a) of Regulation D
adopted by the Securities and Exchange Commission, or SEC, under the Securities Act of 1933, or Securities Act.

(h) Any entity in which all of the equity owners are persons specified in Section 25102(i) of the California
Corporations Code; Rule 260.102.10 of the California Code of Regulations; or subsections (a), (b), (c), (d), (f) and
(g) above; or who are "officers, directors or affiliates of the issuer” as that term is used in Section 25102(f) of the
Code. '

(i) Any (1) bank, savings and loan association, trust company, insurance company, investment company
registered under the Investment Company Act of 1940, pension or profit-sharing trust (other than a pension or
profit-sharing trust of the issuer, a self-employed individual retirement plan, or individual retirement account), or
other institutional investor or governmental agency or instrumentality that the commissioner may designate by rule,
whether the purchaser is acting for itself or as trustee, or (2) any corporation with outstanding securities registered
under Section 12 of the Securities Exchange Act of 1934 or any wholly owned subsidiary of the corporation that
after the offer and sale will own directly or indirectly 100 percent of the outstanding capital stock of the issuer,
provided the purchaser represents that it is purchasing for its own account (or for the trust account) for investment
and not with a view to or for sale in connection with any distribution of the security.

(j) A pension or profit-sharing trust of the issuer, a self-employed individual retirement plan, or an individual
retirement account, if the investment decisions made on behalf of the trust, plan, or account are made solely by
persons who are qualified purchasers.

(k) An organization described in Section 501(c)(3) of the Internal Revenue Code, or the Code, corporation,

Massachusetts or similar business trust, or partnership, each with total assets in excess of five million dollars
($5,000,000) according to its most recent audited financial statemerits. :

(1) a natural person who, either individually or jointly with the person's spouse, (i) has a minimum net worth of
two hundred fifty thousand dollars ($250,000) and had, during the immediately preceding tax year, gross income in

{00063165.1 } 4



excess of one hundred thousand dollars ($100,000) and reasonably expects gross income in excess of one hundred
thousand dollars ($100,000) during the current tax year or (i) has a minimum net worth of five hundred thousand
dollars ($500,000). "Net worth" shall be determined exclusive of home, home furnishings, and automobiles. Other
assets included in the computation of net worth may be valued at fair market value. Further, the amount of
investment by any natural person may not exceed 10% of the net worth, as determined in accordance with the above,
of such natural person. A

If you are a resident of the state of California, you must be a qualified purchaser meeting the terms of at
least one of (a) through (1) set forth above in order to purchase Offered Units in this offering. If you are a resident of
the state of California, have received this offering circular and do not meet the terms of any of (a) through (1) above,
then you may not purchase Offered Units in this offering and you must return this offering circular to us, keeping no
copies thereof.

Broker-Dealer Requirements

Each of the participating broker-dealers, authorized registered representatives or any other person selling
Offered Units on our behalf is required to:

« make every reasonable effort to determine that the purchase of Offered Units is a suitable and appropriate
investment for each investor based on information provided by such investor to the broker-dealer, including
such investor’s age, investment objectives, income, net worth, financial situation and other investments held
by such investor; and

« maintain, for at least six years, records of the information used to determine that an investment in our Offered
Units is suitable and appropriate for each investor, and, with respect to investors hailing from the state of
California, that such investors meet the definition of “qualified purchaser” as described above.

In making this determination, your participating broker-dealer, authorized registered representative or other
person selling Offered Units on our behalf will, based on a review of the information provided by you, consider
whether you:

« meet the minimum income and net worth standards established in your state, including without limitation,
whether residents of the state of California meet the minimum income and net worth standards, or other

applicable standards, necessary to meet the definition of “qualified purchaser” as set forth above;

« can reasonably benefit from an investment in our Offered Units based on your overall investment objectives -
and portfolio structure;

« are able to bear the economic risk of the investment based on your overall financial situation; and
+ have an apparent understanding of:

+ the fundamental risks of an investment in the Offered Units;

» the risk that you may lose your entire investment;

+ the lack of liquidity of the Offered Units;

« the restrictions on transferability of the Offered Units;

+ the background and qualifications of our management; and

* our business.

In addition, by signing your Purchaser Questionnaire and Subscription Agreement, you represent and warrant
to us that you have received a copy of this offering circular and that you meet the net worth and annual gross income

{00063165.1 } 5



requirements described above and applicable in your state. These representations and warranties help us to ensure
that you are fully informed about an investment in us and that we adhere to our suitability standards and meet the
requirements of the exemption we are seeking from registration of the Offered Units under the California
Corporations Code. In the event you or another Class A Member or a regulatory authority attempted to hold us
liable because Class A Members did not receive copies of this offering circular or because we failed to adhere to
each state’s investor suitability requirements, we will assert these representations and warranties made by you in any
proceeding in which such potential liability is disputed in an attempt to avoid any such liability. If you are a resident
of the state of California, we further intend to rely on the representations made by you in your Subscription
Agreement in determining whether you are a qualified purchaser for the purpose of meeting the requirement of the
exemption from registration we are seeking under the California Corporations Code. By making these
representations, you will not waive any rights that you may have under federal or state securities laws.

Restrictions Imposed by the USA PATRIOT Act and Related Acts

In accordance with the Uniting and Strengthening America by Providing Appropriate Tools Required to
Intercept and Obstruct Terrorism Act of 2001, or the USA PATRIOT Act, the securities offered hereby may not be
offered, sold, transferred or delivered, directly or indirectly, to any “unacceptable investor,” which means anyone
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; or U.S., Treasury Department;

« acting on behalf of, or an entity owned or controlled by, any government against whom the U.S. maintains
economic sanctions or embargoes under the Regulations of the U.S. Treasury Department;

« within the scope of Executive Order 13224 — Blocking Property and Prohibiting Transactions with Persons
who Commit, Threaten to Commit, or Support Terrorism, effective September 24, 2001;

« a person or entity subject to additional restrictions imposed by any of the following statutes or regulations
and executive orders issued thereunder: the Trading with the Enemy Act, the National Emergencies Act, the
Antiterrorism and Effective Death Penalty Act of 1996, the International Emergency Economic Powers Act,
the United Nations Participation Act, the International Security and Development Cooperation Act, the
Nuclear Proliferation Prevention Act of 1994, the Foreign Narcotics Kingpin Designation Act, the Iran and
Libya Sanctions Act of 1996, the Cuban Democracy Act, the Cuban Liberty and Democratic Solidarity Act
and the Foreign Operations, Export Financing and Related Programs Appropriations Act 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; or '

+ designated or blocked, associated or involved in terrorism, or subject to restrictions under laws, regulations, or
executive orders as may apply in the future similar to those set forth above.

HOW TO SUBSCRIBE

Prospective investors who meet the suitability standards described above (and, if residing in California, are
qualified purchasers) herein may subscribe for Offered Units as follows:

« Review this entire offering circular and any appendices, exhibits and supplements accompanying this offering
circular.

« Complete the execution copy of the Purchaser Questionnaire and Subscription Agreement, or Subscription
Agreement. A specimen copy of the Subscription Agreement is included in this offering circular as Appendix
C.

« Deliver your completed and executed Subscription Agreement to our dealer manager at the address set forth
in the Subscription Agreement.
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« If you are paying the purchase price for your Offered Units via check, deliver your check for the full purchase
price to our dealer manager, and if you are paying via wire transfer, transmit your full purchase price to
Comerica Bank, our escrow agent, pursuant to the wiring instructions in your Subscription Agreement.

* Your check should be made payable to “Comerica Bank, as Escrow Agent for ActivCare at Bressi Ranch,
LLC.” You may also deliver the purchase price of the Offered Units directly to Comerica Bank, our escrow
agent, pursuant to wiring instructions included in the Subscription Agreement

By executing the Subscription Agreement and paying the total purchase price for the Offered Units subscribed
for, each investor attests that he or she meets the minimum income and net worth standards we have established,
and, in the case of an investor residing in the state of California, is a qualified purchaser as defined in Section
25102(n)(2) of the California Corporations Code.

Subscriptions will be effective only upon our acceptance, and we reserve the right to reject any subscription,
in whole or in part. An approved custodian or trustee must process and forward to us subscriptions made through
IRAs, Keogh plans, 401(k) plans and other tax-deferred plans. If we do not accept your subscription, our escrow
agent promptly return your check without interest, or promptly refund any purchase price transferred via wire
transfer. Any subscription application not accepted within thirty (30) days of receipt shall be deemed rejected.
Accepted subscription amounts will be placed in an interest-bearing escrow account with Comerica Bank, as escrow
agent, until subscriptions for the full offering amount have been received and accepted by us, at which time the
escrow agent will release the proceeds, and any interest earned thereon, to our company which will use the proceeds
for the purposes described in this offering circular.

If we do not receive and accept subscriptions for the full offering amount prior to the offering termination
date, June 30, 2012, the escrow agent will promptly refund subscribers’ purchase prices, together with any interest

accrued thereon, following the termination of the offering.

See the “WHO MAY INVEST” and the “PLAN OF DISTRIBUTION” sections of this offering circular for
additional details on how you can subscribe for Offered Units.
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SUMMARY OF THE OFFERING CIRCULAR

This summary of the offering circular highlights material information contained elsewhere in this offering
circular. Because it is a summary, it may not contain all of the information that is important to your decision
whether to invest in the Offered Units. To understand this offering fully, you should read the entire offering circular
carefully, including the “Risk Factors” section. The use of the words “we,” “us,” “the Company,” or “our” refers
to ActivCare at Bressi Ranch, LLC and our two prospective subsidiaries, Bressz Development LLC, or Bressi
Development and R.A.C. Bressi LP, or RAC Bressi, which we will acquire as of the closing of this offering, except
where the context otherwise requires. The term “operating agreement” refers to our Company’s Amended and
Restated Operating Agreement dated as of November 16, 2011.

General

We were formed as a California limited liability company on June 8, 2011. We intend to provide investors in
the Offered Units the potential for income and growth through the construction and operation of a 50-unit, 80-bed
memory-care facility on a 2.5 acre parcel of land located at 6255 Nygaard Street, Carlsbad, California, as a part of
the Bressi Ranch master-planned community. Our facility will be known as ActivCare at Bressi Ranch. We intend
to own and operate ActivCare at Bressi Ranch through our prospective two subsidiaries, Bressi Development and
RAC Bressi. We will acquire all of the membership interests in Bressi Development and all of the limited
partnership interests in RAC Bressi contemporaneously with, or immediately prior to, the closing of this offering.
Income Property Group, our company’s manager, will be the general partner of RAC Bressi and the manager of
Bressi Development with control over each of their operations (subject to the right of our members to consent to
major decisions as contained in our operating agreement). See “REORGANIZATION TRANSACTIONS.”

As the sole limited partner of RAC Bressi, we will have the following rights: (i) the right to transfer our
limited partnership interest in RAC Bressi in whole or in part, subject to the consent of the general partner, (ii) the
right to withdraw or resign as a partner with the consent of the general partner, (iii) the right to consent to the
lending of money and transacting of business by any partner of RAC Bressi with the partnership, (iv) the right to
remove the general partner for good cause subject to the affirmative vote of our members owning in excess of 75%
of our aggregate outstanding percentage interests, (v) the right to indemmification for any claim, loss, liability or
damage incurred by reason of an act performed or omitted to be performed by us in good faith on behalf of RAC
Bressi, (vi) the right to distributions of cash from operations and net proceeds from capital transactions according to
our percentage interest at times and in the manner as determined by the general partner, (vii) the right to inspect the
books and records of RAC Bressi and to make copies thereof, (viii) the right to receive within ninety (90) days after
the end of each fiscal year of RAC Bressi information sufficient to allow us to complete our state and federal tax
returns, (ix) the right to dissolve RAC Bressi, and (x) the right to approve an appraiser to determine fair market
value of the assets of RAC Bressi upon its dissolution. As the sole limited partner of RAC Bressi, we would be .
entitled to 99.99% of all cash from operations and net proceeds from capital transactions from RAC Bressi, subject
only to Income Property Group’s .01% general partnership interest, and subject to Income Property Group’s
discretion to make distributions as the general partner of RAC Bressi.

Bressi Development owns the land and improvements which will form our facility when completed, and RAC
Bressi will own and control the operations of ActivCare at Bressi Ranch. Construction of ActivCare at Bressi Ranch
has been completed as of October 14, 2011. We received our final building inspection as of October 14, 2011 and
received our certificate of occupancy on November 7, 2011. We constructed ActivCare at Bressi Ranch using the
proceeds of a construction loan in the original principal amount of $8,000,000.00 (which has an outstanding balance
of $$7,402,950.31 as of November 1, 2011, which will increase to $$7,953,887.41 as of the date of funding of our
most recent draw request, made on November 11, 2011), or our senior loan, made to Bressi Development by Mutual
of Omaha Bank, or our senior lender. This draw on our remaining credit on our senior loan will complete payment
to Bycor General Contractors, our general contractor. See “DESCRIPTION OF OUR BUSINESS” and
“DESCRIPTION OF OUR PROPERTIES.”

Our manager is Income Property Group, a California corporation formed in 1982. Income Property Group
is responsible for the day-to-day management of our business and affairs. Our members, including Class A
Members, have the right to vote on only certain major decisions. See “MANAGEMENT - Income Property
Group” and “DESCRIPTION OF OUR OPERATING AGREEMENT.” Approval of the Class A Members
holding a majority of the Offered Units, and approval of the members holding a majority of our aggregate
membership interests, will be required before we may take any of the following actions:

(i) Making any amendment to our company’s operating agreement or articles of organization;
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(ii) Issuing any equity securities, or any security convertible into equity securities of our company, other than
in connection with the offering or the reorganization transactions described herein;

(iii) Causing any of our subsidiaries, including RAC Bressi and Bressi Development, to issue equity securities
other than in connection with the reorganization transactions described herein;

(iv) Merging or consolidating our company, RAC Bressi, Bressi Development or any other subsidiary we form
with another entity;

(v) Any sale of all or substantially all of our company’s assets, the sale of any subsidiary of our company
(including RAC Bressi or Bressi Development), or the sale of all or substantially all of the assets of one or
more of our subsidiaries;

(vi) Dissolving, liquidating or terminating our company.

RAC Bressi has entered into a management agreement with Health Care Group, a California corporation
and an affiliate of our company and Income Property Group, to manage the day-to-day operations of our ActivCare
at Bressi Ranch facility. Under the terms of our management agreement, Health Care Group shall be solely
responsible for managing the operations of our ActivCare at Bressi Ranch facility. As the manager of our ActivCare
at Bressi Ranch facility, Health Care Group will manage the facility on our behalf. As the owner of ActivCare at
Bressi Ranch, we are responsible for the costs and expenses of operating the facility, but one of Health Care Group’s
duties as manager is to pay the operating costs and expenses on our behalf from the income generated by the facility;
however, we will be responsible for any shortfalls if the income generated from operations is insufficient to pay the
facility’s operating costs and expenses. See “DESCRIPTION OF OUR MANAGEMENT AGREEMENT.”
Health Care Group will be paid a management fee for its services, which will be equal to the greater of (a) $18,000
per month, or (b) 5% of monthly gross revenues from operations. See “DESCRIPTION OF OUR
MANAGEMENT AGREEMENT.” Health Care Group is a California corporation and was formed in 1981 and
through September 1, 2011, it managed nine (9) senior housing and care facilities offering approximately 1,946
accommodations. Seven of the facilities managed by Health Care Group were sold by affiliates of Health Care
Group and were managed under a management agreement between Health Care Group and the third party purchaser.
Health Care Group elected not to renew those management agreements and accordingly it ceased management
activities at those sites in September 2011. In addition, in September 2011 Health Care Group elected to hire a third
party manager for its facility in Alabama and is no longer actively managing such facility. Health Care Group
continues to manage one senior housing and care facility other than our facility, which facility includes ActivCare®
programs and has accommodations for approximately 126 residents. Of the nine facilities, seven offered
ActivCare®, Health Care Group’s trademarked 24-hour care program for Alzheimer’s residents; however, because
ActivCare® is a trademarked program of Health Care Group, the facilities for which Health Care Group elected not
to renew its management agreements will no longer be permitted to run the ActivCare® program. See
“MANAGEMENT — Health Care Group” and “DESCRIPTION OF OUR BUSINESS” and “DESCRIPTION
OF OUR PROPERTY - ActivCare at Bressi Ranch.” . ‘

Our Company

Our company is a California limited liability company formed on June 8, 2011 pursuant to Articles of
Organization filed with the California Secretary of State. Our Articles of Organization are enclosed on CD-ROM
with this offering circular as Appendix Bl. Purchasers of our Offered Units will become Class A Members in us.
Investors’ executed signature pages to their subscription agreements will also constitute their signatures to our
Amended and Restated Operating Agreement attached to this offering circular as Appendix B2. Our operating
agreement governs the various rights and obligations of our members, including the Class A Members.

Purchasers of Offered Units will become Class A Members in us. Our remaining members are called Class
B Members. As of the date of this offering circular, all of our Class B Members are persons who formerly had
ownership interests in Bressi Development and RAC Bressi, our subsidiaries. Concurrently with the closing of this
offering, we will acquire our Class B Members’ membership interests in Bressi Development and their limited
partnership interests in RAC Bressi pursuant to the issuance of Class B membership interests in us to the Class B
Members. Our Class B Members have irrevocably committed to exchanging their membership interests in Bressi
Development and limited partnership interests in RAC Bressi for Class B membership interests in us, contingent
upon only our achievement of the total offering and the closing of this offering. We will refer to these equity
exchange transactions in this offering circular as our “reorganization transactions.” See “REORGANIZATION

TRANSACTIONS.”
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transactions:

The following structure chart summarizes our company’s structure as it will appear following our reorganization
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(1) Following the closing of this offering and our reorganization transactions, Income Property Group will be
our manager, the manager of Bressi Development, and the general partner of RAC Bressi. In such
positions, Income Property Group will have sole control of the business and affairs of our company and our
subsidiaries, subject only to the major decision rights of our members.

(2) Our Class A Members will be all of the purchasers of our Offered Units.
(3) Our Class B Members will be the persons receiving Class B membership interests in us pursuant to our
reorganization transactions.

(4) We will own all of the outstanding membership interests in Bressi Development. Bressi Development
of our senior loan.

owns all of the land and improvements forming our ActivCare.at Bressi Ranch facility and is the borrower
(5) We will own all of the outstanding limited partnership interests in RAC Bressi, and Income Property Group
will own a .01% general partnership interest in RAC Bressi. RAC Bressi will own the operations of our
ActivCare at Bressi Ranch facility, which it will lease from Bressi Development.
the operations of ActivCare at Bressi Ranch on behalf of RAC Bressi.

(6) Health Care Group, our affiliate, has entered into our management agreement with RAC Bressi to manage
Securities Offered

entitled to a preference in the distribution of both our operating cash flow and distributable net proceeds from capital
{00063165.1 }
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which they have reached our annual preferred return threshold. Class A Members will have the right to consent, via
the vote of Class A Members holding a majority of our Offered Units in the aggregate, to certain major decisions,
and will also have the right to remove Income Property Group as our manager for “cause” pursuant to a
supermajority consent (75% of our Offered Units in the aggregate). Every purchaser of Offered Units will be
required to become a member of our company and party to our company’s operating agreement. See
“DESCRIPTION OF SECURITIES OFFERED — Description of Our Operating Agreement.” Our operating
agreement is attached as Appendix B2 to this offering circular.

Purchasers of Offered Units are entitled to certain preferences in the distribution of our operating cash flow
and our net proceeds from capital transactions. These preferences are not a guarantee of any return on an
investment in us or the return of your invested capital, each of which depends on both our achievement of
positive cash flow and our manager’s discretion in declaring distributions. Subject to the foregoing, purchasers
will be entitled to an annual, non-compounding, non-cumulative preferred return from operating cash flow of eight
percent (8%) per annum on their unreturned capital contributions to us. If our manager elects to make distributions
of our operating cash flow, such operating cash flow will initially be distributed such that our Class A Members
receive the greater of (a) their accrued preferred return for the applicable year or (b) 50% of the total operating cash
flow. Our other members, the Class B Members will receive and split the remaining operating cash flow as further
described herein. Once our Class A Members have received an aggregate internal rate of return (calculated in
accordance with the formula set forth in our operating agreement) of 10% on their aggregate capital contributions to
us (whether from operating cash flow or proceeds of a capital transaction), all subsequent distributed operating cash
flow shall be split 25% to the Class A Members and 75% to the Class B Members. If we engage in a capital
transaction (such as a sale of our assets or a refinancing), the net proceeds of such a transaction will first be
distributed to the Class A Members to return their capital contributions, then to the Class A Members until the Class
A Members have received aggregate distributions (including prior distributions from operating cash flow and from
prior capital transactions) resulting in a 10% internal rate of return on their aggregate capital contributions, and,
finally, the remainder will be split 25% to the Class A Members and 75% to the Class B Members. See
“DESCRIPTION OF OFFERED SECURITIES.”

Purchasers of Offered Units will become Class A Members in us. Our remaining members are called Class
B Members. The aggregate numbers of authorized Class B Units is 5,000. As of the date of this offering circular,
all of our Class B Members are anticipated to be persons who formerly had ownership interests in Bressi
Development and RAC Bressi. Concurrently with the closing of this offering, we will acquire our Class B
Members’ membership interests in Bressi Development and their limited partnership interests in RAC Bressi
pursuant to the issuance of the various Class B membership interests in us to the Class B Members. Our Class B
Members have irrevocably committed to exchanging their membership interests in Bressi Development and limited
partnership interests in RAC Bressi for Class B membership interests in us, contingent upon only our achievement
of the total offering and the closing of this offering. We will refer to these equity exchange transactions in this
offering circular as our “reorganization transactions.” See “REORGANIZATION TRANSACTIONS.” Our Class -
B Members will have the right to vote on the following matters:

(i) Making any amendment to our company’s operating agreement or articles of organization;

(i) Issuing any equity securities, or any security convertible into equity securities of our company, other than
in connection with the offering or the reorganization transactions described herein; )

(iii) Causing any of our subsidiaries, including RAC Bressi and Bressi Development, to issue equity securities
other than in connection with the reorganization transactions described herein;

(iv) Merging or consolidating our company, RAC Bressi, Bressi Development or any other subsidiary we form
with another entity; .

(v) Any sale of all or substantially all of our company’s assets, the sale of any subsidiary of our company
(including RAC Bressi or Bressi Development), or the sale of all or substantially all of the assets of one or
more of our subsidiaries; and

(vi) Dissolving, liquidating or terminating our company.

Class B Members holding more than a 10% aggregate percentage interest shall also have the right to call
‘meetings of the members. Our Class B Members also have the right to inspect our books and records for purposes
reasonably related to their ownership interests, including tax or information returns, to participate in the election of
our manager as part of a majority of the percentage interests required for such election, to participate in the removal
of our manager for good cause as part of the percentage interests in excess of 75% of all percentage interests
required for such election, to indemnification for losses, claims, costs, expenses or damages arising out of a Class B
Member acting in good faith on behalf of the Company, subject to exclusions for fraud, gross negligence and willful
misconduct, to certain allocations of profits and losses pursuant to the terms of our operating agreement, to certain
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distributions of cash flow subject to the distribution rights of Class A Members, the right to assign their membership
interests subject to the consent of the manager, which consent shall not be unreasonably withheld, to participate in
any vote regarding our dissolution as part of a majority of the percentage interests required for such dissolution, and
to participate in any amendment of our operating agreement as part of a majority of the percentage interests required
for such amendment. :

Taxation

Under applicable Treasury Regulations promulgated under the Internal Revenue Code of 1986, of the
Code, an unincorporated association, such as a limited liability company, may elect to be taxed as a partnership or as
a corporation. We intend to be taxed as a partnership. If we are treated as a partnership for federal income tax
purposes, each member of our company, including the Class A Members, will be required to include in income his
or her distributive share of our income, loss, deductions or credits without regard to whether he or she has received
or will receive a distribution from us. If for any reason we are treated as a corporation, rather than a partnership, for
federal income tax purposes, then we would be required to pay federal income tax at the corporate tax rates on our
_taxable income, thereby reducing the amount of cash available for distribution to you. Consequently, items of
income, gain, loss, deductions or credits of us would not pass through to each of our members. In addition, each
member would be treated as a stockholder for federal income tax purposes and any distribution by us to the
members would be taxable to them as dividends, to the extent of current and accumulated earnings and profits, or
treated as gain from the sale of their membership interests, to the extent such distributions exceed both current and
accumulated earnings and profits of our company and each member's respective basis in their membership interests.

We would be taxed as a corporation if the Internal Revenue Service, or IRS, were to determine that we
were a publicly traded partnership in any taxable year. A publicly traded partnership is one in which the interests in
the partnership are traded on an established securities market or are readily tradable on a secondary market or the
substantial equivalent thereof. An established securities market includes a securities exchange, as well as a regular
over-the-counter market. We do not anticipate our membership interests being listed or traded on an established
securities market. Additionally, pursuant to our operating agreement, our manager must consent to any transfer of
our membership interests, and our manager intends to exercise this discretion to ensure that we remain within one of
the “safe harbors” promulgated by the IRS and related to our membership interests being readily tradable on a
secondary market of substantial equivalent thereof. See “MATERIAL FEDERAL INCOME TAX
CONSEQUENCES - Classification as a Partnership.” .

Plan of Distribution

We are offering 5,000 Offered Units in this offering for $1,000.00. per Offered Unit. The minimum
purchase in this offering is 20 Offered Units, for a minimum purchase price of $20,000; however, we can waive the
minimum purchase requirement at our sole discretion. Accepted subscriptions for the full offering amount must '
be received, accepted by us and deposited with Comerica Bank, our escrow agent, before the proceeds of this
offering will be released to us. If we have not received and accepted subscriptions for the full offering amount
by June 30, 2012 then this offering will terminate and the escrow agent will promptly refund all purchase
prices paid for Offered Units together with any interest accrued thereon.

The offers and sales of our Offered Units will be made on a “best efforts” basis by broker-dealers who are
members of FINRA. Courtlandt Securities Corporation, our dealer-manager, will receive selling commissions equal
to 5.83% of the gross proceeds of the offering which it will re-allow and pay to participating broker-dealers, and a
non-accountable due diligence, marketing and expense reimbursement fee of 3.00% of the gross proceeds of the
offering each of which it may re-allow and pay to participating broker-dealers who are members of the selling
group. For acting as managing broker-dealer, our dealer-manager will receive a non-accountable dealer-manager
fee of 1.17% of the gross proceeds of the offering and, each of which it may re-allow and pay any portion of thereof
to the selling group members. Our dealer-manager will not be required to account for the spending of amounts
comprising the dealer-manager fee and the non-accountable due diligence fee. Our dealer-manager may also sell
Offered Units as part of the selling group, thereby becoming entitled to selling commissions. The total aggregate
amount of commissions and expense reimbursements will not exceed 10.0% of the gross proceeds. See
“ESTIMATED USE OF PROCEEDS.”

Interest of Management and Related Parties

Our manager, Income Property Group, will not receive any remuneration for acting as our manager or as the
manager of Bressi Development, and will receive only its .01% general partnership interest in RAC Bressi for acting
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as its general partner. Income Property Group’s four beneficial shareholders, each owning 25% of our manager’s
outstanding shares, and the four members of its board of directors, are W. Major Chance, B. Renee Barnard, D.
Kevin Moriarty and Todd A. Shetter. They are also all of the executive officers of Income Property Group. None of
Messrs. Chance, Moriarty and Shetter, and Ms. Barnard, will receive any salary or benefits from us; however, each
of them received Class C membership interests in Bressi Development and Class C limited partnership interests in
RAC Bressi, in return for the services to be performed by them for such entities. As a part of our reorganization
transactions, each of Messrs. Chance, Moriarty and Shetter, and Ms. Barnard, will exchange those interests for
312.50 Class B Incentive Units in us, each. These Class B Incentive Units have all of the rights and privileges of
Class B Units; however, they are subject to vesting requirements as set forth in our operating agreement. See
“MANAGEMENT.” Our manager’s officers and directors will also receive beneficial ownership of additional
Class B membership interests in us, pursuant to our reorganization transactions, as set forth in the table contained in
“CAPITALIZATION AND SECURITY OWNERSHIP OF MANAGEMENT AND CERTAIN SECURITY
HOLDERS - Beneficial Ownership” below. These additional Class B membership interests in us will be issued in
exchange for Class A and Class B membership or limited partnership interests in Bressi Development or RAC
Bressi, respectively, and will not be subject to the vesting requirements applicable to the Class B Incentive Units.
Collectively, our manager’s officers and directors will beneficially own approximately 63.68% of our Class B
membership interests upon the closing of this offering and our reorganization transactions.

Our prospective subsidiary, RAC Bressi, has entered into a management agreement with Health Care Group,
an affiliate of us and our manager, pursuant to which Health Care Group will manage the operations of ActivCare at
Bressi Ranch. Health Care Group will be paid a management fee for its services, which will be equal to the greater
of (a) $18,000 per month, or (b) 5% of monthly gross revenues from operations. Messrs. Chance, Moriarty and
Shetter, and Ms. Barnard, are the executive officers and directors of Health Care Group. Mr. Chance is the record
and beneficial owner of 20% of the outstanding shares of Health Care Group and Mr. Moriarty is the record owner
of 20% of the outstanding shares of Health Care Group, as the trustee of his parents’ trust. The other shareholders of
Health Care Group are not affiliates of our company.

Other than Messrs. Chance, Moriarty, and Shetter, and Ms. Barnard, our Class B Members will not be
affiliates of us. Subject to our profitability and our manager’s discretion in making distributions, our Class B
Members will be entitled to the distributions of our operating cash flow or net proceeds from capital transactions as
described in “DESCRIPTION OF OFFERED SECURITIES — Distributions” below.

As a requirement to obtaining our senior loan, in addition to Health Care Group, R.A.C. Bressi, the following
senior loan guarantors were required to personally guaranty our senior loan by our senior lender: William M.
Chance, an individual, William M. Chance, as Trustee under Trust Agreement dtd February 16, 1988, D. Kevin
Moriarty, an individual, D. Kevin Moriarty, as Trustee under Trust Agreement dtd January 2, 1990, B. Renee
Barnard, an individual, B. Renee Barnard, as Trustee of the Barnard Living Trust dtd April 13, 2000, Todd A.
Shetter, an individual, Todd A. Shetter, as Trustee under Trust Agreement dtd October 1, 1999, Frank A.
Virgadamo, an individual, Frank A. Virgadamo, as Trustee of the Virgadamo Family Trust dtd May 6, 1996, Karen
L. McElliott, an individual, Jennifer M. Blake, as Trustee of Trust B under the Ronald J. McElliott and Karen L.
McElliott 1984 Family Trust, dtd August 4, 1984 We intend to use approximately $1,203,000 of the net proceeds to
increase the net worth of Bressi Development LLC. The desired effect of expanding the net worth of Bressi
Development LLC is to reduce the exposure that Health Care Group, and our senior loan guarantors have as
personal guarantors under the senior loan from Mutual of Omaha Bank. All of the above listed individuals and
entities are related parties to us, and any use of the proceeds of this offering to reduce their exposure to their
personal guarantees of our senior loan would benefit them.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

This Offering Circular contains certain forward-looking statements that are subject to various risks and
uncertaintiés. Forward-looking statements are generally identifiable by use of forward-looking terminology such as
“may,” “will,” “should,” “potential,” “intend,” ‘“expect,” “outlook,” “seek,” “anticipate,” ‘“estimate,”
“approximately,” “believe,” “could,” “project,” “predict,” or other similar words or expressions. Forward-looking
statements are based on certain assumptions, discuss future expectations, describe future plans and strategies,
contain financial and operating projections or state other forward-looking information. Our ability to predict results
or the actual effect of future events, actions, plans or strategies is inherently uncertain. Although we believe that the
expectations reflected in our forward-looking statements are based on reasonable assumptions, our actual results and
performance could differ materially from those set forth or anticipated in our forward-looking statements. Factors
that could have a material adverse effect on our forward-looking statements and upon our business, results of
operations, financial condition, funds derived from operations, cash available for distribution, cash flows, liquidity
and prospects include, but are not limited to the factors referenced in this Offering Circular, including those set forth
under the section captioned “RISK FACTORS.”

When considering forward-looking statements, you should keep in mind the risk factors and other cautionary
statements in this Offering Circular. Readers are cautioned not to place undue reliance on any of these forward-
looking statements, which reflect our views as of the date of this Offering Circular. The matters summarized under
“RISK FACTORS.” and elsewhere in this Offering Circular could cause our actual results and performance to
differ materially from those set forth or anticipated in forward-looking statements. Accordingly, we cannot
guarantee future results or performance. Furthermore, except as required by law, we are under no duty to, and we do
not intend to, update any of our forward-looking statements after the date of this Offering Circular, whether as a
result of new information, future events or otherwise.
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RISK FACTORS

An investment in our Offered Units is highly speculative and is suitable only for persons who are able to
evaluate the risks of the investment. An investment in our Offered Units should be made only by persons able to
bear the risk of and to withstand the total loss of their investment. In addition to the factors set forth elsewhere in
this Offering Circular and general investment risks, prospective purchasers should consider the following risks
before making a decision to purchase our Offered Units.

General Risks of an Investment in Us

We have a limited operating history. Therefore, you may not be able to adequately evaluate our ability to
achieve our investment objectives.

We were formed on June 8, 2011 and have no prior operating history. Bressi Development and RAC
Bressi, which we will acquire concurrently with the closing of this offering, were formed in May 2010, and have
only a limited operating history. ActivCare at Bressi Ranch is under construction and has not yet begun operations.
For the foregoing reasons, we have no financial history upon which you may base an investment in us. As a result,
an investment in our Offered Units may entail more risks than the securities of a company with a substantial
operating history. You should consider our prospects in light of the risks, uncertainties and difficulties frequently
encountered by companies like ours that do not have a substantial operating history, of which many may be beyond
our control.

To be successful in this market, we, Income Property Group, our manager, and Health Care Group, who will
manage our ActivCare at Bressi Ranch facility following its completion must, among other things:

e  Stabilize the occupancy of ActivCare at Bressi Ranch following its completion;

e attract, integrate, motivate and retain qualified personnel to manage our day-to-day operations,
whether corporately, through Income Property Group, or through Health Care Group at our
ActivCare at Bressi Ranch facility; and

e respond to competition both with respect to our ActivCare at Bressi Ranch facility and potential
investors’ investment in us.
We cannot guarantee that we will succeed in achieving these goals, and our failure to do so could cause you to
lose all or a portion of your investment in our Offered Units

We are dependent on our management to achieve our objective, and our manager’s, or Health Care .
Group’s, loss of, or inability to obtain, key personnel could delay or hinder implementation of our investment
strategies, which could adversely affect the value of your investment and our ability to make distributions.

Our success depends on the diligence, experience and skill of our manager and Health Care Group for the
construction, financing and operation of our ActivCare at Bressi Ranch facility. In particular, we are dependent on
the executive officers of our manager and Health Care Group, including without limitation W. Major Chance, the
Chief Executive Officer and President of our manager and the Chief Executive Officer of Health Care Group, B.
Renee Barnard, an Executive Vice President of our manager and President and Chief Financial Officer of Health
Care Group, D. Kevin Moriarty, Executive Vice President — Construction, Secretary and Treasurer of our manager
and Vice President-Development of Health Care Group, and Todd A. Shetter, Executive Vice President — Marketing
of our manager and Chief Operating Officer of Health Care Group to perform their respective duties. Neither we,
nor either of our manager or Health Care Group, have entered into an employment or other agreement with any of
Mr. Chance, Ms. Barnard, Mr. Moriarty, Mr. Shetter, or other key personnel. The loss of Mr. Chance, Ms. Barnard,
Mr. Moriarty, Mr. Shetter or any other key person could harm our business, financial condition, cash flow and
results of operations. Furthermore, the loss of Mr. Chance or Mr. Moriarty will be an event of default under our
senior loan following the execution of the anticipated loan modification agreement in respect of our senior lender’s
consent to our reorganization transactions. Any such event would likely result in a material adverse effect on your
investment.

You will have only limited “major decision” rights regarding our management and it will be difficult to
remove our manager, therefore, you will not have the ability to actively influence the day-to-day management of
our business and affairs.
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Our manager, Income Property Group, has sole power and authority over the management of our company,
subject only to certain rights of our Class A Members and our membership as a whole to consent on certain major
decisions. Furthermore, our manager may only be removed for “cause” by a vote of Class A Members holding 75%
or more of the Offered Units or members holding 75% or more of our aggregate membership interests. Therefore,
you will not have an active role in our company’s management and it would likely be difficult to cause a change in
our management. As a result, you will not have the ability to alter our management’s path if you feel they have
erred.

The removal or resignation of Income Property Group as our manager will result in an event of default
under our senior loan, which could result in a foreclosure of our senior lender’s security interest in our facility.

As a condition to granting its consent to our reorganization transactions, our senior lender is requiring us
and our prospective subsidiaries to enter into a loan modification agreement, that, among other conditions, will
include an event of default if Income Property Group resigns or is removed as our manager. This event of default
will likely make it more difficult for us to change management while our senior loan is outstanding.

An investment in our Offered Units represents an investment solely in our ActivCare at Bressi Ranch
Sacility, and, therefore, is not a diversified investment.

An investment in our Offered Units represents an investment in us, and through our prospective
subsidiaries we will own only one asset, ActivCare at Bressi Ranch. Therefore, an investment in our Offered Units
is not a diversified investment. Should ActivCare at Bressi Ranch perform poorly, this will adversely affect our
revenue which, in turn, will adversely affect our ability to make distributions to you and may cause the loss of your
investment in us.

There are limitations vegarding pro forma financial statements, projections, and valuations, which are
based on assumptions and subject to uncertainty, and there can be no guarantee that the projected results will be
achieved, or that ActivCare at Bressi Ranch will be sold or refinanced at the values set forth in the appraisal.

The pro forma financial statements found in Part F/S and other projections included in this Offering
Circular have been prepared by our management and have not been reviewed by our independent accountants.
Furthermore, the projections of stabilized occupancy and valuations of ActivCare at Bressi Ranch contained in the
market study and appraisal enclosed as appendices with this offering circular, respectively, have not been reviewed
by our independent accountants and are based in part on information provided by our management. Because the pro
forma financial statements and the other projections contained in this offering circular and the projections contained
in the market study and appraisal are based on a number of assumptions and are subject to significant uncertainties
and contingencies, many of which are beyond our control, there are no assurances that the projections set forth on .
the pro forma financial statements and other projections contained within this Offering Circular or in the market
study and appraisal will be realized and, as such, actual results may vary significantly from the projections. In
addition, the valuations of ActivCare at Bressi Ranch contained in the appraisal are subject to numerous
qualifications and assumptions by the appraiser, and, therefore, the actual value of ActivCare at Bressi Ranch may
differ greatly from its appraised value set forth in the appraisal. Our pro forma financial statements and other
projections and valuations contained within this Offering Circular, the market study and appraisal should not be
regarded as a guarantee or representation that the projections described thereon will be achieved, or that ActivCare
at Bressi Ranch will be sold or refinanced at the values set forth in the appraisal, nor should such projections and
valuations be relied upon in purchasing the Offered Units.

Because we anticipate it will take between eighteen to twenty-four months after the completion of
construction to stabilize ActivCare at Bressi Ranch and to begin to generate cash flow, investors will likely not
receive distributions for approximately the first two years after the closing of this offering.

It is unlikely that we will generate sufficient cash flow from operations to make distributions during the
first two years following the closing of this offering. Therefore, you must view this as a long-term investment that
will likely not generate immediate returns.

An investment in our Offered Units is a speculative investment, and, therefore, no assurance can be
given that you will realize your investment objectives.

No assurance can be given that investors will realize a return on their investments in us or that they will
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not lose their entire investment in our Offered Units. For this reason, each prospective subscriber for our Offered
Units should carefully read this Offering Circular and all Appendices to this Offering Circular. ALL SUCH
PERSONS OR ENTITIES SHOULD CONSULT WITH THEIR ATTORNEY OR FINANCIAL ADVISOR
PRIOR TO MAKING AN INVESTMENT.

Risks Related to Our Financing

We are subject to additional costs from rising interest rates on our senior loan, which could reduce the
amount of cash available for distributions to you.

The term of our senior loan is divided into two distinct periods: the construction period and the post-
construction period. The interest rate for our senior loan during the construction period is the greater of (a) 5.25%
and (b) the prime rate plus 2.25%, and the interest rate for the senior loan during the post-construction period is
equal to the greater of (a) 5.75% and (b) the three-year Treasury Bond rate plus 4%. Accordingly, as of the date of
this offering circular the interest rate on our senior loan was 5.50% because the prime rate as of the date of this
offering circular is 3.25%. The interest rate on our senior loan for the post-construction period would be 5.75% if
the three-year Treasury Bond rate as of the date of this offering circular (0.50%) is the rate of the three-year
Treasury Bond on the earlier of August 1, 2012 or the date on which we achieve a debt service coverage ratio of
1.25 to 1 or more, which is the date by which the post-construction period of our senior loan must commence. The
interest rate on our senior loan could increase if interest rates increase overall and could require that we pay more
during the construction period or the post-construction period, or both. Such an increase could affect our cash flow
and our ability to make distributions to you. There is no limit to the potential increase of the interest rate for our
senior loan and our payments under our senior loan could increase dramatically during either the construction period
or the post-construction period. As of November 1, 2011, the outstanding balance on our senior loan was equal to
$7,402,950.31, and we requested another draw on our senior loan as of November 11, 2011 which will result in our
outstanding balance becoming $7,953,887.41 as of the funding date. We will be required to make another interest
payment on or before December 1, 2011. As we continue to draw from the funds made available under our senior
loan, our interest costs will increase because the amount of principal that will be accruing interest will increase. We
expect that if interest rates remain the same and the interest rate of our senior loan during our post-construction
period is 5.75% then we will make a monthly payment of $50,328.51 of principal and interest (assuming that the full
principal balance, $8,000,000.00, of our senior loan is outstanding at the commencement of the post-construction
period). During our post-construction period our senior loan will amortize over a 25-year amortization schedule,
and the amount of the monthly payments that are attributable to interest will range from $38,333.33 to $36,216.41
and the amount of monthly payments that are attributable to principal will range from $11,995.18 to $14,044.80. If
interest rates increase we will make larger monthly payments in the aggregate, more interest overall and less
principal during the post-construction period of our senior loan, which will result in our having to make a larger
payment of principal at the maturity date of our senior loan and having less funds available for distributions during
the post-construction period. ’

We will be forced to seek a sale or refinance of ActivCare at Bressi Ranch within six years after the
commencement of the post-construction period of our senior loan, and if we are unable to sell or refinance our
facility at such time, our senior lender could foreclose on ActivCare at Bressi Ranch.

The construction period extends from the making of our senior loan until the earlier of (a) August 1, 2012
or (b) the date upon which we first obtain a debt service coverage ratio of 1.25 to 1, or our senior loan conversion
date. The post-construction period commences on the senior loan conversion date and continues until the maturity
date, which is August 1, 2015. During the construction period, we will pay only the interest accrued on our senior
loan, which sums will be paid from a reserve funded by proceeds from the senior loan. Only after the
commencement of the post-construction period will we be required to make payments from cash receipts from
operations and payments of principal and interest. However, the length of the post-construction period (three years,
with a three-year extension right) is less than the amortization period for the principal payments (25 years);
accordingly, there will be a substantial principal payment due on the maturity date of the senior loan. If interest
rates remain constant during our post-construction period and the entire amount of our senior loan is outstanding as
of the commencement of the post-construction period of our senior loan, then we expect that we will be required to
make a principal payment of approximately $7,544,096.22 on the maturity date of our senior loan. Accordingly, we
will be required to refinance or sell ActivCare at Bressi Ranch at or prior to the maturity date of the senior loan in
order to make that payment. If we elect to prepay the senior loan prior to the maturity date, we will be subject to a
prepayment fee equal to one percent of the prepayment amount. If we cannot refinance or sell ActivCare at Bressi
Ranch prior to the maturity date of the senior loan, we will be in default and the senior lender would be entitled to
foreclose on the property, or exercise the other remedies available to it under the terms of the senior loan, any of
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which would result in the company suffering a loss and may result in a total loss on your investment.

Ongoing disruptions of global financial markets may adversely affect our ability to refinance our senior
loan.

The global financial markets have been undergoing pervasive and fundamental disruptions. The
continuation or intensification of any such volatility may have an adverse impact on the availability of credit to
businesses generally and could lead to a further weakening of the U.S. and global economies. The disruptions have
caused the restriction of credit, including for real estate loan, which could adversely affect our ability to refinance
our senior loan on or before it becomes due. If we are unable to refinance our senior loan on or before its maturity
date, we may be forced to sell ActivCare at Bressi Ranch, and if we are unable to do so, our senior lender may
foreclose on the property, or exercise its other remedies upon a default under our senior loan, any of which would
have a material adverse effect on your investment in us and may cause the loss of your entire investment.

If we fail to comply with the covenants and restrictions in the senior loan, we may default under our
obligations, which could result in our senior lender foreclosing on ActivCare at Bressi Ranch.

Under the terms of the senior loan, we have covenanted to perform certain actions; specifically, we must
construct ActivCare at Bressi Ranch in compliance with the plans and specifications approved by the senior lender,
we must maintain a debt service coverage ratio of 1.25 to 1 from and after the first anniversary of the
commencement of our senior loan’s post-construction period, and we may not incur two consecutive quarterly losses
during the same period. Under the terms of our management agreement, we will rely on Health Care Group to
operate and manage ActivCare at Bressi Ranch on our behalf. If we fail to comply with these or any of the other
requirements of the senior loan, the senior lender may be entitled to withhold construction funding, (or if Health
Care Group fails to operate ActivCare at Bressi Ranch in a manner that produces sufficient income) foreclose on the
property, or exercise the other remedies available to it under the terms of the senior loan, any of which would result
in the company suffering a loss and may result in a total loss on your investment.

The senior loan precludes the making of distributions to members without the consent of the senior
lender if we fail to maintain a debt service coverage ratio 1.25 to 1, therefore you may not receive distributions
until such time as we achieve and maintain the target debt service coverage ratio.

Under the terms of the senior loan documents, we may not make any distributions to members, except for
distributions necessary to pay the applicable income taxes, without the prior consent of the senior lender if
ActivCare at Bressi Ranch does not generate earnings before interest, taxes, depreciation and amortization, or
EBITDA, equal to 125% of the monthly debt service payments under our senior loan. In such an event, we may not
be able to make distributions to members as projected if the senior lender withholds their consent to the making of
such distributions without risking a default under the terms of the senior loan. '

A default under our senior loan may occur even if we make our payments timely and comply with all the
requirements that relate to ActivCare at Bressi Ranch.

In connection with the senior loan, Health Care Group, RAC Bressi, our Class B Members and William M.
Chance, Daniel K. Moriarty, B. Rence Barnard, Todd A. Shetter, Frank A. Virgadamo and Karen L. McElliott, or
our senior loan guarantors, agreed to guaranty our obligations under the senior loan. See “Description of Our
Property — Description of Qur Senior Loan.” Further, the senior loan documents provide that if any of the
foregoing default on separate obligations owed to the senior lender, then the senior lender will be entitled to declare
a default under the terms of the senior loan, which would permit them to foreclose on the property and may result in
a total loss of ActivCare at Bressi Ranch. As of the date of this Offering Circular none of our senior loan guarantors
have outstanding obligations to our senior lender, other than RAC Bressi, which will become our subsidiary upon
the closing of our reorganization transactions and will be controlled by our manager. However, we do not have and
will not have control of the activities of our senior loan guarantors (other than RAC Bressi) and, in fact, several of
our senior loan guarantors will be our directors and officers. Accordingly, if any of our senior loan guarantors
obtain a loan from our senior lender and are unable to comply with its terms for any reason, including a change in
their financial status or unexpected financial difficulties, then our senior lender will be able to declare our senior
loan in default. We also may not receive advance notice of any defaults under obligations from such parties to our
senior lender or be able to cure defaults on their behalf to avoid foreclosure. If any of the foregoing occurs, we will
risk a total loss of ActivCare at Bressi Ranch due to the senior lender’s foreclosure of the property.
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- Risks Related to Our Business

We will rely on Health Care Group to manage and operate ActivCare at Bressi Ranch, and if Health
Care Group does not operate our facility profitably, then we will not have cash flow available to distribute to you

Our prospective subsidiary, RAC Bressi, has entered into a management agreement with Health Care
Group to maintain and operate ActivCare at Bressi Ranch. The initial term of the management agreement is 10
years, and we will have limited recourse to terminate it during that initial term. See “DESCRIPTION OF OUR
BUSINESS — Description of the Management Agreement”. Unless Health Care Group acts in such a manner or
fails to act in required manner so as to permit us to terminate the management agreement, we will be relying on
them to operate ActivCare at Bressi Ranch profitably. If they fail to do so, then we may default under our financial
performance obligations under the senior loan, and we may not be able to remove a pooi-performing manager and
hire a manager that might operate our facility in a more profitable manner. Health Care Group receives a
management fee under the terms of the management agreement whether or not they produce a profit on our behalf,
which could further adversely affect our performance.

The ActivCare® brand and program ave the trademarked property of Health Care Group, therefore, if
the our management agreement were terminated, we would no longer have the right to use such intellectual
property in the operation of our facility.

If our management agreement with Health Care Group were to terminate, our license to use the
ActivCare® name and brand would also terminate and we would likely no longer be able to call our facility
ActivCare at Bressi Ranch. We would likely be forced to find a new third party operator to operate our facility.
Finding such a new operator could be a lengthy process and could result in regulatory problems, resident attrition
and other adverse affects for our business. If the management agreement is terminated, we will be required to utilize
different techniques in the management and operation of our facility as well as different marketing materials, and we
will not be able to use the ActivCare® name when we market the our facility to prospective residents. The loss of
this license and our ability to use these materials would likely adversely impact our ability to operate and manage
our facility in a profitable manner and pay distributions to you. Further, we may be reluctant to terminate the
management agreement if Health Care Group underperforms as manager due to these possible side effects. . In
such a case, our ability to pay distributions to you would be materially adversely affected and you could lose your
entire investment in us.

We may be required to provide additional funds to pay for operating expenses of ActivCare at Bressi
Ranch.

Under the terms of the management agreement, Health Care Group is to pay all operating expenses of our
ActivCare at Bressi Ranch facility from the income that the facility generates. However, if the operating expenses -
exceed the amount of income generated by ActivCare at Bressi Ranch, then we, as the owner of the facility, will be
obligated to make up the shortfall in funds, which may affect our overall performance and our ability to pay
distributions to you.

We may not obtain or maintain the applicable licenses and permits and otherwise may fail to comply
with applicable law, and in such case we may be subject to fines or be unable to operate, which would materially
and adversely affect us and your investment.

As a provider of health care services, we will be required to be compliant with the federal and state laws
and regulations governing health care providers as a residential care facility for the elderly. . If we fail to obtain or
_ maintain the appropriate licenses and permits, we will be unable to operate, which would materially and adversely
affect us. Further, if we fail to otherwise comply with applicable law we may be subject to fines and other
punishment, which would also materially and adversely affect us. '

The current laws concerning health care may increase our costs of compliance or affect our ability to
charge our intended rates.

Changes in regulation of healthcare, and in particular regulation of health insurance providers, or a
transition to a government insured health system, could adversely impact the ability of healthcare institutions and
professionals to continue to realize current revenue levels as a result of, amongst other causes, government
restrictions on amounts charged, increased operating costs as a result of compliance or delays in reimbursement to
our residents. While we do not rely directly on government programs for income, any changes in government health
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care programs may affect our ability to charge the fees we contemplate charging or to collect our fees from
residents. Were such circumstances to become a reality, our operations could be affected adversely both
administratively and financially. In such an event the ability to recognize appreciation on ActivCare at Bressi Ranch
may be adversely affected, or a diminution of value could occur, as a result of rental market rates for health facilities
decline on a broader scale. See “DESCRIPTION OF OUR BUSINESS — Description of the Assisted Living
Industry — California Regulatory Overview.” ’

Healthcare operations are subject to litigation risks and increasing insurance costs, and if such
anticipated costs arise, our ability to pay distributions to you will be adversely affected.

In several well publicized instances, private litigation by residents of senior living communities for
negligence or alleged abuses has resulted in large damage awards against some operating companies in the senior
living industry. The effect of this litigation and potential litigation has been to dramatically increase the costs of
monitoring and reporting quality of care compliance incurred by companies operating facilities similar to ActivCare
at Bressi Ranch. Workers compensation and employee health insurance costs have also increased in recent years.
Medical liability insurance reform has become a topic of political debate and some states have enacted legislation to
limit future liability awards. However, if such reforms are not generally adopted, insurance costs may continue to
increase. If our insurance costs increase faster than projected it will likely adversely affect our operating cash flow
and our ability to pay distributions to you.

Our primary business is the ownership and operation of ActivCare at Bressi Ranch, which subjects us to
all the risks commonly associated with the ownership and operation of real property.

ActivCare at Bressi Ranch will be subject to the risks generally incident to the ownership of real property
including the obligation to meet fixed and maturing obligations, changes in the national and local economic
conditions, changes in the investment climate for real estate investments, changes in demand for or supply of
competing property, changes in local market conditions and neighborhood characteristics, the availability and cost
of mortgage funds, unanticipated holding costs, the availability and cost of necessary utilities and services, changes
in real estate tax rates and other operating expenses, changes in governmental rules and fiscal policies, changes in
zoning and other land use regulations, environmental controls, acts of God (which may result in uninsured losses)
and other factors beyond our control. In recent years, the presence of hazardous substances or toxic waste has
adversely impacted real estate values in affected areas of the country. Furthermore, there are significant risks
imposed by changing governmental regulations, including but not limited to compliance with the Americans with
Disabilities Act.

We will also be subject to the risks generally incident to the ownership of income-producing real property
such as occupancy, operating expenses and rate schedules, which in turn may be adversely affected by general and
local economic conditions, the supply of and demand for property of a similar type to ActivCare at Bressi Ranch, the
financial condition of residents and potential residents, zoning laws, federal and local rent controls and real property
tax rates. Certain expenditures associated with real estate equity investments are fixed (principally mortgage
payments, if any, real estate taxes and maintenance costs) and are not necessarily decreased by events adversely
affecting the our income. Our ability to meet its obligations will depend on factors such as these and no assurance
of profitable operation of ActivCare at Bressi Ranch can be given. If we are unable to achieve profitable operations
we will likely be unable to pay distributions to you and you may lose all or a part of your investment in us.

We face possible liability for environmental cleanup costs and damages for future or past contamination
related to the real property we own, which could substantially increase our costs and reduce our liquidity and
cash distributions to you.

Because we intend to own and operate real estate, we are subject to various federal, state and local
environmental laws, ordinances and regulations. Under these laws, ordinances and regulations, a current or previous
owner or operator of real estate may be liable for the cost of removal or remediation of hazardous or toxic
substances on, under or in such property, and such laws often impose liability whether or not the owner or operator
knew of, or was responsible for, the presence of such hazardous or toxic substances. We are not aware of any prior
release of hazardous or toxic materials on our property, but there can be no assurance that there was not a prior
release, nor can there be no assurances that there will be no future releases on, under or in such property. Further,
there can be no assurances that a prior release or future release that occurred or occurs on an adjacent property will
not affect our property. The costs of removal or remediation of any such release could be substantial.
Environmental laws provide for sanctions in the event of noncompliance and may be enforced by governmental
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agencies or, in certain circumstances, by private parties. Certain environmental laws and common law principles
could be used to impose liability for release of and exposure to hazardous substances, including the release of
asbestos-containing materials into the air, and third parties may seek recovery from owners or operators of real
estate for personal injury or property damage associated with exposure to released hazardous substances. In
addition, new or more stringent laws or stricter interpretations of existing laws could change the cost of compliance
or liabilities and restrictions arising out of such laws. The cost of defending against these claims, complying with
environmental regulatory requirements, conducting remediation of any contaminated property, or of paying personal
injury claims could be substantial, which would reduce our liquidity and cash available for distribution to you. In
addition, the presence of hazardous substances at ActivCare at Bressi Ranch or the failure to meet environmental
regulatory requirements may materially impair our ability to use, lease or sell ActivCare at Bressi Ranch. Any such
event would have a material adverse effect on us and our ability to pay distributions to you and may cause you to
lose all or a part of your investment in us.

Our business will be subject to competition for residents, and if we are unable to successfully compete
against our competitors, ActivCare at Bressi Ranch’s performance will be adversely affected.

We expect there will be six primary competitors in our market for residents at assisted living facilities. See
“DESCRIPTION OF OUR BUSINESS — Primary Competitors.” These competitors and other competing
assisted living facilities may reduce demand for the units at ActivCare at Bressi Ranch, increase vacancy rates,
decrease occupancy rates and impact the value and income of our facility. Competition from nearby assisted living
facilities could make it more difficult to attract new residents and ultimately sell or refinance ActivCare at Bressi
Ranch when the senior loan matures on a profitable basis. Further, the construction of future sites or redevelopment
of existing elder care facilities may affect vacancy and leasing rates in the future, which may also affect our
performance. There is no assurance that we will meet or exceed our intended leasing goals for ActivCare at Bressi
Ranch or successfully compete in the San Diego, California market. Additionally, we anticipate that our highest
rates will be higher than our competitors’ highest rates and our competitors’ lowest rates will be lower than our
lowest rates, even though we will generally offer the same types of services to our residents. However, we intend to
offer services at a flat rate, while our competitors utilize an a la carte service model. We believe that our flat rate for
all services will be generally less expensive overall than the sum of our competitors’ rates for similar services.
However, there can be no assurances that we will be able to successfully compete with these competitors or future
competitors, which may ultimately affect our overall performance. If we are unable to meet our goals with respect
to leasing-up ActivCare at Bressi Ranch, or are unable to maintain occupancy once the facility is stabilized,
distributions to you may be delayed or inhibited, and we may be unable to refinance our senior loan as intended,
which could result in a loss of your investment.

We may become subject to uninsured losses, which would reduce the value of our assets by the amount
of the uninsured loss, and may result in our inability to repair or reconstruct our facility.

There are types of losses relating to real estate, generally catastrophic in nature, such as losses due to wars,
acts of terrorism, earthquakes, floods, hurricanes, pollution or environmental matters, for which we generally do not
intend to obtain insurance unless we are required to do so by a mortgage lender. If ActivCare at Bressi Ranch incurs
a casualty loss that is not fully covered by insurance, the value of our assets will be reduced by any such uninsured
loss. In addition, other than any reserves we may establish, we have no source of funding to repair or reconstruct
ActivCare at Bressi Ranch after a catastrophic uninsured loss and we cannot assure you that any such sources of
funding will be available to us for such purposes in the future. Therefore, uninsured losses would materially
adversely affect our ability to pay distributions to you and could result in the loss of your entire investment. In cases
where we are required by a mortgage lender to obtain casualty loss insurance for catastrophic events or terrorism,
such insurance may not be available, or may not be available at a reasonable cost, which could inhibit our ability to
refinance ActivCare at Bressi Ranch. Additionally, if we obtain such insurance, the costs associated with owning
ActivCare at Bressi Ranch would increase and could have a material adverse effect on the net income from the
property, and, thus, our ability to make distributions to you.

International, national and local economic factors may affect our ability to attract residents and charge
our intended rates. If we are unable to charge our intended rates, we will not perform as projected in this
Offering Circular.

We expect that residents will pay our fees from their personal assets and retirement funds (or have their
guardians pay us from such funds), which are generally subject to investment and economic risk. In addition, the
sale of a primary residence can constitute a large portion of a potential resident’s personal assets and retirement
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funds. To the extent that the economy and the housing market in the greater San Diego area and on a national and
international scale do not produce sufficient returns on behalf of our target demographic, we may not be able to
attract residents and achieve our intended occupancy levels, or charge our intended rates, which would affect our
overall performance.

Risks Related to the Offering and Lack of Liquidity

We do not anticipate a public market developing and the Offered Units are subject to transfer
restrictions contained in our operating agreement; therefore, the Offered Units should be considered an illiquid
investment.

We do not intend to list our Offered Units on any national securities exchange or include them for
quotation through an inter-dealer quotation system of a registered national securities association. Our Offered Units
constitute new issues of securities with no established trading market. Furthermore, it is not anticipated that there
will be any regular secondary market following the completion of the offering of our Offered Units. Additionally,
our operating agreement contains restrictions on the transfer of the Offered Units in order to ensure that we do not
become a “publicly traded partnership” in the view of the IRS. Therefore, prospective investors should consider the
Offered Units an illiquid investment. Accordingly, our Offered Units should be purchased for their projected returns
only and not for any resale potential.

This is a fixed price offering and the fixed offering price may not accurately represent the current value
of our assets at any particular time. Therefore, the purchase price you pay for Offered Units may not be
supported by the value of our assets at the time of your purchase.

This is a fixed price offering, which means that the offering price for our Offered Units is fixed and will not
vary based on the underlying value of our assets at any time. Our manager has arbitrarily determined the offering
price in its sole discretion. The fixed offering price for our Offered Units has not been based on appraisals for any
assets we own or may own nor do we intend to obtain such appraisals. Therefore, the fixed offering price
established for our Offered Units may not be supported by the current value of our assets at any particular time.

If investors successfully seek rescission, we would face severe financial demands that we may not be able
to meet.

Our Offered Units have not been registered under the Securities Act and are being offered in reliance upon
the exemption provided by Section 3(b) of the Securities Act and Regulation A promulgated thereunder. The
Offered Units have been registered under the “Blue Sky” or other state securities laws, and are being offered in .
reliance upon such registrations as provided by the securities laws of the states in which investors reside, and upon
the exemption from registration in the state of California provided by Section 25102(n) of the California
Corporations Code. We represent that this Offering Circular does not contain any untrue statements of material fact
or omit to state any material fact necessary to make the statements made, in light of all the circumstances under
which they are made, not misleading. However, if this representation is inaccurate with respect to a material fact, if
this offering fails to qualify for exemption from registration under the federal securities laws pursuant to Regulation
A, or if we fail to register the Offered Units or find an exemption under the securities laws of each state in which we
offer the Offered Units, each investor may have the right to rescind his, her or its purchase of the Offered Units and
to receive back from the Company his, her or its purchase price with interest. Such investors, however, may be
unable to collect on any judgment, and the cost of obtaining such judgment may outweigh the benefits. If investors
successfully seek rescission, we would face severe financial demands we may not be able to meet and it may
adversely affect any nonrescinding investors.

Tax Risks

CIRCULAR 230 DISCLAIMER. THE ADVICE CONTAINED IN THIS OFFERING CIRCULAR
IS NOT INTENDED OR WRITTEN TO BE USED, AND CANNOT BE USED BY YOU, TO AVOID
PENALTIES AND IS WRITTEN TO SUPPORT THE MARKETING OF THE SHARES. YOU SHOULD
SEEK ADVICE REGARDING THE TAX IMPLICATIONS OF AN INVESTMENT IN OUR OFFERED
UNITS FROM AN INDEPENDENT ADVISOR. (THE FOREGOING LEGEND HAS BEEN AFFIXED
PURSUANT TO U.S. TREASURY REGULATIONS GOVERNING TAX PRACTICE.)
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The Internal Revenue Service, or IRS, may audit our tax returns and in connection therewith, the tax
returns of our members including you, which could result in the assessment of additional tax against you.

There is the possibility that we will be audited by the IRS. Any audit of our company could result in an
adjustment of not only the our tax returns, but also an audit and adjustment of our members’ personal tax returns
with respect to items related to our company and not related to our company. An audit could result in the
assessment of additional taxes against the members including you.

If we are taxed as corporation rather than a partnership under the tax rules for publicly traded
partnerships, all of our income will be subject to an entity-level tax.

We intend operate, so that we qualify as a partnership, and not as an association or a publicly traded
partnership taxable as a corporation, for U.S. federal income tax purposes. In general, if a partnership is “publicly
traded” (as defined in the Internal Revenue Code of 1986, as amended, or the Code), it will be treated as a
corporation for U.S. federal income tax purposes. A publicly traded partnership is one in which the interests in the
partnership are traded on an established securities market or are readily tradable on a secondary market or the
substantial equivalent thereof. An established securities market includes a securities exchange, as well as a regular
over-the-counter market. We do not anticipate and have no plans as of the date of this Offering Circular for our
securities to be traded on an established securities market. Pursuant to our operating agreement, our manager must
consent to the transfer of a member’s membership interest, and our manager only intends to do so if such transfer
would not fall outside one of the safe harbors in the Treasury Regulations from being treated as a publicly traded
partnership. If we were to be treated as a publicly traded partnership by the IRS, and could not otherwise satisfy an
exemption from corporate taxation, we would be treated as a corporation for U.S. federal income tax purposes. In
that event, items of income, gain, loss, deduction and credit would not pass through our members and such members
would be treated for U.S. federal (and certain state and local) income tax purposes as shareholders in a corporation.
We would be required to pay income tax at regular corporate rates on all of our income. In addition, we would likely
be liable for state and local income and/or franchise taxes on all of our income. Distributions to our members would
constitute ordinary dividend income taxable to such members to the extent of our earnings and profits, and these
distributions would not be deductible by us. Thus, if we were treated as a corporation, such treatment would result
in a material reduction in cash flow and after-tax returns for our members.

A member’s federal income tax payable based on our taxable income and gain allocable to a member
may exceed cash distributions to such member.

The taxable income and gains allocable to a member, if and when our operations become profitable, may
exceed cash distributions to the member. We are under no obligation to distribute sufficient cash to you to cover
any tax liability you may have on our taxable income allocable to you. To the extent that a member’s tax liability
arising from taxable income and gains allocated by us to such member exceed cash distributions from us to such -
member, such excess would result in net out-of-pocket tax payment by a member to the applicable taxing authority.

The IRS may challenge the allocations of taxable income, gain, loss, deductions and credits contained in
our operating agreement resulting in the assessment of additional taxes against you.

Allocations of our taxable income, gain, loss, deductions and credits, and corresponding adjustments to our
members’ capital accounts are intended to be made in accordance with the applicable Treasury Regulations. There
can be no assurance, however, that the IRS will not challenge the our allocations of taxable income, gain, loss,
deductions and credits contained in our operating agreement, or that, if it does, such challenge will not be successful.
If these allocations are successfully challenged, our members may be allocated different amounts of taxable income,
gain, loss, deductions or credits than initially reported to them. Prior to making a decision to invest in our Offered
Units, investors should carefully consider the potential for challenges by the IRS to any future amounts allocated to
them. Any challenge of our allocations could result in the assessment of additional taxes against the members and
out-of-pocket tax payments by members.

A sale or other taxable disposition of a Class Member’s Offered Units may result in a taxable gain.

Upon the sale or other taxable disposition by a Class A Member of all or a portion of his or her Offered
Units, such Class A Member will realize taxable income to the extent that his or her share (for federal income tax
purposes) of our liabilities, together with the other consideration the member receives upon the sale of his or her
Offered Units, exceeds the member’s tax basis in such Offered Units. However, such sale may not result in cash
proceeds sufficient to pay the tax obligations arising from such sale. Asa result, Class A Members may be required

to make out-of-pocket payments in connection with such a sale.
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Federal tax laws are subject to change.

Investors should recognize that the present federal income tax treatment of limited liability companies may
be modified by legislative, administrative or judicial action at any time and that any such action may affect
investments previously made. Changes in the federal income tax laws have been proposed and made in the past.
Further, the rules dealing with federal income taxation are constantly under review by the IRS, resulting in revisions
of its regulations and revised interpretations of established concepts.

We will generate unrelated business taxable income, or UBTL

We will generate UBTI from ActivCare at Bressi Ranch. Tax-exempt entities must consult their own tax
counsel regarding the effect of any UBTI. DUE TO THE LIKELY PRESENCE OF UBTI, AN INVESTMENT
IN OUR OFFERED UNITS (I) SHOULD ONLY BE MADE BY AN INDIVIDUAL RETIREMENT
ACCOUNT (“IRA”) AFTER CAREFUL CONSIDERATION OF THE NEGATIVE TAX EFFECTS TO
THE IRA AND THE REQUIREMENTS OF SUCH IRA RECOGNIZING UBTI TO PREPARE AND FILE
CERTAIN TAX FORMS WITH THE IRS, AND (II) IS NOT APPROPRIATE FOR A CHARITABLE
REMAINDER TRUST. See “MATERIAL FEDERAL INCOME TAX CONSEQUENCES - Investment By
Qualified Plans and Individual Retirement Accounts.”

DILUTION

None of our manager, its officers and directors, any of our promoters, or any of their respective affiliates
have purchased or otherwise received Offered Units during the past three years, nor will any of them receive Offered
Units in connection with this offering or our reorganization transactions unless by way of purchase through this
offering at the public offering price. Messrs. Chance, Moriarty and Shetter, and Ms. Barnard, who are all of the
executive officers and directors of Income Property Group, our manager, will beneficially receive approximately
63.68% of our Class B Units upon the closing of our reorganization transactions. The issuance of our Class B Units
to the executive officers and directors of our manager, and to our other prospective Class B Members, will cause no
economic dilution to our Offered Units.

Cash flow distributable to our Class A Members is distributed pro rata solely among the Class A Members.
Further, any increase or decrease in the amount of Class B Units, outstanding will have no effect on the amount of
distributable cash available to be divided by our Class A Members. See “DESCRIPTION OF OFFERED
SECURITIES - Distributions.” _ .

PLAN OF DISTRIBUTION

Offering Amount

We are offering 5,000 Offered Units in this offering for $1,000.00 per Offered Unit. The minimum
purchase in this offering is 20 Offered Units, for a minimum purchase price of $20,000; however, we can waive the
minimum purchase requirement at our sole discretion. Accepted subscriptions for the full offering amount must
be received, accepted by us and deposited with Comerica Bank, our escrow agent before the proceeds of this
offering will be released to us. o

Marketing of Offered Units and Compensation of our Dealer Manager and Participating Broker-Dealers

The offers and sales of our Offered Units will be made on a “best efforts™ basis by broker-dealers who are
members of FINRA. Courtlandt Securities Corporation, our dealer-manager, will receive selling commissions equal
to 5.83% of the gross proceeds of the offering, which it will pay to participating broker-dealers who are members of
the selling group. For acting as managing broker-dealer, our dealer-manager will receive a non-accountable dealer-
manager fee of 1.17% of the gross proceeds of the offering and will receive a non-accountable due diligence fee,
marketing and expense reimbursement fee of 3.00% of the gross proceeds of the offering, each of which it may re-
allow and pay any portion of thereof to the selling group members. Our dealer-manager will not be required to
account for the spending of amounts comprising the dealer-manager fee and the non-accountable due diligence fee.
Our dealer-manager may also sell Offered Units as part of the selling group, thereby becoming entitled to selling
commissions. The aggregate amount of commissions and expense reimbursements to be paid to our dealer manager
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and the selling group will not exceed 10.0% of the gross proceeds. See “ESTIMATED USE OF PROCEEDS.”

Our company and our dealer-manager have entered into a managing broker dealer agreement, enclosed on
CD-ROM with this Offering Circular as Appendix A for the sale of our Offered Units. Broker-Dealers desiring to
become members of the selling group will be required to execute a participating dealer agreement with our dealer
manager either before or after the date of this Offering Circular. The form of participating-dealer agreement is an
exhibit to the form of managing broker-dealer agreement.

Offering Materials

This offering of our Offered Units is made exclusively by this Offering Circular, the Offering Statement of
which it is part, and the appendices, exhibits and supplements thereto. In addition to this Offering Circular, we may
utilize certain sales material in connection with the offering of our Offered Units, although only when accompanied
by or preceded by the delivery of this Offering Circular (except in the case of offers made in the state of California
pursuant to Section 25102(n) of the California Corporations Code). In certain jurisdictions, some or all of our sales
material may not be permitted and if so, will not be used in those jurisdictions.

The offering of Offered Units is made only by means of this Offering Circular. Although the information
contained in our supplemental sales material will not conflict with any of the information contained in this Offering
Circular, the supplemental materials do not purport to be complete, and should not be considered a part of this
Offering Circular or the Offering Statement of which this Offering Circular is a part.

Subscription Procedures for Offered Units

Prospective investors who meet the suitability standards described above (and, if residing in California, are
qualified purchasers) herein may subscribe for Offered Units as follows:
« Review this entire Offering Circular and any exhibits and supplements accompanying this Offering Circular.

« Complete the execution copy of the Subscription. A specimen copy of the Subscription Agreement is
included in this Offering Circular as Appendix C.

« Deliver your completed and executed Subscription Agreement to our dealer manager at the address set forth
in the Subscription Agreement.

« If you are paying the purchase price for your Offered Units via check, deliver your check for the full purchase
price to our dealer manager, and if you are paying via wire transfer, transmit your full purchase price to
Comerica Bank, our escrow agent, pursuant to the wiring instructions in your Subscription Agreement.

* Your check should be made payable to “Comerica Bank, as escrow agent for ActivCare at Bressi Ranch,
LLC.” You may also deliver the purchase price of the Offered Units directly to Comerica Bank, our escrow
agent, pursnant to wiring instructions included in the Subscription Agreement.

By executing the Subscription Agreement and paying the total purchase price for the Offered Units
subscribed for, each investor attests that he or she meets the minimum income and net worth standards we have
established, and, in the case of an investor residing in the state of California, is a qualified purchaser as defined in
Section 25102(n)(2) of the California Corporations Code.

Subscriptions will be effective only upon our acceptance, and we reserve the right to reject any
subscription, in whole or in part. An approved custodian or trustee must process and forward to us subscriptions
made through IRAs, Keogh plans, 401(k) plans and other tax-deferred plans. If we do not accept your subscription,
we will promptly return your check without interest, or promptly refund any purchase price transferred via wire
transfer. Any subscription application not accepted within thirty (30) days of receipt shall be deemed rejected.

Escrow Procedures

Accepted subscription payments will be placed in an interest-bearing escrow account with Comerica Bank,
as escrow agent, until subscriptions for the full offering amount have been received and accepted, at which time the
escrow agent will release the proceeds, and any interest earned thereon, to us to be used for the purposes described
in this Offering. If we do not receive and accept subscriptions for the full offering amount from non-affiliates on or
before June 30, 2012, this offering will be terminated and the escrow agent will promptly refund subscribers’
purchase prices, together with any interest accrued thereon.
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ESTIMATED USE OF PROCEEDS

Net proceeds to our company from this offering are anticipated to be $4,365,000, following the payment of
selling commissions, dealer manager fees and other offering costs. Set forth below is a table showing the estimated
sources and uses of the proceeds from this offering, assuming this offering closes on December 31, 2011.

Per Offered Unit Total Offering
Dollar Dollar
Amount % Amount %

Gross Proceeds $1,000 100% $5,000,000 100%
Offering Expenses’ $27 2.7% $135,000 2.7%
Selling Commissions & Fees’ $100 10.0% $500,000 10.0%
Net Proceeds $873 87.3% $4,365,000 87.3%
Subordinated Debt Payoff’ $337 33.7% $1,685,000 33.7%%
Intended Contribution to $241 24.1% $1,203,000 24.1%
Bressi Development*

General Working Capital’® $174 17.4% $870,000 17.4%
Repayment of Negative Carry $121 12.1% $607,000 12.1%
Loan® :

Total Use of Proceeds $1,000 100.0% $5,000,000 100.0%

! Offering expenses include legal, accounting, printing, advertising and other expenses of this offering.

2 Our dealer manager will receive selling commissions of 5.83% of the offering proceeds, which it will re-allow and
pay to participating broker-dealers, who sell Offered Units, and our dealer manager will also receive a non-
~ accountable due diligence, marketing and expense reimbursement fee of 3.00% of the offering proceeds, which it
may also re-allow and pay to the participating broker-dealers. In addition, our dealer manager will receive a dealer
manager fee equal to 1.17% of the gross proceeds of the offering. Our dealer manager may re-allow and pay any
portion of the dealer manager fee to participating broker-dealers who are members of the selling group.

3 Approximately $1,685,000 of the net proceeds will be used to pay off the outstanding principal balance and
accrued interest on the subordinated loan made to our prospective wholly-owned subsidiary, Bressi Development,
by HCG Lending and Bressi Holding in August, 2010. The principal amount of the subordinated loan from HCG
Lending and Bressi Holding, who are affiliates of our company, constitutes the purchase price paid by Bressi
Development to purchase the land upon which ActivCare at Bressi Ranch is being constructed, as well as the
products of certain pre-development work engaged in by Bressi Holding. Bressi Development paid approximately
$835,200 for the land and $727,800 for the pre-development work. Bressi Holding’s pre-development work
included designing our facility (including engaging third party engineers and architects), permitting, arranging of
financing, and the payment of various expenses (including taxes and other impositions) related to our facility. See
“DESCRIPTION OF OUR BUSINESS — Construction and Construction Financing.” The subordinated loan is
secured by a second deed of trust on the real property comprising ActivCare at Bressi Ranch, and currently bears
interest at the greater of (a) 5.25% or (b) the WSJ Prime Rate plus 2.25%. The payoff amount above is the
approximate amount of principal and accrued interest that will be required to pay off our subordinated loan as of
December 31, 2011, our targeted payoff date, however, this estimate may change based upon changing interests
rates and the actual date of payoff. See “INTERESTS OF MANAGEMENT AND OTHERS IN CERTAIN
TRANSACTIONS AND OTHER CONFLICTS OF INTEREST — Land Purchase and Subordinated Debt.”

*We intend to use approximately $1,203,000 of the net proceeds to increase the net worth of Bressi Development.'
The desired effect of expanding the net worth of Bressi Development is to reduce the exposure that Health Care
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Group, RAC Bressi, the Class B members, and certain other related individuals have as personal guarantors under
the senior loan from Mutual of Omaha Bank. If the amount necessary to (i) pay off our subordinated loan or (ii) pay
the expenses of this offering were to change, we would increase or decrease, as applicable, the amount of proceeds
available to increase the net worth of Bressi Development. We anticipate that the net proceeds contributed to Bressi
Development will be retained by Bressi Development as a contingency reserve and we have no current plans to
spend such funds.

5 Approximately $870,000, will be used to establish a general working capital reserve for our company. We have
projected an aggregate negative carry of approximately $1,470,000 associated with the marketing and fill-up of
ActivCare at Bressi Ranch following the completion of construction. This negative carry amount reflects the
projected aggregate amount by which ActivCare at Bressi Ranch’s expenses (including marketing, staffing,
administration and maintenance) are expected to exceed its revenues prior to achieving positive cash flow. William
M. Chance, Daniel A. Moriarty and D. Kevin Moriarty, each of whom will beneficially own Class B Units in us
following the closing of our reorganization transactions, and, in the case of William M. Chance and D. Kevin
Moriarty, directors of our manager, made a loan of $600,000 on an unsecured basis and at an interest rate of 6% per
annum, as of October 18, 2011, to RAC Bressi in order to fund our negative carry until the closing of this offering.
We will pay additional negative carry amounts over $600,000 out of the working capital reserve we will establish
out of the net proceeds of this offering. This loan shall mature on the earlier of the date of the closing of this
offering or June 30, 2012. See “INTERESTS OF MANAGEMENT AND OTHERS IN CERTAIN
TRANSACTIONS AND OTHER CONFLICTS OF INTEREST - Funding of Negative Carry.”

$ We intend to pay all outstanding principal and accrued interest on the $600,000 loan from Messrs. Chance, -
Moriarty and Moriarty as of the closing of this offering with proceeds from this offering. If this offering closes on
December 31, 2011 the amount of interest that will accrue on this loan will be approximately $7,400. If this offering
does not close by January 31, 2012, we anticipate that we will need additional amounts of up to $870,000, to fund
our negative carry. Messrs. Chance, Moriarty and Moriarty have agreed to loan us up to and additional $870,000 to
fund such negative carry, upon the same terms and conditions as their $600,000 loan to us. To the extent any such
amounts are loaned to us by Messrs. Chance, Moriarty and Moriarty, we will repay the principal and accrued interest
on such loans with proceeds from this offering.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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DESCRIPTION OF OUR BUSINESS

General

Our company was formed in June 8, 2011 to be the parent of Bressi Development and RAC Bressi. Bressi
Development was formed on May 5, 2010 to develop, construct and own ActivCare at Bressi Ranch facility on 2.5
acres of land located in the Bressi Ranch master-planned community in Carlsbad, California. See “DESCRIPTION
OF OUR PROPERTY.” RAC Bressi was formed on May 25, 2010 to own the operations of ActivCare at Bressi
Ranch upon its completion. ActivCare at Bressi Ranch is a 50-unit, and 80 accommodation (beds), senior assisted
living facility specializing in the care of memory-affected seniors including those with Alzheimer’s disease and
dementia. See “-Description of ActivCare.” For a detailed description of our ActivCare at Bressi Ranch facility
see “DESCRIPTION OF OUR PROPERTY - Description of ActivCare at Bressi Ranch.”

We have constructed ActivCare at Bressi Ranch using financing derived from a construction loan in the
principal amount of $8,000,000 from Mutual of Omaha Bank (which has an outstanding balance of §7,402,950.31 as
of November 1, 2011 and will have an outstanding balance of $7,953,887.41 as of the date of funding of our most
recent draw request, made on November 11, 2011). See “ — Description of our Construction Financing.”
Following stabilization of ActivCare at Bressi Ranch, we intend to seek to refinance the loan from Mutual of Omaha
Bank with more permanent financing.

Our prospective subsidiary, Bressi Development, has leased our ActivCare at Bressi Ranch facility to our
other prospective subsidiary, RAC Bressi. See “- Description of the Lease.” Pursuant to this Lease, RAC Bressi
will operate the facility and will pay rent to Bressi Development. RAC Bressi, has entered into a management
agreement with Health Care Group, whereby Health Care Group shall manage the operations of the complete
ActivCare at Bressi Ranch facility on RAC Bressi’s behalf, and following our reorganization transactions, our
ownership and operation of ActivCare at Bressi Ranch will be subject to this management agreement See —
“Description of the Management Agreement.”

Construction

Bressi Development completed construction of ActivCare at Bressi Ranch as of October 14, 2011, the date
of Bressi Development’s receipt of its final building inspection. Bressi Development purchased the land upon which
ActivCare at Bressi Ranch is built from Bressi Holding on August 1, 2010 for $1,563,000 which it paid by issuing a
promissory note to Bressi Holding and HCG Lending with original principal amount of $1,563,000, all of which is
currently  outstanding. See “INTEREST OF MANAGEMENT AND OTHERS IN CERTAIN
TRANSACTIONS — Land Purchase and Associated Loan.” Of this purchase price; $835,200 of the purchase
price was allocated to the land and the remaining $727,800 was allocated to certain development costs for our
facility paid by Bressi Holding and HCG Lending for which Bressi Development will receive the benefit. All of
such costs are set forth in the table below. Approximately $1,500 of the costs paid by Bressi Holding and HCG
Lending were not included in the amount of subordinated promissory note.

Development Cost Item Cost
Design/Architect/Engineer Fees $419,198
Permit Application and Diligence $51,873
Site Work and Preparation for Construction $11,405
Finance Fees $10,037
Construction Interest $1,477
Taxes and other impositions $195,011
Insurance Premiums $3,881
Legal Costs $23,613
Marketing Costs $962
Administrative Expenses $11,801
TOTAL $729,258

An artist’s rendering of the completed ActivCare at Bressi Ranch facility and a photograph of the facility as of
October 4, 2011 (approximately 98% completion) are set forth below.
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We anticipate that the aggregate costs of construction and development will be $11,133,000, which
includes the acquisition cost of the land. Although construction of ActivCare at Bressi Ranch is complete, non-
construction costs, such as licensing and negative carry costs, remain subject to fluctuation. Bycor General
Contractors, or our contractor, constructed our ActivCare at Bressi Ranch Facility pursuant to a construction
contract with Bressi Development, our prospective subsidiary. Our contractor completed construction of our facility
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as of October 14, 2011, the date of our final building inspection, and we received our certificate of occupancy on
November 7, 2011. Our contractor shall receive a stipulated sum of approximately $5,550,000.00 for the
construction of ActivCare at Bressi Ranch, plus or minus any cost increases or decreases resulting from work
changes approved by us for its services in connection with constructing the improvements. Approximately $550,000
remains to be paid to our contractor, which we anticipate paying with proceeds from our senior loan. Our contractor
received prior payments as it reached construction milestones.

Set forth below is the aggregate development budget for the ActivCare at Bressi Ranch facility as of June 1,
2011. This budget sets forth our company’s estimate of the aggregate funds necessary to complete the development
of the facility through the achievement of stabilized occupancy. We have projected that it will take between 18 and
24 months for ActivCare at Bressi Ranch to reach a stabilized occupancy rate, which, for purposes of our
projections, is 91.25% (as that is a lower occupancy rate than the rates reported for our competitors reported in a
market study of a proposed 80-bed assisted living facility at Bressi Ranch, including 64 memory care beds and 16
mild cognitive impairment (MCI) beds, prepared by Valuation and Information Group dated July 10, 2009 and
attached hereto as Appendix G1, or the market study). See “- Summary of Market Study.” We have based our
projection of the achievement of stabilized occupancy in 18-24 months on the information contained in the market
study, which is more conservative than the timeline projected in the market study. The market study has indicated
that it would take such a facility like ActivCare at Bressi Ranch approximately 3.2 months to reach stabilized
occupancy (which the market study reported to be 95%) for its MCI beds and 12.9 months to reach stabilized
occupancy for its memory care beds. We have assumed in our projections that it will take 12 months for our MCI
beds to reach stabilized occupancy and 24 months for our memory care beds to reach stabilized occupancy, which is
longer than the 3.2 months and 12.9 months projected in the market study. Further, the market study set our
stabilized occupancy rate at 95%, which is more in line with our competitors, while we have assumed a lower
stabilized occupancy rate of 91.25%. Therefore, we believe our projection of 18-24 months to reach an aggregate
stabilized occupancy of 91.25% to be conservative.

Valuation and Information Group made certain assumptions related to the pre-leasing of our facility, our
rates, our competition, and ‘our target residents. Specifically, the market study assumed that 15% of the MCI beds
and 15% of the memory care beds would be leased prior to our commencing operations. ActivCare at Bressi Ranch
opened on November 3, 2011, and as of the date of this offering circular, has a total of 9 residents with an additional
21 beds reserved. All of the currents residents occupy memory care beds, and we have received reservations for an
additional 12 memory care beds and 9 MCI beds. Therefore, as of the date of this offering circular, approximately
33% of our memory care beds and 56% of our MCI beds are either reserved or occupied. In addition, the market
study made several assumptions, such as: house prices would remain relatively stable in our market area,
prospective residents and actual residents would be able to earn interest income of 4% per annum on their retirement
savings in order to help pay their costs of living at ActivCare at Bressi Ranch, and the rates we charge would be in
line with the market rates charged by our competitors. In addition, the market study only considered competitors in
our primary market area that were existing or in actual development at the time it was undertaken (and there were no -
other competitor facilities under actual development in our primary market area at that time). Management
generally does not disagree with the assumptions made in the market study and believes them to be reasonable.
However, we have projected achievement of stabilized occupancy more conservatively than the market study, in
part, to account for potential variance in the assumptions made in the market study. No assurance can be given that
we will achieve stabilized occupancy as projected. Any delay in achieving stabilized occupancy or any unexpected
increase in the anticipated development costs set forth below will likely adversely affect our ability to make
distributions to you and the value of your Offered Units. Additionally, the development budget set forth below is
merely our company’s best estimate of the costs of development, these costs are (i) subject to change and (ii) have
not been reviewed by our independent accountants or any. other independent third party.

Date: 6/1/2011

Design/Inspection/Testing/Reports , $600,000
Permits/Fees/Deposits $390,000

General Contractor

Site Work $1,081,000
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General Conditions $350,000

Building Cost (39,500 sf @ $104 psf) k $4,121,000

Subtotal General Contractor $5,552,000 $5,552,000
Fixtures, Furnishing & Equipment $750,000
Project Contingency $12,800
Financing Fees - Construction/Mini -Perm 160,000
Construction Interest Reserve $230,000
Property Taxes 243,000
Property Insurance/Bonds $44,000
Legal/Organizational Costs $185,000
Marketing $301,000
Negative Carry™ $1,470,000
Construction G&A $260,000
Land Purchase $835,200
Accrued Interest on Subordinated Debt $100,000
Total Development Cost $11,133,000

(1) We use the term “negative carry” to mean the operating capital necessary to fund the operating cost
(including debt service) of our facility until its operations reach a breakeven point.

Description of our Construction Financing

On August 1, 2010, we obtained a loan from Mutual of Omaha Bank, or our senior lender, in the principal
amount of $8,000,000.00, which we refer to as our senior loan. Proceeds of our senior loan are being used to pay -
the costs of the construction of the project. Our senior loan is intended to cover the period of time that the project is
under construction as well as approximately three years afterward. This type of financing is generally referred to as
a construction loan with a mini-perm component. The mini-perm component reflects the automatic conversion of
our construction loan into permanent financing, with a truncated term, hence, “mini-perm,” following the
completion of construction of our facility. Accordingly, there are two distinct periods of time with respect to our
senior loan: the construction period and the post-construction period. The senior lender is secured by among other
things a first-position lien on the property.

Interest Rate. The interest rate on our senior loan during the construction period is equal to the
greater of (a) 5.25% per year or (b) the prime rate reported by the Wall Street Journal plus 2.25%. The
interest rate on our senior loan during the post-construction period shall be equal to the greater of () 5.75%
per year or (b) the interest rate on three-year United State Treasury Bonds plus 4.00%.

Loan Term. Our senior loan has a five-year term with one three-year extension period, which we
have the option to exercise no later than 30 days prior to the maturity date but no earlier than 90 ninety days
prior to the maturity date of the senior loan. The terms of the construction period runs from August 1, 2010
until the earlier of (a) August 1, 2012, and (b) the date on which we achieve a debt service coverage ratio of
1.25 to 1 or more. The term debt service coverage ratio is a ratio that compares our earnings before
interest, taxes, depreciation and amortization on a monthly basis to the monthly payments required under
our senior loan. The term of our post-construction period runs from the end of our construction period until
August 1, 2015, subject to our extension right. We may elect to prepay our senior loan at any time in
whole or in part; provided that we must also pay our senior lender a fee equal to one percent of the
prepayment amount. During the construction period of our senior loan, we will only make payments of the

accrued interest, but during the post-construction period of our senior loan, we will make payments of
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interest and principal, based on a twenty-five year amortization schedule, with the balance of the principal
amount of the senior loan due on the maturity date.

Reserves and Construction Funding. The Lender required that certain accounts be funded at the
closing of the senior loan including (i) $300,000 for construction interest reserve account, which the senior
lender will use to make our interest payments during the construction period, and (ii) approximately
$7,620,000 for the real estate loan account, which the senior lender will use to pay certain construction
costs as we reach the construction benchmarks outlined in the senior loan documents.

Guarantees. Health Care Group, Messrs. Chance, Moriarty, Shetter, Virgadamo and Ms. Barnard
and Ms. Blake as well as all of our prospective Class B Members have agreed to guaranty our obligations
under the senior loan. A portion of the proceeds of this offering is intended to be used to increase the net
worth of Bressi Development in order to reduce the exposure of our guarantors. In addition, Health Care
Group and RAC Bressi have agreed to indemnify the lender with respect to the existence or release of
hazardous substances on our property in violation of state or federal environmental laws.

Events of Default. Under the terms of the senior loan documents the following actions will
constitute an event of default:

e We fail to make a payment within 10 days after the due date or on the maturity date;

e We fail to comply with the requirements of the senior loan documents and such failure continues
for 30 days after notice from the lender;

e  We or any of the guarantors of the senior loan become insolvent, or any of the foregoing dissolve,
terminate or liquidate;

o  Ifeither the trustor of Mr. Chance’s or Ms. McElliott’s trust dies and the successor trustor does not
execute a new guaranty in favor of the senior lender;

e Ifany of the information provided to the senior lender or if any representation or warranty given to
the senior lender is false or misleading;

o  The senior lender fails to have a first priority lien on the property;

* A lawsuit in excess of any insurance coverage where the amount claimed is greater than $250,000
is filed against us or any guarantor of the senior loan, or a judgment in the amount of $250,000 or
greater is entered against either of the foregoing;

e If we, Health Care Group, RAC Bressi or any guarantor default on any other indebtedness owed to
the senior lender; : :

e If we fail to maintain a debt service coverage ratio of 1.25 to 1 (calculated as EBITDA divided by -
our contractual debt service) at any time after the first anniversary of the commencement of the
post-construction period,;

e If we have a net quarterly loss for two consecutive quarters at any time after the first anniversary
of the commencement of the post-construction period;

e We fail to construct the building in accordance with the time constraints set forth in the senior loan
documents;

¢ We fail to comply with the terms of a construction draw request;

e If construction of the project is discontinued for five consecutive business days or more for any
reason other than acts of God, labor disputes, strikes, lockouts, fire, earthquake, war, riots or other
causes beyond our reasonable control; and

e If we default under the loan from Bressi Development and HCG Lending that was provided to
assist with our acquisition of the property, which we refer to as our subordinated loan.

Transfer. Under the terms of the senior loan documents we may not transfer any direct or indirect
interest in ourselves without providing notice to the senior lender or obtaining the lender’s prior written
consent (depending on the amount of the interest being transferred), but in no event are we permitted to
transfer such an interest if it would result in a change in control over our management. Any other such
transfer is in violation of the terms of the senior loan and is a default. We have obtained our senior lender’s
consent with respect to our reorganization transactions and the sale of the Offered Units.

Insurance. Prior to the date that we obtain a certificate of occupancy, we must maintain insurance
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coverage in an amount not less than $1,000,000 (single limit), $2,000,000 (annual aggregate), and umbrella
coverage of not less than $10,000,000, as well as builder’s all-risk insurance. After the date that we obtain
a certificate of occupancy, we must maintain insurance coverage in an amount not less than $1,000,000
(single limit), $3,000,000 (annual aggregate), special cause or loss in the amount of the full insurable value
of the replacement cost basis of the improvements, and worker’s compensation insurance in accordance
with applicable law. All insurance policies must be from a company with a rating of “A” VII or better by
A.M. Best Co., name the senior lender as an additional insured, provide the senior lender 30 days’ prior
written notice to the non-renewal or cancellation of the policy, be evidenced by a certificate of insurance,
and be in form and amount satisfactory to the senior lender.

In addition to the foregoing, we are obligated to comply with certain covenants and restrictions generally
applicable to commercial construction loans, which include maintaining all proper permits and licenses to construct
the premises and operate our business, operate our business solely as a healthcare facility, provide routine financial
reports, not incur additional indebtedness, or (if we fail to maintain the appropriate debt service coverage ratio) pay
dividends.

Plan for Permanent Financing

When our ActivCare at Bressi Ranch facility is generating earnings before interest, taxes, depreciation and
amortization, or EBITDA, (net of capital expenditure reserves) resulting in a 1.5 debt service coverage ratio (the
ratio of EBITDA, net of capital expenditure reserves, to the debt service on our senior loan) based on annualizing 6
months trailing EBITDA we intend to request that Mutual of Omaha Bank, our senior lender, agree to increase the
amount we may borrow under our senior loan to approximately $11,763,000. ActivCare at Bressi Ranch’s EBITDA
equals the facility’s gross revenues less its expenses, excluding its interest, tax, depreciation and amortization
expenses. In connection with this requested increase in our senior loan amount, we intend to request that our senior
lender permit us to disburse approximately $2,300,000 in proceeds of the increased senior loan to return a portion of
the capital contributed to us by the purchasers in this offering.

Regardless of whether we are able to achieve the intended increase in our senior loan, we intend to apply to
refinance our senior loan with a new loan which would be guaranteed by the Federal Housing Administration
(FHA), a part of the U.S. Department of Housing and Urban Development (HUD). We may not close on a
refinancing guaranteed by the FHA until 36 months following our receipt of a certificate of occupancy for ActivCare
at Bressi Ranch, which we received on November 7,2011. However, because the application process for an FHA
guaranteed loan can take up to 24 months, we intend to begin the application process between the 24™ and 36%
month following our receipt of a certificate of occupancy.

We believe that refinancing our existing senior loan with an FHA guaranteed loan will enable us to gain
more favorable terms on our senior debt, thereby reducing our debt service and enhancing our ability to make
distributions to you.

Our objective in pursuing this financing strategy is to enable us to return the $5,000,000 of capital invested
by investors in this offering in two installments, $2,300,000 in the third year following the closing of this offering
and $2,700,000 in the fourth year following the closing of this offering. The first installment would be related to the
increase of our senior loan, and the second installment would be related to the refinancing with an FHA guaranteed
loan. However, there is no guarantee that we will be able to increase our semior loan or refinance with an FHA
guaranteed loan, and, therefore, we cannot guarantee that we will return your capital contributions in the time period
set forth below or at all.

The return of your capital would be pursuant to our operating agreement’s requirements for the distribution
of net proceeds from capital transactions. Our operating agreement obligates us to first use any net proceeds from a
capital transaction (subject to our manager’s right to retain reserves) to return the capital contributions of the
purchasers of our Offered Units. Our Class A Members will be required to accept the return of their capital
contributions; however, they will remain Class A Members and will retain their Offered Units. Following the return
of some or all of our Class A Members’ capital contributions, we will continue to distribute operating cash flow, if
any, and subject to our manager’s discretion to make distributions, pro rata to our Class A Members such that they
receive the greater of (i) an 8% annual non-compounding, non-cumulative preferred return on their unreturned
capital contributions to us (which would be zero if we return the entirety of our Class A Members capital
contributions) or (ii) 50% of our distributable operating cash flow, until such time as our Class A Members have
received distributions (whether from operating cash flow or net proceeds from capital transactions) resulting in a
10% internal rate of return on their initial investments in us, Once our Class A Members have achieved a 10%
internal rate of return, they will still receive, pro rata, 25% of any operating cash flow or net proceeds from capital
transactions distributed by us. A return of capital will be applied first to reduce the tax basis of a Class A Member’s
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Offered Units. Any amounts in excess of the tax basis generally will be taxable as a gain from the sale of a capital
asset if the Offered Units are held by a Class A Member as a capital asset.

Summary of Operations over the Next Twelve Months

Our contractor completed construction of ActivCare at Bressi Ranch as of October 14, 2011 and Health
Care Group has begun marketing our facility to prospective residents pursuant to our management agreement with it.
Health Care Group anticipates using community outreach, referral development, prospective resident tours, phone
calls to our prospective resident database and community events for prospective residents in order to achieve and
maintain our projected occupancy levels. Nine of the 80 beds in our facility are already occupied, and Health Care
Group has already received reservations for an additional 21 beds.

Health Care Group will supervise admissions of residents to our facility. Because our residents range from
moderately to severely cognitively impaired, an adult child, spouse or other legally appointed responsible party must
serve as the decision maker when seeking a placement in our facility. This decision maker is also required to
guaranty payment of our rates and fees with respect to the applicable resident. Before admitting a resident to an
ActivCare® program, Health Care Group personnel go through a detailed process of assessing the prospective
resident’s care needs, and of disclosing to the resident’s decisions maker the rates and other fees to be charged for
the care of the prospective resident. Finally, Health Care Group and the resident’s decision maker will execute an
admission agreement which includes the terms of the residency and the fees for care.

We have projected that the amount by which our operating costs (including debt service) will exceed our
revenues, prior to our reaching a breakeven point, will be approximately $1,470,000, which we term “negative
carry” and we intend to set aside a working capital reserve from the proceeds of this offering in order to fund such
negative carry. During the period from the completion of construction of ActivCare at Bressi Ranch through the
closing of this offering we anticipate RAC Bressi will use the proceeds of a $600,000 loan from William M. Chance,
Daniel A. Moriarty and D. Kevin Moriarty, each of whom will beneficially own Class B Units in us following the
closing of our reorganization transactions, and, in the case of William M. Chance and D. Kevin Moriarty, are
directors of our manager, to fund our negative carry. Assuming this offering closes on December 31, 2011, we have
projected the maximum negative carry to be funded to be $464,000. Messrs. Chance, Moriarty and Moriarty made
the loan to RAC Bressi as of October 18, 2011 and participate in the loan in the following percentages: William M.
Chance — 42.13%, Daniel A. Moriarty — 42.1%, D. Kevin Moriarty — 15.74%. This loan is made on an unsecured
basis and bears interest at 6% per annum. This loan will mature on the earlier of the date of the closing of this
offering or June 30, 2012. Upon the closing of this offering, we intend to pay off the principal and all accrued
interest the loan from Messrs. Chance, Moriarty and Moriarty from the general working capital reserve we will
establish to fund the negative carry of ActivCare at Bressi Ranch. See “ESTIMATED USE OF PROCEEDS” and
see ““INTERESTS OF MANAGEMENT AND OTHERS IN CERTAIN TRANSACTIONS AND OTHER .
CONFLICTS OF INTEREST - Funding of Negative Carry.”

Excluding the $600,000 loan from Messrs. Chance, Moriarty and Moriarty, and assuming that this offering
closes by January 31, 2012, we have projected that we will not néed to raise additional funds in the next six months,
or during the 18 to 24 months we have projected it will take Health Care Group to bring our facility to stabilized
occupancy (91.25%). If this offering does not close by January 31, 2012, Messrs. Chance, Moriarty and Moriarty
have agreed to fund our negative carry up to an additional $870,000 upon the same terms and conditions as their
$600,000 loan to us.

We do not believe that we will have the ability to make distributions to our members during our first twelve
months of operation because we do not anticipate achieving positive cash flow during such’ period. Additionally,
prior to our being able to make distributions to you without our senior lender’s consent, we must achieve and
maintain a debt service coverage ratio of 1.25 to 1. See “RISK FACTORS - Risks Related to Our Financing —
The senior loan precludes the making of distributions to members without the consent of the senior lender if
we fail to maintain a debt service coverage ratio of 1.25 to 1.” Our debt service coverage ratio is calculated on a
quarterly basis and equals our earnings before interest, taxes, depreciation and amortization (EBITDA) for such
quarter divided by the debt service on our senior loan for such quarter. Based on the current interest rate climate,
including the Federal Reserve’s recent pledge to keep interest rates at their current levels through mid-2013, we
believe that we will not be paying interest at more than the floor rates on our construction loan which are 5.25%
during the construction period and 5.75% during the post-construction period during approximately the next two
years. This results in monthly payments of $35,000 during our senior loan’s construction period and $50,328 during
the post-construction period in which we will make payments of principal and interest on a 25-year amortization
schedule. At $35,000 per month and a 1.25 debt service coverage ratio, our EBITDA would need to be $43,750.
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However, as soon as we reach a 1.25 to 1 debt service coverage ratio, our senior loan will enter the post-construction
period which will result in our interest rate increasing to at least 5.75% and the commencement of the payment of
principal based on a 25-year amortization schedule. These changes would increase our monthly debt service to
$50,328 (assuming our interest rate remained at 5.75%), and we would require an EBITDA of $62,910 in order to
achieve a debt service coverage ratio of 1.25.

Description of the Lease

On or about August 1, 2010, Bressi Development entered into a lease with RAC Bressi wherein RAC
Bressi leases from Bressi Development and Bressi Development leases to RAC Bressi the property and the to-be
completed improvements. We have entered into this lease because the land and improvements forming our
ActivCare at Bressi Ranch facility are owned by one of our prospective subsidiaries, Bressi Development, and
operations are owned by our other prospective subsidiary, RAC Bressi. The ownership of the real property and the
ownership of the operations are separate because Bressi Development is the borrower under our senior loan while
RAC Bressi is not. We intend for the ownership of the real property to remain separate from the ownership of
ActivCare at Bressi Ranch’s operations because we expect that any lender with whom we would refinance our
senior loan would require restrictions on distributions of the cash flow of its borrower (Bressi Development). Below
is a description of the material terms of the lease.

Lease Landlord: Bressi Development LLC
Lease Tenant: R.A.C. Bressi, LP
Leased Premises: 2.5 acres of land that consists of our property and the improvements to be

constructed thereon.

Ownership of Improvements: During the term of the Lease and afterwards the imprdvements shall
remain the property o the landlord, Bressi Development

Term: 25 years from the commencement date

Rent: Rent shall commence being payable when the senior loan enters the post-
construction period, and rent shall be equal to the monthly payments
required under the terms of the senior loan and the subordinated loan,
which we anticipate will be equal to $35,000 per month, if interest rates
remain the same. Rent will increase if the monthly payments under our
senior loan increase. If interest rates remain the same, when the post- .
construction period begins we expect our debt service, and therefore our
rent, will equal $50,328 monthly. Our monthly payments under our senior
loan will increase if interest rates increase and our rent payments will
increase accordingly. See “Description of Our Property — Description
of Our Senior Loan”.

The tenant shall also pay as additional rent all utilities, real estate taxes,
personal property assessments, all insurance required by the senior loan.

Renewal Option: The Lease contains no Renewal Option for either the Landiord or the
Tenant. ’ '

Construction: Under the Lease, the landlord is required to construct the improvements to
be built on the property in order to permit the tenant to operate our
business.

Repairs and Maintenance: Tenant shall be solely responsibility for cleaning, repair and maintenance

of the property and the improvements, including exterior walls, load
bearing walls, roof and structural elements of the improvements.
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Casualty and Eminent In the event of a casualty tenant is fully responsible for repairing and

Domain: rebuilding the improvements. Rent under the Lease will not change or
abate during any such rebuilding period. Tenant or landlord may
terminate the Lease if the casualty occurs in the last three years of the
Lease term or the costs of repair exceed 25% of the full replacement value -
of the improvements. Further in the event that insurance proceeds do not
cover at least 80% of the rebuilding costs, either party may terminate the
Lease. If any portion of the Property is taken by power of eminent
domain, then the Lease shall terminate, and all proceeds from such taking
shall be property of the landlord.

Estoppel Certificate: Each party shall execute an Estoppel Certificate within 5 days of a request
by the other party.

Insurance: Tenant is responsible for maintaining insurance in compliance with the
terms of the senior loan. The landlord shall be named as an additional
insured.

Hazardous Materials: The landlord is responsible for any hazardous materials that may be found
on the property, to the extent that the tenant is not responsible for such
materials.

Defaults: The following shall constitute a default by the tenant under the Lease:

e The failure to pay when due any sums owed to the landlord under

the Lease;

The abandonment of the premises by the tenant;

The failure of the tenant to do any of the actions required of it
under the Lease;

e  The tenant making an assignment for the benefit of creditors or
the filing of a bankruptcy petition naming the tenant as a debtor,
which petition is not dismissed within 60 days, the appointment
of a receiver, or the judicial seizure of all or substantially all of
the tenant’s assets. :

Description of the Management Agreement

We believe that it initially will be most cost effective to outsource the management and operation of .
ActivCare at Bressi Ranch to Health Care Group. Accordingly, our prospective subsidiary, RAC Bressi has entered
into a management agreement with Health Care Group, which agreement is enclosed on CD-ROM with this
Offering Circular as Appendix D1. See “INTEREST OF MANAGEMENT AND OTHERS IN CERTAIN
TRANSACTIONS AND OTHER CONFLICTS OF INTEREST — Management Agreement.” Pursuant to this
agreement, we will be obligated to pay Health Care Group an annual fee equal to the greater of (a) $18,000 per
month, or (b) 5.0% per month of the gross revenues from operations. The management fee is payable on the first of
the month in advance, and to the extent that 5.0% of gross revenues from operations exceeds $18,000 for any given
month, Health Care Group is paid the difference at the end of such month. The term of the management agreement
will be for 10 years from the date ActivCare at Bressi Ranch is placed in service, and the management agreement
shall be extended for one-year terms prior to the end of the current terms unless either party gives the other written
notice within 90 days’ prior to the end of such term. '

During the term of the management agreement, Health Care Group will generally be responsible for operating
ActivCare at Bressi Ranch on our behalf. Health Care Group shall solely be responsible for the following duties: the
hiring and firing of the personnel necessary to operate and maintain the Facility, establishing the rates and charges
for the services provided by ActivCare at Bressi Ranch, negotiate with tenants and prospective tenants with respect
to occupancy, the facilities, and their payment of rent. Health Care Group’s operation of ActivCare at Bressi Ranch
must at all times substantially conform to an annual budget that they will provide, and we will approve. Health Care
Group shall provide computer services to us at ActivCare at Bressi Ranch necessary for the operation of ActivCare
at Bressi Ranch and shall maintain appropriate books and records on our behalf. Health Care Group shall also
negotiate with and engage contractors and suppliers if any improvements are needed to be made to ActivCare at
Bressi Ranch. However, Health Care Group shall be required to seek our prior consent before purchasing capital
assets in excess of $10,000 at one time, or $25,000 during any calendar year that are not provided for in the
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approved annual budget. Finally, Health Care Group shall maintain insurance coverage in compliance with the
terms of the senior loan. Health Care Group will pay on our behalf the operating expenses incurred in connection
with their operation of ActivCare at Bressi Ranch. We shall be responsible to pay the operating expenses of
ActivCare at Bressi Ranch if the funds from operations are insufficient to pay for all operating expenses. Messts.
Chance, Shetter and Moriarty and Ms. Barnard are the executive officers and directors of both Health Care Group
and Income Property Group, our manager. Therefore, the same individuals will be making decisions for Health
Care Group as will be making decisions for us.

Under the terms of the management agreement, we are granted a license by Health Care Group to use the
ActivCare® name, brand and materials in connection with the ownership, advertising and operation of ActivCare at
Bressi Ranch. Such materials include the memory care techniques, program manuals and related trademarks
associated with the ActivCare® brand. Further, we are obligated to use these materials in connection with the
management and operation of ActivCare at Bressi Ranch. Accordingly, if the management agreement is terminated
for any reason, so too is our license to use these materials, and we will be required to develop and employ other
methods in connection with the operation of our business, or seek another third party management company who
can operate the former ActivCare at Bressi Ranch in a similar manner.

Health Care Group is required by the management agreement to utilize its standard, developed management
techniques to provide a high standard of resident care and operating efficiency during the term of the management
agreement. If Health Care Group fails to maintain the applicable government licenses or approvals for ActivCare at
Bressi Ranch, or fails to perform its obligations under the management agreement, or fails to operate ActivCare at
Bressi Ranch in compliance with the approved budget, we may terminate the management agreement “for cause”
without waiting for the end of the current term. :

Description of Health Care Group and its Services

We have engaged Health Care Group to operate ActivCare at Bressi Ranch on our behalf. Health Care
Group was formed in 1981 and managed nine total senior housing and care communities through September 1,
2011, eight of which are located in California and one is located in Alabama. Health Care Group elected not to
renew its management agreements relating to seven of the senior housing and care communities as of September 1,
2011 in order to focus on developing and managing freestanding memory care communities based on its
ActivCare® program, such as ActivCare at Bressi Ranch. Health Care Group has further determined that it is in its
best interests to cease management of the facility in Alabama in order to focus on operations in southern California.
Following the expiration of the management agreements relating to the above described seven facilities, and the
cessation of management of the Alabama facility, Health Care Group now operates only one facility excluding ours.
The nine facilities that Health Care Group managed through September 1, 2011 contained 1,946 beds, and the
facility (excluding ours) that Health Care Group currently manages contains 126 beds. .

In 1988, Health Care Group sponsored and began management of its first stand-alone, purpose-built,
Memory Care community (which become the model for ActivCare®), where Health Care Group developed its 24-
hour residential services model to combine the benefits of day-time memory care facilities with 24-hour assisted
living facilities. Health Care Group has been a leader in the memory-care and the assisted living industry in
California, and has sponsored legislation (SB 481 and SB 732) regarding the licensure of secured perimeter memory
care facilities. :

Description of the Assisted Living Industry

Our company’s business, the operation of ActivCare at Bressi Ranch, is a part of an industry known as the
assisted living industry. The term “assisted living facility” generally refers to a facility that provides housing,
supportive services, personalized assistance with activities of daily living and healthcare to its residents, and such
facilities are usually licensed, certified or registered by the state in which they operate. Seniors who choose assisted
living receive assistance customized to their needs and benefits that enrich their lives and promotes independence
and wellbeing. Most assisted living facilities are required to maintain available staff at all times to meet both
scheduled and unscheduled needs.

Demand

Across the United States, the elderly population is rapidly increasing, which has resulted in an expansion of
the senior housing and long-term care industries. The U.S. Bureau of the Census estimates that between 1990 and
2050, the number of Americans aged 65 and older will more than double (from 31 million in 1990 to more than 79
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million in 2050). Over the next five years the fastest growing age group is expected to be the 65+ population. In the
United States, the proportion of the population made up of persons 65 years of age or older is projected to increase
from 12.4% of the population in 2000 to 20.7% by 2050 because of the aging of the baby boom generation and
increased longevity. The implications of this increase on the delivery and financing of healthcare will be profound,
because elderly persons use healthcare services at a greater rate than younger persons. The larger number of elderly
persons will also place greater pressure on the budget for the Medicare program and other government programs,
such as Medicaid, which pays for about half the total costs of nursing home care.

The total projected expenditure for all services from the age of 65 years until death is $164,505. Of this
amount, $105,342 is for Medicare plus cost sharing, $34,205 is for nursing home care not covered by Medicare,
$11,428 is for home health care not covered by Medicare, $9,546 is for prescription drugs and $3,984 is for vision,
dental care and durable medical equipment (see following table). Total expenditures from the age of 65 years until
death rise substantially with longevity, from $31,181 for persons who die at the age of 65 years to over $200,000 for
those who die at the age of 90 or older.

New Construction Activity

To meet this increase in demand for senior housing there has been an increase in construction of dwellings
for individuals over the age of 65. The American Seniors Housing Association and the National Investment Center
for the Seniors Housing and Care Industry identified a total of 2,035,303 existing units in the 100 largest
metropolitan areas of the country, and of those, 41,040 senior apartments, assisted living units, independent living
units, dementia care units and nursing care units are under construction. The 2009 report identified 420 new or
expanding senior housing properties under construction containing 41,040 units/beds. These numbers reflect
construction activity within freestanding, combined and continuing care retirement community properties.

The senior properties tracked include a small number of HUD Section 202 properties and other types of
affordable properties, in addition to market rate rental senior apartments. The number of senior housing units under
construction in 2009 (420) is less than was being constructed in 2008 (461) and lower than the survey’s peak year
(1998) in which 614 senior housing properties were reported to be under construction. Including the units in
expansions to existing properties, senior apartments account for 27% of all senior housing units under construction.
There are 12,656 new independent living units under construction in the 100 largest metropolitan areas. Including
the units in expansions to existing properties, independent living units account for 31% of all senior housing units
under construction. There are 7,793 new assisted living units under construction in the 100 largest metropolitan
areas. Including the units in expansions to existing properties, assisted living units account for 19% of all senior
housing units under construction. There are 2,810 new dementia care units under construction in the 100 largest
metropolitan areas. Including the units in expansions to existing properties, dementia care units account for 7% of
all senior housing units under construction. Data collected in 2009 reveals that independent living units represent
31% of the total national sample of seniors. housing units under construction, followed by senior apartment units
(27%), assisted living units (19%) and dementia care units (7%). The balance is comprised of nursing care units
(16%).

California Regulatory Overview

The following summary describes material provisions of California law related to the operation of a senior
assisted living facility in the state of California, but it is not an exhaustive or complete descriptions of California’s
laws related to the operation of a senior assisted living facility such as ActivCare at Bressi Ranch.

Because our company’s ActivCare at Bressi Ranch facility will be located in the state of California, we will
be required to comply with California state laws, regulations and licensing procedures regarding the ownership and
operation of an assisted living facility. The Department of Social Services, Community Care Licensing Division
licenses assisted living facilities and adult day care centers in California. Senior assisted living facilities, such as the
anticipated ActivCare at Bressi Ranch Facility, are licensed as Residential Care Facilities for the Elderly (“RCFE”).
Two new laws enhancing resident protection took effect in 2009. The first, Health and Safety (H&S) Code Section
1569.658 requires licensees annually to disclose rate increases from the previous three years of operations to
prospective residents. The second, H&S Code Section 1569.695 requires licensees to establish plans for sheltering
residents for up to 72 hours in the event of an emergency or disaster. In addition, the State of California does not
offer its residents or those that provide senior living facilities any waivers or reimbursements that would allow the
residents or providers to obtain reimbursements for the costs and expenses associated with residing in a facility like
ActivCare at Bressi Ranch from federal or state health programs, such as Medicare or Medicaid. Accordingly, our
residents will be solely responsible for paying their expenses in connection with residing at ActivCare at Bressi
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Ranch.

An RCFE is a housing arrangement chosen voluntarily where 75% of the residents are 60 years of age or
older and where varying levels of care and supervision are provided, as agreed to at the time of admission or as
determined at subsequent times of reappraisal. Younger residents must have needs compatible with other residents.
An admission agreement must be completed prior to a resident being accepted. The agreement must include
available basic and optional services, service rates, payment provisions and refund conditions. Written notice must
be given to a resident 60 days prior to any basic rate change. Admission agreements should also disclose:

A comprehensive description of any items and services provided under a single fee;

A description and schedule of all items and services not included in the single fee;

A description of any preadmission fee (a licensee cannot require a preadmission fee from a
recipient under the State Supplementary Program for the Aged, Blind and Disabled);

An explanation for the use of third-party services;

A comprehensive description of billing and payment policies and procedures;

Conditions under which rates may be increased;

Policy concerning family visits and refunds; and

Conditions under which the agreement may be terminated.

e o o o o

The agreement should also include eviction policies and procedures and information about the facility’s closure plan
in the event of a closure.

Scope of Care

An RCFE may provide assistance with activities of daily living, observation and reassessment, postural
support that can be released by the resident, and other types of care as well as other incidental medical services.
These incidental medical services include administration of oxygen, catheter care, colostomy/ileostomy care,
contractures, diabetes, enemas/suppositories, incontinence, inj ections, intermittent positive pressure breath machine,
Stage 1 and II dermal ulcers and wound care. Health-related conditions specified in regulations can be cared for as
long as the applicable RCFE regulations are followed and those procedures and services requiring a nurse or
physical therapist are provided by the appropriately skilled professional. Terminally ill residents may remain in the
facility and receive services from a hospice agency. The facility staff, however, is still prohibited from providing
any care beyond that allowed within the parameters of the RCFE license.

There are several residential requirements that exist for the benefit of both the facility and the residents.
Residents may not be admitted if they have active communicable tuberculosis; require 24-hour skilled nursing or
intermediate care; have a mental disorder resulting in ongoing behavior that would upset the general resident group; -
would require a greater amount of care and supervision than the other residents; or cannot generally benefit from the
program services available at the facility. Residents must be assessed prior to move-in, however, there is no
standardized form required. Residents diagnosed by a physician as having dementia may be admitted if certain
requirements are met, including an annual medical assessment, adequate supervision, enhanced physical plant safety
requirements (including a secure perimeter) and an appropriate activity program. A 30-day notice may be issued by
the facility for: nonpayment of the basic services within 10 days of the due date; failure to comply with the state or
local law; failure to comply with general facility policies; the resident is no longer appropriate for the facility and
level of care; or if there is change in the use of the facility. If evidence supports that a resident is a threat to himself
or others, a three-day eviction notice may be granted.

Facility Requirements

The California regulations allow for private or semiprivate resident rooms, which must be of sufficient size
to allow for easy passage of the resident and equipment. A maximum of two residents is allowed per resident room.
Private and shared toilets, bathing and lavatory facilities are permitted. There must be at least one toilet and
washbasin per six persons and one bathtub or shower for each 10 persons including residents, family and facility
dwelling staff. Prior to being licensed, each facility must secure and maintain an appropriate facility fire clearance
approved by the fire authority have jurisdiction.

For residents having dementia, use of egress alert devices, delayed egress and locked facility doors and
perimeters are allowed if specified additional requirements are met. Delayed egress and locked doors/perimeters
require special fire clearances, and are only allowed with approval from state regulators. Resident and/or
responsible person consent is required prior to use of delayed egress devices or locked facility doors.
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Staffing Requirements

In RCFEs caring for 16 or more residents, there must be awake night staff, In facilities with
dementia residents, there must be an adequate number of direct care staff to support each resident’s physical, social,
emotional, safety and health care needs as identified at time of admission or reassessment. A site administrator must
complete a 40-hour initial Certification Training Program from one of the department’s approved training vendors
and pass a written test. Nursing home administrators must complete 12 of the 40 hours in areas of laws and
regulations, use and misuse of medication, and resident admission, retention and assessment procedures if they
possess a valid Nursing Home Administrator license. Nursing home administrators with a current and valid
administrator’s license are exempt from taking the test administered by the department.

To administer a facility licensed for 16 or more residents, an administrator must have specified
college or continuing education credits and must have at least one year’s experience providing residential care to the
elderly. All employees in facilities of 16 or more residents must complete 16 hours of initial training, including eight
hours of shadowing training. Direct care staff must pass an exam and complete additional training per 12-month
period. Facilities must retain documentation that proves a consultant pharmacist or nurse has reviewed the facility’s
medication program and procedures at least twice a year.

Al staff who assist residents with personal activities of daily living must receive at least 10 hours
of training within the first four weeks of employment and at least four hours annually thereafter. Staff providing
direct care to residents must complete a first aid course by such agencies as the Red Cross and each RCFE shall
provide training in recognizing and reporting elder and dependent adult abuse. Prior to admission of a resident with
a restricted health condition, the licensee shall ensure that facility staff who will participate in meeting the resident’s
specialized care needs complete training provided by a licensed professional to meet those needs, which should
include hands-on instruction in general procedures and resident-specific procedures.

‘Administrators must complete 40 hours of continuing education units every two years in areas
related to any of the uniform core knowledge areas and must include eight hours in Alzheimer’s disease and
dementia training. Administrators that hold a current license are only required to complete 20 of the 40 hours of
continuing education.

Regional Analysis

ActivCare at Bressi Ranch will be located in the city of Carlsbad in San Diego County, California. Situated
in the northern portion of the county, Carlsbad is a coastal community recognized for its scenic location, low
population density, city ordinances protecting sensitive wildlife habitats and for maintaining strict policies -
governing the amount of land within city limits available for development of any kind. Land is a premium and, thus,
real estate is expensive even by southern California standards. The annual Forbes Magazine, which ranks the most
expensive zip codes in the U.S., ranked Carlsbad zip codes as some of the most expensive in the nation. The city
encompasses a total land area of 40.8 square miles with an estimated population density of 2,565 persons per square
mile. :

Between 2000 and 2009, the population in the U.S. grew 9.0% and is expected to grow 5.1% over the next
five years. From 2000 to 2009, the population in San Diego County grew 8.9% and is expected to grow 6.0% over
the next five years. During the same period, the population in Carlsbad grew 27.2% and is expected to grow 12.2%
over the next five years. Over the next five years, the general population is projected to increase by 12,179 in
Carlsbad and increase by 183,367 in San Diego County. Source: Valuation and Information Group.

Between 2000 and 2009, the 75 and older population in the U.S. grew 13.7% and is expected to grow 7.7%
over the next five years. From 2000 to 2009, the 75 and older population in San Diego County grew 13.0% and is
expected to grow 2.4% over the next five years. During the same period, the 75 and older population in Carlsbad
grew 33.1% and is expected to grow 5.9% over the next five years. Over the next five years, the 75 and older
population is projected to increase by 426 in Carlsbad and increase by 4,223 in San Diego County. Source:
Valuation and Information Group.

Between 2000 and 2009, the 85 and older population in the U.S. grew 35.4% and is expected to grow
13.5% over the next five years. From 2000 to 2009, the 85 and older population in San Diego County grew 49.2%
and is expected to grow 11.6% over the next five years. During the same period, the 85 and older population in
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Carlsbad grew 88.4% and is expected to grow 19.7% over the next five years. Over the next five years, the 85 and
older population is projected to increase by 419 in Carlsbad and increase by 6,296 in San Diego County. Source:
Valuation and Information Group.

Between 2000 and 2009, the households in the U.S. grew 9.3% and are expected to grow 5.2% over the
next five years. From 2000 to 2009, the number of households in San Diego County grew 8.4% and is expected to
grow 5.9% over the next five years. During the same period, the number of households in Carlsbad grew 26.5% and
is expected to grow 12.1% over the next five years. Over the next five years, the number of households is projected
to increase by 4,828 in Carlsbad and increase by 63,252 in San Diego County. Source: Valuation and Information

. Group.

Between 2000 and 2009, the household size in the U.S. declined 0.3% and is expected to decline 0.1% over
the next five years. From 2000 to 2009, the household size in San Diego County grew 0.5% and is expected to grow
0.1% over the next five years. During the same period, the household size in Carlsbad grew 0.6% and is expected to
grow 0.1% over the next five years. Source: Valuation and Information Group.

Population is expected to increase in the city, county and nation over the next five years. The 75-plus
population is expected to increase slightly in the city and county over the next five years. Average and median
incomes are expected to increase in the city, county and nation over the next five years. Based upon the increase in
the overall population in the city and county, the slight increase in the 75-plus population in the county, coupled
with income gains, we believe demand for our assisted living services will increase. Source: Valuation and
Information Group.

ActivCare at Bressi Ranch is located in a newly developed, growing planned community in the well-
developed suburban community of Carlsbad. Its primary competitors will be located in Carlsbad and the
neighboring cities of Vista, San Marcos and Encinitas. Based on a market analysis performed on behalf of our
manager by Valuation & Information Group, residents of this north county area do not generally travel to urban San
Diego in search of retirement living, nor does the reverse generally occur. Areas north and east of Carlsbad are
sparsely populated for many miles. The area directly north of ActivCare at Bressi Ranch, which extends to the
southern border of Oceanside, is undeveloped and mountainous. Therefore, the northern border of the primary
market area, or PMA, from which ActivCare at Bressi Ranch is expected to draw most of its residents is defined as
the southern edge of Oceanside due to the fact that residents must travel west or east around this mountainous area
in order to access our area. The southern border of the PMA is defined as the southern edge of Carisbad. The
eastern border is Highway 78 and Rancho Santa Fe Road, which run along the north side of undeveloped
mountainous terrain. The western border is the Pacific Ocean. The secondary market area, which is the area from
which it is expected that we will draw the remainder of our residents, is considered to be the remainder of
metropolitan San Diego. '

Primary Competitors

Within the primary market area there are six operating competitors that offer assisted living/memory care
services. The market study defines our primary market area as the area from which 70-90% of our intended
residents will be drawn and describes it geographically as containing the towns of Carlsbad, Vista, San Marcos and
Encinitas. The secondary market area is the area from which the remainder of the intended residents will be drawn,
which the market study defines as the balance of the San Diego Metropolitan Area. Our primary competitors have,
in the aggregate 545 beds, which as of the date of the market study, were 97.3% occupied. The specific memory-
care beds offered by our competitors were 99.3% occupied. Our intended rates for services will generally be similar
to those of our competitors; however, our highest rates will be higher than the highest rates charged by our
competitors, and our lowest rates will also be higher than the lowest of our competitor’s rates. However, we believe
that because our rates are all-inclusive that overall our rates will be generally lower than the sum of the rates charged
by our competitors for similar services. Source: Valuation and Information Group.

All of our competitors provide the same basic services that will be included in our basic rate. Specifically,
these services include: meals, housekeeping, linen service, transportation services, utilities, maintenance, structured
activities and social services. In addition, they all also provide medication management and all but one provide
secured Alzheimer’s housing. Like us, each competitor expects its residents to pay individually for their services,
and none rely on social security, Medicare or Medicaid for reimbursement of their services. Our residents will be
required to independently pay our rates and will not be entitled to rely on government assistance programs because
the State of California does not offer its residents (or its senior living providers) waivers or reimbursements from
federal or state health programs, such as Medicare or Medicaid. The main difference between us and our
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competitors (besides the ActivCare® specific program) is that we offer an all-inclusive plan, while our competitors
generally offer only an a la carte rate structure. We believe that the all-inclusive rate structure is beneficial because
it allows residents and their guardians to better budget for living expenses.

The market study indicated that the demand for assisted living/memory care facilities would increase over
the next several years because the overall population was expected to increase during that timeframe and the
percentage of the population that was over the age of 65 was also expected to increase, which we expect to result in
an increase demand for assisted living/memory care facilities. Source: Valuation and Information Group.

DESCRIPTION OF OUR PROPERTY

General

The land upon which ActivCare at Bressi Ranch is constructed consists of a 2.5 acre unimproved parcel of
land within a master-planned community known as “Bressi Ranch” located in Carlsbad, San Diego County,
California, or the Property. The Property was acquired by Bressi Holding from a third-party seller in December of
2004 for $550,384.98. In October of 2008, Bressi Holding submitted project development plans to the City of
Carlsbad, or the City, for a residential memory care facility to be constructed on the Property. The City approved a
Conditional Use Permit for the project development plans in June of 2009. Construction of ActivCare at Bressi
Ranch was completed as of October 14, 2011.

The Property is physically situated in the southwest quadrant of the intersection of Nygaard Street and
Town Garden Road in Carlsbad, California. The Property is bound to the north by Town Garden Road and across
from a condominium complex. To the northeast of the Property is the Bressi Village shopping center. The south of
the Property is bound by Paradise Road, across which are single-family homes. The east of the Property is bound by
Nygaard Street, across which is a park. To the west of the Property is Cottage Drive, across which are single-family
homes.

A Phase I environmental assessment of the Property was prepared in July of 2009, or the 2009 Phase I, with
respect to a proposed mortgage loan on the Property. The 2009 Phase I was conducted in accordance with ASTM
Practice E 1527-05 and with portions of the U.S. Department of Housing and Urban Development Multifamily
Accelerated Processing Guide, Chapter 9. The purpose of the study was to identify if any recognized environmental
conditions, or REC’s, existed at the Property, which means the preparer was looking to identify the presence or
likely presence of any hazardous substances or petroleum products on the Property under conditions that indicate an
existing release, a past release, or a material threat of a release of any hazardous substances or petroleum products
into structures on the Property or into the ground, ground water or surface water of the Property. The 2009 Phase I
report concluded that no evidence of REC’s was identified at the Property. The only de minimis condition identified
at the Property, meaning a condition which generally does not present a threat to human health or the environment -
and that generally would not be the subject of an environmental enforcement action, was a trench plate located at the
southwest portion of the Property that was reportedly left behind from previous residential construction activity in
the area. The report also noted that no evidence of the disposal of hazardous substances or petroleum products was
observed on the Property.

Bressi Ranch is located approximately four miles east of downtown Carlsbad, California, and is a master-
planned, mixed-use community featuring eight residential neighborhoods and approximately two million square feet
of planned commercial and industrial space in campus-style office parks. Bressi Ranch also features 187 acres of
dedicated natural open space in eight distinct parks. The area is served by the Carlsbad Unified School District and
the private Pacific Ridge School. Bressi Ranch has a community center known as “The Village Club”, which is a
Monterey-Bay design containing an Olympic-sized lap swimming pool, a spa, a wading pool, outdoor fireplaces and
barbeque areas, a kitchen area and event space. The community also features various restaurants and shopping in an
area known as “Bressi Village™.

ActivCare at Bressi Ranch

ActivCare at Bressi Ranch consists of a 50-unit, 80 accommodation (beds), single-story building containing
39,400 square feet, with residential accommodations for seniors requiring memory care services. The building has
four wings with unique accommodations. One wing is designed to accommodate residents with mild cognitive
impairment. These residents need a programmed environment but do not need a secured perimeter, as they do not
have a propensity to wander. Two of the four wings are dedicated to the ActivCare® program, a proprietary care
and activity program designed and owned by Health Care Group, for those residents with Alzheimer’s disease and
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other dementia related disorders. These residents’ cognitive issues have progressed to a level where they have a
diagnosis of dementia and are in need of an enhanced program and a secured perimeter.

The fourth wing of the building is the ActivCare® Plus area, another proprietary care program designed by
Health Care Group, which is dedicated to residents who have a diagnosis of dementia, and the progression of the
disease has impacted their physical well-being. These residents have become transfer and wheelchair dependent,
and the ActivCare® program is modified to meet their needs based upon their diminished physical capacity.
Comprehensively, ActivCare at Bressi Ranch is designed to meet the needs of residents with Alzheimer’s disease
and other forms of dementia throughout the disease process, and the configuration of the building will allow Health
Care Group to program each area to meet the changing needs of each resident. Services provided to all residents
will include 24-hour care, three meals daily and snacks, assistance with bathing and dressing, medication
supervision, housekeeping and laundry, transportation to medical appointments, planned daily activities, telephone
and cable TV available in all rooms and an onsite barber/beauty salon.

The goals of the ActivCare® program are to provide its residents with comfort and a feeling of community,
while providing the residents with the level of care they require, which is based on their level of cognitive
functioning and impairment. The ActivCare® program is designed to provide compassionate care and promote self-
esteem by providing residents with a structured, daily routine of therapeutic activity programs, which we believe
(and research has demonstrated) restores feelings of usefulness and sociability to individuals that would otherwise
become frustrated and withdrawn as their level of functioning deteriorates. The types of activities offered at
ActivCare® include memory-exercising activities, creative workshops, and interactive indoor and outdoor pursuits.
The ActivCare® program also involves social activities on a regular basis that involve family and friends of the
residents.

ActivCare at Bressi Ranch is licensed by the State of California as a Residential Care Facility for the
Elderly, or RCFE, and all units in the building are licensed to permit the delivery of non-ambulatory assisted
living/memory care services along with an expanded plan of operation that addresses the level of care needed by
residents with dementia that permits us to house residents with dementia. This licensure permits residents to receive
any level of memory care services, depending on their needs, without having to relocate within the building.
Further, we will require of each potential resident, prior to admittance, a current physician’s report as well as an
assessment by a member of the manager’s staff to assess the individual’s level of functioning and help us tailor a
program to suit that person’s needs. We received our RCFE license from the State of California Department of
Social Services on November 4, 2011.

We generally intend to enter into resident agreements providing individuals a room or a bed, in addition to
other services, on a monthly basis, which resident agreements will automatically renew for an additional month
unless the resident provides 30-days’ notice prior to moving out. We expect residents to pay us directly for our
services, and we will not bill a third-party (i.e., an insurance provider, or Medicare) for reimbursement. However, -
residents will be able to seek reimbursement independently, but they shall remain solely responsible for the payment
of their bill.

Summary of Market Study

We are in possession of a market study of a proposed assisted-living facility at the site of our facility,
prepared by Valuation & Information Group, and dated as of July 10, 2009. This market study is enclosed with this
offering circular on CD-ROM as Appendix G1. The purpose of the market study was to provide an opinion on the
feasibility, as of July 6, 2009, for an assisted-living facility at the site of our ActivCare at Bressi Ranch facility. In
order to make such a determination, Valuation & Information Group analyzed (i) current and projected
demographics and income information regarding the proposed facility’s primary market area, as determined by
Valuation & Information Group, (ii) the projected size of the proposed facility and projected rates for
accommodations provided by Health Care Group, and (iii) the potential competitors for our facility in our primary
market area. After performing such analysis, Valuation & Information Group determined that it was of the opinion
that there was sufficient demand to support as proposed assisted living facility, at the site of our facility, as of July 6,
2009. Valuation & Information Group also projected a stabilized occupancy rate of 95% for the proposed facility,
and projected a period of 3.2 months to stabilization with respect to the assisted-living beds in the proposed facility
and 12.9 months to stabilization for the memory care beds in the proposed facility. Valuation & Information
Group’s conclusions and projections in the market study speak only as of July 6, 2009, and have not been
updated or reaffirmed since such date. The conclusions and projections in the market study are based on
certain information provided by Health Care Group, including the projected facility size and rates, which
was not independently verified by Valuation & Information Group. The market study is made subject to
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the Company or its operations, these are solely the projections of Valuation & Information Group and are
not the projections of our management. The market study is made subject to several assumptions and
limiting conditions by Valuation & Information Group, and you should read the section entitled “Statement
of Facts and Limiting Conditions” in the market study.

Summary of Appraisal

An appraisal of our proposed facility was prepared by Valuation & Information Group, and dated as of
February 8, 2010. This appraisal is enclosed with this offering circular on CD-ROM as Appendix G2. The purpose
of the appraisal was to estimate the value of the proposed facility upon completion of construction and upon
stabilization of occupancy. The appraiser used three separate valuation methods, the cost approach, the sales
comparison approach and the income capitalization approach. The appraiser used the sales comparison approach to
determine the value of the land upon which our facility is built to be $2,940,000 as of January 27, 2010. Valuation
& Information Group used the income capitalization approach to estimate the as completed (but unoccupied) value
of the proposed facility at $12,150,000, as of February 1, 2011. Finally, Valuation & Information Group used a
combination of the sales comparison approach, the cost approach and the income capitalization approach to estimate
the stabilized value of the proposed facility, as of February 1, 2012, to be $13,200,000.

Valuation & Information Group considered the income capitalization approach the best indicator of the
value of the proposed facility. In using the income capitalization approach, the appraiser first estimated the
proposed facility’s net operating income (NOI) at stabilization as $1,315,813. To produce this estimate, Valuation
& Information Group relied upon a stabilized operating budget it created using its estimated stabilized occupancy
rate, as well as the projected number of beds, types and rates per bed previously provided by Health Care Group.
Valuation & Information Group also projected operating expenses at stabilization of the facility, based in part on
projections provided at the time by Health Care Group, that were then revised by the appraiser based on its own
analysis of operating data at facilities it determined to be competitive with our own. Then, in order to process the
estimated operating cash flow into a value of the proposed facility, Valuation & Information Group determined a
capitalization rate of 10.0% by assessing the capitalization rates of similar recent sales in light of the current market
conditions. Finally, the projected NOI was multiplied by the capitalization rate to produce an estimated value under
the income capitalization approach of $13,158,131.

Valuation & Information’s Group’s conclusions and valuations in the appraisal speak only as of the
date of the appraisal, and have not been updated or reaffirmed since such date. The projected financial or
operating information prepared by, or provided to, Valuation & Information Group and presented in the
appraisal are not our management’s projections of our economic performance or our operating expenses for
our facility, and should not be viewed as such. The appraisal is made subject to several assumptions and
limiting conditions by Valuation & Information Group, and you should read the section entitled “Statement
of Facts and Limiting Conditions” in the appraisal.

Loans and other Encumbrances
Loans

Our Property is encumbered by the first position lien of our senior lender and by the second position lien of
our subordinated lenders. See “DESCRIPTION OF OUR BUSINESS — Construction and Construction
Financing — Description of our Senior Loan” for a more detailed description of our senior loan and see
“INTEREST OF MANAGEMENT AND OTHERS IN CERTAIN TRANSACTIONS AND OTHER
CONFLICTS OF INTEREST — Land Purchase and Subordinated Debt — Description of our Senior Loan” for
a more detailed description of our subordinated loan. Our senior loan has a maximum principal amount of
$8,000,000 with an outstanding balance of $7,402,950.31 as of November 1, 2011, which balance is expected to
increase to $7,953,887.41 as of the date of funding of our most recent draw request made on November 11, 2011,
Our senior loan will remain outstanding following the closing of this offering. Our subordinated loan had an
original principal amount of $1,563,000 and is expected to be paid off, and our subordinated lenders’ lien released,
as of the closing of this offering. The anticipated payoff amount for our subordinated loan is $1,685,000 assuming
this offering closes as of December 31, 2011.

Other encumbrances affecting our Property

Our Property is subject to various agreements, including easements and restrictive covenants entered into
by us or by predecessors-in-interest which run with the land and continue to affect our property while we continue to
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own it and operate ActivCare at Bressi Ranch on it. These are agreements with which we must comply and ensure
that Health Care Group complies with while it manages and operates ActivCare at Bressi Ranch on our behalf. The
following are summaries of these agreements that we believe are most significant to Class A Members:

(@ Our Property lies within Community Facilities District No. 3 of the Carlsbad Unified School
District and accordingly, we will pay a special assessment each year that is allocated to fund certain educational
costs within the Carlsbad Unified School District.

(b) Our Property is subject to certain indemnity agreements in favor of the City of Carlsbad that relate
to the development of our Property. Specifically, as the owner of our Property we have agreed to hold the City of
Carlsbad harmless in connection with any claims that may arise with respect to water drainage or certain geological
failures that may affect our Property.

© Our Property is subject to a declaration of covenants and restrictions that requires us to develop
ActivCare at Bressi Ranch in conformance with the overall Bressi Ranch development guidelines. Further, we are
required to complete construction within fifteen months of construction commencement. Upon issuance of a
certificate of occupancy for ActivCare at Bressi Ranch we are entitled to have this encumbrance released from our
Property. We received our certificate of occupancy on November 7, 2011.

@ Our Property is subject to an option agreement in favor of Bressi Gardenlane, LLC, a Delaware
limited liability company, which is the developer of the overall Bressi Ranch development. The option agreement
would permit Bressi Gardenlane, LLC to acquire our Property in certain circumstances, but this agreement is
terminated upon issuance of a certificate of occupancy for ActivCare at Bressi Ranch. We received our certificate of
occupancy on November 7, 2011.

(e) Use of our Property is restricted by a Conditional Use Permit, which was issued by the City of
Carlsbad, and a memorandum of which is recorded against the Property. Specifically, our use of our Property must
comply with the conditional use permit, which permits us to use the Property as an assisted living facility.

® ‘Our Property is subject to an agreement that requires that we use best management practices with
respect to possible storm water runoff during our construction process to ensure that we do not contaminate the
storm drains with construction debris.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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MANAGEMENT
Manager

Our company is a manager-managed limited liability company, therefore, we do not have a Board of
Directors, or executive officers. Rather, our day-to-day affairs are controlled by our manager, Income Property
Group. Income Property Group has the sole power to manage our company’s day-to-day affairs and may bind our
company to contracts. See “DESCRIPTION OF SECURITIES OFFERING - Description of our Operating
Agreement.” Income Property Group unilaterally controls our management, subject to the rights of the Class A
Members to consent, as a group, to certain major decisions, as more fully described below in “- Major Decision
Rights.” Income Property Group does not receive compensation for acting as our manager. The business address of
Income Property Group’s offices is 9619 Chesapeake Drive, Suite 103, San Diego, California 92123. Income
Property Group provides corporate management for other entities owning memory care facilities, similar to
ActivCare at Bressi Ranch, but none of the facilities owned by entities for which our manager provides corporate
management are expected to compete with ActivCare at Bressi Ranch for residents because they are located outside
our target area for drawing our residents. In addition, Health Care Group currently manages one other senior living
facility, which also uses the ActivCare® program, but this facility is not expected to compete with ActivCare at
Bressi Ranch because it is located outside our target area for drawing our residents.

We will rely on the officers and directors of Income Property Group to manage our business. W. Major
Chance, B. Renee Barnard, D. Kevin Moriarty and Todd A. Shetter are the executive officers and directors of
Income Property Group and each of them beneficially owns 25% of the issued and outstanding stock of Income
Property Group. The executive officers and directors of Income Property Group will not be paid any salary or
benefits by us; however each of the four executive officers and directors of Income Property Group received Class C
membership interests and Class C limited partnership interests in Bressi Development and RAC Bressi, as
applicable, in return for the services to be performed by them for such entities.

Remuneration of Executive Officers and Directors of Income Property Group

Pursuant to the reorganization agreement we have entered into, the executive officers and directors of
Income Property Group have agreed to exchange such Class C interests in our prospective subsidiaries for Class B
Incentive Units of membership interest in us. These Class B Incentive Units have all of the rights and privileges of
Class B Units; however, they are subject to vesting requirements as set forth in our operating agreement. Those
vesting requirements provide that in the event that a Class B Member holding Class B Incentive Units is no longer
providing services directly or indirectly to us (such as an executive officer or director of Income Property Group or
Health Care Group), and such termination of services occurs before the “project stabilization date” (as hereinafter
defined) for ActivCare at Bressi Ranch, the Class B Incentive Units held by such member shall be forfeited and the
percentage interests in our Class B membership interests held by the other Class B Members shall be adjusted
proportionately. For purposes of the foregoing, (i) the “project stabilization date” shall be the date on which our
ratio of (a) earnings before interest, taxes depreciation and amortization to (b) “debt service” equals or exceeds 1.25
to 1, and (i) “debt service” shall mean our aggregate interest expense, and that of Bressi Development LLC and
R.A.C. Bressi, LP plus the current portion of any long-term debt, bonds and capital leases of any of such companies,
as determined for the 12-month period ending on the last day of the calendar month during which the applicable
Class B Member is no longer providing services directly or indirectly to us.

Name Capacity ' Remuneration

W. Major Chance' Chief Executive Officer, President, and Director 312.5 Class B Incentive Units
B. Renee Barnard®  Executive Vice President and Director 312.5 Class B Incentive Units
D. Kevin Executive Vice President — Construction, Secretary 312.5 Class B Incentive Units
Moriarty® and Treasurer, and Director

Todd A. Shetter'  Executive Vice President — Marketing and Director 312.5 Class B Incentive Units

! Mr. Chance owns his Class B Incentive Units as William M. Chance, Trustee under Declaration of Trust dated
February 16, 1988, Trust No. 2, as amended.

2 Ms. Barnard owns her Class B Incentive Units as B. Renee Barnard, Trustee of the Barnard Living Trust dated
April 13, 2000.

3 Mr. Moriarty owns his Class B Incentive Units as D. Kevin Moriarty, Trustee of the Moriarty Cary Family Trust
dated January 2, 1990, as amended.
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4 Mr. Shetter owns his Class B Incentive Units as Todd A. Shetter, Trustee of the Todd A. Shetter and Kristine
Shetter Trust dated October 1, 1999.

Biographical Information

Biographical information regarding the officers and directors of Income Property Group is set forth below.

Name Age Position
W. Major Chance 66 Chief Executive Officer, President and Director
B. Renee Barnard 60 Executive Vice President and Director
-D. Kevin Moriarty 50 Executive Vice President - Construction, Secretary and Treasurer, and Director
Todd A. Shetter 46 Executive Vice President — Marketing and Director

W. Major Chance serves as the Chairman of the Board of Directors and Chief Executive Officer of
Health Care Group and as President, Chief Executive Officer and director of Income Property Group. He
graduated from San Diego State University in 1969 with a degree in Finance and began work with Medical Growth
Industries managing lending relationships and development expansion. In 1974 Mr. Chance created a
partnership whose primary business was originating commercial loans as a mortgage banker/broker, which would
evolve into Income Property Group in 1982. Through the balance of the 1970s Mr. Chance structured and
managed the successful development of numerous retail, multi-family, office, industrial, and recreational
projects. In 1982, he developed the 552-slip and 237-space Chula Vista Marina and RV Resort, in Chula Vista,
CA, and still owns and manages it to this day.

In 1979, Mr. Chance acquired his first senior housing property, a skilled nursing facility in Orange
County, CA, and soon thereafter formed Health Care Group to serve as its operator/manager.
Throughout the 1980's and 1990's, Mr. Chance directed the expansion of Health Care Group's senior housing portfolio
through the formation of various partnerships utilized to acquire and/or develop numerous projects, to include:
Las Villas de Carlsbad Retirement Community in Carlsbad, CA; Las Villas del Norte Retirement Community in
Escondido, CA; Rancho Vista Retirement Community in Vista, CA; Grossmont Gardens Retirement Community
and ActivCare at La Mesa in La Mesa, CA; ActivCare at Point Loma in San Diego, CA; Mount Royal Towers
Retirement Community in Birmingham, AL; Mountview Retirement Community in Montrose, CA; and ActivCare
at Brittany House in Long Beach, CA. Through affiliated entities, Health Care Group also developed or acquired
a significant number of other senior housing projects over that time that have subsequently been sold to other
operators. These projects have covered the entire range of the senior housing spectrum, including free-standing
skilled nursing facilities, independent and assisted living facilities, dementia-care facilities, as well as multi-level
campuses containing all of the above levels of care. ' '

Throughout the 36-year history of Income Property Group and Health Care Group, Mr. Chance has
coordinated all the finance, development, and management activities of the company, focusing on the strategic
direction of the company and maximizing the efficient implementation of the firm's available assets. In the late
1980’s he recognized that the traditional nursing home was not the appropriate platform for caring for residents with
dementia including Alzheimer’s disease. He was instrumental in securing legislative and regulatory approval to
allow an RCFE to have a secured perimeter and accept and retain residents with a dementia diagnosis. Mr. Chance
has established and maintained all the significant lending relationships for the firm and has coordinated all of the
company's financing activities, to include construction loans, permanent financing, and refinancing of its assets.
Mr. Chance served on the board of the San Diego Alzheimer’s Association from June 1989 to September 2002, and
was its Chairman from 1992 to 1997. He was also one of the original board members of the California Assisted
Living Association (CALA) from August 1997 to December 2006. He has also been a member of Young Presidents
Organization/World Presidents Organization for the last 25 + years.

B. Renee Barnard serves as the President and Chief Financial Officer of Health Care Group and is a
member of the Board of Directors. She is also an Executive Vice President and director of Income Property
Group. Ms. Barnard graduated from Oklahoma State University in 1980 with a degree in Computer Science. She
has over 20 years experience in senior housing and health care, and prior to her current role, she served as the
Chief Operating Officer for Health Care Group for 10 years and is a licensed Nursing Home and Residential Care
Facility Administrator. In Ms. Barnard’s previous role she was one of the chief architects of the ActivCare®
program development and served on the State of California Governor’s Alzheimer’s Advisory Board. As Past Chair
she remains active in the Assisted Living Association of Alabama currently serving as Treasurer and Secretary. Ms.
Barnard has been responsible for overseeing all aspects of the ongoing operation of the company's senior housing
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properties, including nursing, food service, resident care, marketing, maintenance, accounting, human resources, and
information technologies.

D. Kevin Moriarty serves as the Vice President of Development of Health Care Group and is a member
of its Board of Directors. He is also an Executive Vice President of Income Property Group and a member of
its Board of Directors. Mr. Moriarty graduated from Arizona State University in 1985 with a degree in
Construction Engineering and has over 25 years experience in the real estate and development industry. Since
1992, he has coordinated the development efforts for the company with the CEO, overseeing site selection,
feasibility analysis, project configuration, conceptual design, governmental approvals, and construction document
preparation and permitting. He is also responsible for the creation of project development budgets and
schedules, selection and supervision of general contractors, and final project delivery. Mr. Moriarty also
works extensively with the President and COO in the ongoing maintenance and capital improvement projects
within the existing portfolio of the company, overseeing all significant remodeling, upgrades or physical plant
modifications due to program changes. Mr. Moriarty is licensed in the State of California as a Real Estate Broker
and a General Contractor.

Todd A. Shetter serves as the Chief Operating Officer of Health Care Group and is a member of its
Board of Directors. He is also an Executive Vice President of Income Property Group and a member of its Board
of Directors. Mr. Shetter graduated from Colorado State University in 1987 with a degree in Public Relations from
the School of Journalism. He has over 20 years experience in the senior housing and health care industry, and prior to
his current role, he served as the Vice President of Marketing for Health Care Group for over 10 years. He is a
licensed Nursing Home and Residential Care Facility Administrator, and has successfully served as an
Administrator/Executive Director at a number of multi-level retirement communities over the course of his career
with Health Care Group. Mr. Shetter has served on the Board of Directors of Senior Community Centers of San
Diego, and is a past Board Member of the George G. Glenner Alzheimer's Family Centers. Mr. Shetter is a board
member of CALA and is the chair of CALA’s Public Policy Committee. In his role as COO, Mr. Shetter is
responsible for overseeing all aspects of the day-to-day operation of the company's senior housing communities,
with a specific focus on their marketing efforts.

Major Decision Rights

Although Income Property Group, our manager, will have the sole authority to manage our business and to
bind our company, the Class A Members, and our members as a whole, will have the right to consent to certain
actions we term “major decisions.” Approval of the Class A Members holding a majority of the Offered Units, and
approval of the members holding a majority of our aggregate membership interests, will be required before we may
take any of the following actions: :

(i) Making any amendment to our company’s operating agreement or articles of organization;

(i) Issuing any equity securities, or any security convertible into equity securities of our company, other than
in connection with the offering or the reorganization transactions described herein;

(iii) Causing any of our subsidiaries, including RAC Bressi and Bressi Development, to issue equity securities
other than in connection with the reorganization transactions described herein;

(iv) Merging or consolidating our company, RAC Bressi, Bressi Development or any other subsidiary we form
with another entity;

(v) Any sale of all or substantially all of our company’s assets, the sale of any subsidiary of our company
(including RAC Bressi or Bressi Development), or the sale of all or substantially all of the assets of one or
more of our subsidiaries;

(vi) Dissolving, liquidating or terminating our company.

Fiduciary Duties and Indemnification

Our manager shall owe fiduciary duties to our company and our members in the manner prescribed in
the Beverly-Killea Limited Liability Company Act and applicable case law. Our manager has agreed to use its
commercially reasonable efforts to carry out the objectives and purposes of our company and to cause its affiliates to
devote to such objectives and purposes such of their time, skill and attention during normal business hours as our
manager deems necessary or desirable; provided, however, that nothing precludes our manager or any affiliate of
our manager or any of their respective officers, directors, employees, members or trustees from acting, as a director,
officer or employee of any corporation, a trustee of any trust, an executor or administrator of any estate, a member
of any company or an administrative official of any other business entity, or from receiving any compensation or
participating in any profits in connection with any of the foregoing, and neither our company nor any other member
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shall have any right to participate in any manner in any profits or income earned or derived by our manager or any
affiliate thereof or any of their respective officers, directors, employees, members or trustees, from or in connection
with the conduct of any such other business venture or activity. Our manager, any affiliate of our manager, or any
shareholder, officer, director, employee, partner, member or any person owning an interest therein, may engage in or
possess an interest in any other business or venture of any nature or description, whether or not competitive with
Company including, but not limited to, the acquisition, syndication, ownership, financing, leasing, operation,
maintenance, management, brokerage, construction, and development of property similar to the purpose of our
company; and no member or other person or entity shall have any interest in such other business or venture by
reason of its interest in our company.

Our manager shall have no liability to our company or to any member for any claims, costs, expenses,
damages, or losses suffered by our company which arise out of any action or inaction of our manager if our manager
meets the following standards: (i) our manager, in good faith, reasonably determined that such course of conduct or
omission was in, or not opposed to, the best interests of our company, and (ii) such course of conduct did not
constitute fraud, willful misconduct or gross negligence. Our manager shall not have any liability to our company or
any member for any claims or losses due to circumstances beyond its control, such as the bankruptcy or insolvency
of a bank, dealer, brokerage firm or an error by a third-party service provider (to the extent that our manager’s
failure to discover such error does not itself constitute gross negligence or willful misconduct). Our manager shall
not have any liability whatsoever in respect of valuations provided to our manager by any reasonably qualified bank,
dealer, broker or appraiser selected in good faith. These exculpation provisions in our operating agreement are
intended to protect our manager from liability when exercising its business judgment regarding transactions we may
enter into.

Insofar as the foregoing provisions permit indemnification or exculpation of our manager or other persons
controlling us from liability arising under the Securities Act, we have been informed that in the opinion of the SEC
this indemnification and exculpation is against public policy as expressed in the Securities Act and is therefore
unenforceable.

Management of ActivCare at Bressi Ranch

Our prospective subsidiary, RAC Bressi, has contracted with Health Care Group to manage the day-to-day
affairs of ActivCare at Bressi Ranch. Health Care Group will be compensated for managing ActivCare at Bressi
Ranch pursuant to the terms of RAC Bressi’s management agreement with Health Care Group. See
“DESCRIPTION OF OUR BUSINESS — Management Agreement.” Health Care Group was founded by W.
Major Chance in 1982 to serve as the operator and manager of senior assisted living facilities located primarily in
southern California. Today, Health Care Group operates one senior assisted living facility which operates Health
Care Group’s trademarked ActivCare®, memory-care assisted living program. In September, 2011, Health Care
Group ceased managing seven other senior assisted living facilities it had managed since 2006 and one other facility -
it had managed since 1990. Our company will rely on the executive officers and directors of Health Care Group to
operate our ActivCare at Bressi Ranch facility. Biographical information regarding the officers and directors of
Health Care Group is set forth below.

Name Age Position
W. Major Chance 66 Chief Executive Officer and Chairman of the Board of Directors
B. Renee Barnard 60 President, Chief Financial Officer and Director
D.Kevin Moriarty 50 Vice President - Development, and Director
Todd A. Shetter 46 Chief Operating Officer, and Director

Employment history, education and certain other information regarding W. Major Chance, B. Renee
Barmard, D. Kevin Moriarty and Todd A. Shetter is set forth above. The executive officers and directors of Health
Care Group will receive 312.50 Class B Incentive Units in us, each, in exchange for the Class C interests in Bressi
Development and RAC Bressi they will contribute to us pursuant to our reorganization transactions. They received
the to-be-contributed Class C interests in return for services to our prospective subsidiaries and the Class B Incentive
Units in us to be issued them will be subject to vesting requirements contained in our operating agreement. See “-
Manager-Remuneration of Executive Officers and Directors of Income Property Group.”
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Health Care Group has five shareholders. The table below sets forth the ownership of Health Care Group.

Name Percentage Ownership of

HealthCare Group Stock
W. Major Chance' 20%
D. Kevin Moriarty” 20%
Frank A. Virgadamo® 20%
Jack L. Rowe' 20%
Karen L. McElliott’ 20%

I Mr. Chance owns his shares of Health Care Group as William M. Chance, Trustee under Declaration of Trust dated
February 16, 1988, Trust No. 2, as amended.

2 Mr. Moriarty owns his shares of Health Care Group as D. Kevin Moriarty, Trustee of the Daniel A. Moriarty and
Lorraine K. Moriarty Family Trust dated April 26, 1988, as amended.

3 Mr. Virgadamo owns his shares of Health Care Group as Frank A. Virgadamo, Trustee under the Virgadamo
Family Trust dated May 6, 1996.

4 Mr. Rowe owns his shares of Health Care Group as Jack L. Rowe, Trustee under the Jack and Barbara Rowe
Family Trust dated April 21, 1988.

5 Ms. McElliott owns her shares of Health Care Group as Karen L. McElliott, Trustee of non-exempt Trust C under
the Ronald Joseph and Karen Lee McElliott 1984 Trust dated August 4, 1984, as amended.

Employees

Our company does not employ any part time or full time employees. Our manager’s executive officers and
directors will function as our management team. Health Care Group will provide all of the personnel necessary to
run our ActivCare at Bressi Ranch facility pursuant to our management agreement.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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REORGANIZATION TRANSACTIONS

We anticipate closing certain reorganization transactions of our company contemporaneously with the
closing of this offering, and contingent upon the closing of this offering. Pursuant to these reorganization
transactions, the current members of Bressi Development and the current limited partners of RAC Bressi will
transfer their respective membership interests and limited partnership interests to us in exchange for Class B
membership interests in our company. The table set forth under “CAPITALIZATION” depicts the Class B
membership interests that will be owned by each of our Class B Members immediately following the closing our
reorganization transactions.

Prior to our reorganization transactions we will be a single-member limited liability company owned by
Income Property Group, our manager. In connection with the closing of this offering and our reorganization
transactions, Income Property Group’s membership interest in us will be redeemed for no consideration and Income
Property Group will cease to be a member of our company. We have entered into a reorganization agreement with
all the members of Bressi Development and all the limited partners in RAC Bressi whereby they will contribute all
of the membership interests in Bressi Development and all of the limited partnership interests in RAC Bressi to us.
The reorganization agreement is enclosed on CD-ROM with this offering circular as Appendix D7A, and the first
amendment thereto is enclosed on CD-ROM with this offering circular as Appendix D7B. The closing of the
exchanges of interests contemplated by the reorganization agreement is contingent upon our raising the total offering
amount in this offering and closing thereon.

Additionally, our senior lender has the right to consent to the transfer of the membership interests in Bressi
Development. Our senior lender has committed to grant its consent to our reorganization transactions pursuant to a
commitment letter dated July 7, 2011. Our senior lender’s consent is subject to the concurrent repayment of our
subordinated lenders and the release of the lien of the second deed of trust on the property and improvements
forming ActivCare at Bressi Ranch. We intend to use a portion of the proceeds of this offering to pay off our
subordinated debt. The consent is further contingent on the execution of additional documentation, including a loan
modification agreement in form and substance satisfactory to our senior lender, by Bressi Development and the
guarantors of our senior loan to, among other things, (a) ratify and affirm the indemnifications and guarantees of the
existing guarantors; (b) covenant that 100% of the net proceeds of this offering will be used in connection with
ActivCare at Bressi Ranch or contributed to Bressi Development to be held on its balance sheet; (c) covenant that all
net proceeds from the offering will be deposited into an account with our senior lender, on which our senior lender
will receive a lien; (d) execution of a control agreement with respect to the account described in (c). We also
anticipate that the additional loan documentation required with respect to our senior lender’s consent to our
reorganization transactions will require that it be an event of default under our senior loan if (i) Income Property
Group resigns or is removed as our manager or (i) either of W. Major Chance or D. Kevin Moriarty ceases to be an
officer of Income Property Group. As of the date of this Offering Circular, we have not received drafts of the
additional documentation, including the loan modification agreement, from our senior lender. ’

In order to induce the members of Bressi Development and the limited partners of RAC Bressi to enter into
the reorganization agreement, we have covenanted, in the reorganization agreement, to contribute the remaining
proceeds from this offering, after the payment of the line items “Offering Expenses,” “Selling Commissions &
Fees,” “Subordinated Debt Payoff’ and “General Working Capital” set forth under “ESTIMATED USE OF
PROCEEDS” above, to Bressi Development in order to increase Bressi Development’s net worth. Our prospective
Class B Members have required such contribution as an inducement to enter the reorganization agreement in order
to reduce their exposure as personal guarantors under the senior loan.

Following the closing of our reorganization transactions, we will hold all of the membership interests in
Bressi Development and all of the limited partnership interests in RAC Bressi. This will entitle us to receive all of
the profits and losses from Bressi Development and 99.99% of the profits and losses from RAC Bressi (subject to
Income Property Group’s .01% general partnership interest). Income Property Group, our company’s manager, will
be the general partner of RAC Bressi and the manager of Bressi Development with control over each of their
operations; provided, that, certain actions it may take will be subject to our consent, which actions will include those
actions which would require consent of the Class A Members, or our members as a whole, under our operating
agreement.
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CAPITALIZATION AND SECURITY OWNERSHIP OF MANAGEMENT AND CERTAIN SECURITY
HOLDERS

Our company has two classes of membership interests: (i) Class A (denominated as the Offered Units, or
Class A Units), of which there are 5,000 Class A Units authorized; and (ii) Class B (denominated as Class B Units),
of which there are 5,000 Class B Units authorized.

Capitalization

A table setting forth the projected aggregate ownership of each class of our membership interests following the
closing-of this offering and our reorganization transactions is set forth below. Prior to the closing of the offering and
our reorganization transactions Income Property Group will be our sole member, owning one Class B Unit which
will be redeemed as of the closing of this Offering.

" Class A ' = Class B Total
N'L_lmber ! :_ P_ercenf " Nl_J.I';i’bél‘ Percen'; of Nur.nl_a.e_r of Percent of
Owner - 0o ) CefUnits | 0 OfClass | sfunits ] 0 Class U Units~ =} . Total Units
Investors . 5000 100% 5000 50%
WMC Trust* : T S 106383 | 2128% 1063.83 " 10.64%
DAM Trust’ 543.0 10.86% 543 5.43%
DKM Trust® ‘ ; 689,83 13.80% 689.83 - 6.90%
Bressi Holding, LLC 750 15% 750 7.50%
HCG Lending, LLC : - L 495 9.90% a5 | aos%
Barnard Trust’ 520.83 10.42% 520.83 5.21%
Shetter Trust® i -' S pe 520,83 10.42% 52083 L 521%
J. Blake Trustee McElliott Trust’® 208.33 4.17% 208.33 2.08%
virgadamo Trust’ 4 208.33 4.17% 208.33 2.08%
TOTAL 5000 100% 5000 100% 10000 100%

(1) William M. Chance, Trustee under Declaration of Trust dated February 16, 1988, Trust No. 2, as amended. -
Address: 9619 Chesapeake Drive, Suite 103, San Diego, California 92123

(2) D. Kevin Moriarty, Trustee of the Daniel A. Moriarty and Lorraine K. Moriarty Declaration of Trust dated April
26, 1988 as amended. Address: 9619 Chesapeake Drive, Suite 103, San Diego, California 92123

(3) D. Kevin Moriarty, Trustee of the Moriarty Cary Family Trust dated January 2, 1990, as amended.

Address: 9619 Chesapeake Drive, Suite 103, San Diego, California 92123

(4) B. Renee Barnard, Trustee of the Barnard Living Trust dated April 13, 2000.

Address: 9619 Chesapeake Drive, Suite 103, San Diego, California 92123

(5) Todd A. Shetter, Trustee of the Todd A. Shetter and Kristine Shetter Trust dated October 1, 1999.

Address: 9619Chesapeake Drive, Suite 103, San Diego, California 92123

(6) Jennifer M. Blake, Trustee of Trust B under the Ronald Joseph McElliott and Karen Lee McElliott 1984 Family
Trust dated August 4, 1984. '

Address: 9619 Chesapeake Drive, Suite 103, San Diego, California 92123

(7) Frank A. Virgadamo, Trustee of the Virgadamo Family Trust dated May 6, 1996.

Address: 9619 Chesapeake Drive, Suite 103, San Diego, California 92123

Beneficial Ownership

The following table sets forth the pro forma beneficial ownership of our membership interests by the
executive officers and directors of our manager as will be in place following the closing of this offering and our
reorganization transactions. Our manager, Income Property Group, was issued one Class B Unit of our membership
interest on June 8, 2011, our date of formation, and will be our sole member until the closing of this offering and our
reorganization transactions at which time its initial membership interest will be redeemed. While it is not expected
that the officers and directors of Income Property Group will purchase Offered Units, and no such purchases are
£00063165.1 } )



reflected on the table below, they are permitted to do so. Our manager will have sole control over our affairs
(subject to certain major decision rights), and therefore its executive officers and directors are fulfilling the functions
our own executive officers and directors would fulfill, if we had any.

Class A Class B

Numbér Percent of | ‘Number Percent'of

Name of Units Class of Units Class
W. Major Chance’ 0 0 1357.93 27.16%
B. Renee Barnard’ 0 0 548.72 10.97%
D. Kevin Moriarty’® 0 0 756.51 15.13%
Todd A. Shetter' o | o | s | 10a0%

All directors and
“. executive officers ! ; i : L
as a group (4 persons) 00 173,183.99 - | 63.68%

(1) Mr. Chance will beneficially own the units set forth above as of the date of the closing of this offering and
our reorganization under Declaration of Trust dated February 16, 1988, Trust No. 2, as amended and
through interests owned by his trust in various other entities.

(2) Ms. Barnard will beneficially own the units set forth above as of the date of the closing of this offering and
our reorganization transactions under the Barnard Living Trust dated April 13, 2000 and through interests
owned by her trust in various other entities.

(3) Mr. Moriarty will beneficially own the units set forth above as of the date of the closing of this offering and
our reorganization transactions under the Moriarty Cary Family Trust dated January 2, 1990, as amended
and through interests owned by his trust in various other entities. .

(4) Mr. Shetter will beneficially own the units set forth above as of the date of the closing of this offering and
our reorganization transactions under the Todd A. Shetter and Kristine Shetter Trust dated October 1, 1999.
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INTEREST OF MANAGEMENT AND OTHERS IN CERTAIN TRANSACTIONS AND OTHER
CONFLICTS OF INTEREST

Management Agreement

RAC Bressi has entered into the management agreement, which is enclosed on CD-ROM with this Offering
Circular as Appendix D1, with Health Care Group. Among other terms, the management agreement provides for a
monthly management fee payable to Health Care Group equal to the greater of (a) $18,000 per month, or (b) 5.0%
per month of the gross revenues from operations, and an initial term of ten years. Additionally, during the initial
term, or any subsequent term, we may only terminate the management agreement for cause.

W. Major Chance beneficially owns 20% of the issued and outstanding stock of Health Care Group, and D.
Kevin Moriarty owns 20% of the issued and outstanding stock of Health Care Group as trustee of his parents’ trust.
Messrs. Chance and Moriarty is each a member of the Board of Directors of Income Property Group, our manager,
and are Income Property Group’s Chief Executive Officer and Chairman of the Board of Directors, in the case of
Mr. Chance, and Vice President - Development, in the case of Mr. Moriarty. Because of these relationships, the
management agreement was not negotiated on an arms-length basis and may not reflect market rates. Additionally,
Messrs. Chance and Moriarty each have a material financial interest in Health Care Group and will benefit from the
management fees paid by us.

Distributions

Our manager’s officers and directors are also Class B Members of our company. Because timing of
distributions to the Class A Members will affect their internal rate of return on an investment in us and the sooner
our Class A Members reach their 10% IRR threshold the sooner the Class B Members will begin to receive greater
percentages of our cash flow, our manager will have a conflict of interest as to whether to retain positive cash flow
generated early in our operation as reserves, or to distribute it to the Class A Members. Earlier distributions of cash
flow to our Class A Members will cause them to reach their 10% internal rate of return threshold more quickly, and
once our Class A -Members have reached this threshold, our Class B Members will, collectively, receive 75% of our
operating cash flow and 75% of our net proceeds from capital transactions, rather than 50% of our operating cash
flow and none of our net proceeds from capital transactions prior to the Class A Members receiving aggregate
distributions resulting in a 10% IRR.

Discretion of Distributions of Cash Flow of Subsidiaries

As the manager of Bressi Development and the general partner of RAC Bressi, Income Property Group,
who is also our manager, will have discretion to make distributions of cash flow from our prospective subsidiaries to
our company. Our company’s only assets will be its membership interests in Bressi Development and its limited -
partnership interests in RAC Bressi. Therefore, if Income Property Group, in its capacity as the general partner or
manager of our prospective subsidiaries, were to elect not to make distributions from our prospective subsidiaries to
our company, then we would not have any operating cash flow or net proceeds from capital transactions available to
distribute to you. However, we do not believe there exists any conflict of interest between Income Property Group,
or its officers and directors, on the one hand, or us on the other that would cause Income Property Group to withhold
distributions to us.

Land Purchase and Subordinated Debt

On or about August 1, 2010, our prospective subsidiary Bréssi Development purchased the land upon
which ActivCare at Bressi Ranch is being developed, along with certain site permits for development, from Bressi
Holding for $1,563,000 which it paid pursuant to the issuance of a subordinated promissory note in the principal
amount of $1,563,000 payable 52.53% to Bressi Holding and 47.47% to HCG Lending. This subordinated
promissory note is partially payable to HCG Lending because HCG Lending had funded certain pre-development
costs for Bressi Holding and in payment of such debt, Bressi Holding made HCG Lending a party to the subordinate
promissory note from Bressi Development paying for the cost of the land and developments as of August 1, 2010.
The current holders of our subordinated loan are: (i) Bressi Holding, 52.53%, (ii) HCG Lending, 34.67%, (iii) W.
Major Chance, Trustee under Declaration of Trust dated February 16, 1988, Trust No.2, as amended, or the Chance
Trust, 6.4%, and (iv) D. Kevin Moriarty, Trustee under Declaration of Trust dated April 26, 1988, as amended, .or
the Moriarty Trust, 6.4%. D. Kevin Moriarty’s parents are the beneficiaries of the Moriarty Trust. The Chance
Trust and the Moriarty Trust purchased their interests in our subordinated loan for a combined $200,000 on
September 1, 2010.
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Neither the sale of the property nor the terms of the subordinated loan were negotiated on an arms-length
basis. Therefore, the interest rate and other terms of the subordinated loan may not have been as favorable to Bressi
Development had they purchased the land and paid off Bressi Holding’s debt to HCG Lending using financing from
an unaffiliated third party. However, we believe that, based upon a valuation of the then vacant land upon which
ActivCare at Bressi Ranch is being constructed, Bressi Development purchased this land from Bressi Holding at
below market rates. Bressi Development’s total purchase price for the land and pre-development work was
$1,563,000, but Valuation & Information Group appraised the value of the vacant land at $2,940,000 as of January
27, 2010 in its appraisal of a proposed memory care facility at the site, dated February 8, 2010 and attached to this
offering circular as Appendix G2.

We intend to pay off the outstanding principal amount and accrued interest on our subordinated loan with a
portion of the proceeds of this offering. While the exact amount required to pay off our subordinated loan will vary
in accordance with the date of payoff because it is currently accruing interest as described below, as of the date of
this offering circular it is estimated our subordinated loan would cost approximately $1,685,000 to pay in full on
December 31, 2011, our targeted date of repayment. See “-Description of our Subordinated Loan.”

Description of our Subordinated Loan

Our subordinated loan was originally intended to be in existence for the period of time that the project is
under construction as well as approximately three years afterward. The following description of our subordinated
loan is of the full intended term of the loan, despite our intention to pay off the subordinated loan upon the closing of
this offering.

As with our senior loan, our subordinated loan has two distinct periods of time associated with it: the
construction period and the post-construction period. On September 1, 2010 HCG Lending assigned a 12.8%
interest in the subordinated loan, or 6.4% each, to the Chance Trust and the Moriarty Trust. We refer to the Chance
Trust, the Moriarty Trust, Bressi Holding and HCG Lending collectively as our subordinated lender. Our
subordinated lender is secured by a second deed of trust encumbering the land and improvements comprising
ActivCare at Bressi Ranch.

Interest Rate. The interest rate on our subordinated loan during the construction period is equal to
the greater of (a) 5.25% per year or (b) the prime rate reported by the Wall Street Journal plus 2.25%. The
interest rate on our subordinated loan during the post-construction period shall be equal to the greater of (a)
5.75% per year or (b) the interest rate on three-year United State Treasury Bonds plus 4.00%.

Loan Term. Our subordinated loan has a five-year term with one three-year extension period,
which we have the option to exercise no later than 30 days prior to the maturity date but no earlier than 90
ninety days prior to the maturity date of the subordinated loan. The terms of the construction period runs
from August 1, 2010 until the earlier of (a) August 1, 2012, and (b) the date on which we obtain a debt
service coverage ratio of 1.25 to 1 or more. The term debt service coverage ratio is a ratio that compares
our net income on a monthly basis to the monthly payments required under our subordinated loan. The
term of our post-construction period runs from the end of our construction period until August 1, 2015,
subject to our extension right. We may elect to prepay our subordinated loan at any time in whole or in
part, and there is no prepayment penalty or fee. During the construction period of our subordinated loan,
we are not obligated to make any payments, and all accrued interest will be added to the principal amount
of the subordinated loan, and during the post-construction period of our subordinated loan, we will make
payments of interest only, with the principal balance due on the maturity date.

Events of Default. Under the terms of the subordinated loan documents the following actions will
constitute an event of default: )

We fail to make a payment within three days after the due date or on the maturity date;

We fail to comply with the requirements of the subordinated loan documents and such failure continues for
30 days after notice from the lender;

There is a default under the senior loan;
We liquidate or dissolve;

There is a bankruptcy filing made against us and such filing is not released within 60 days of the date of
filing; and

If we default on any other indebtedness owed to the subordinated lender.
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Insurance. We must maintain fire insurance sufficient to cover any possible losses suffered by the
subordinated lender.

In addition to the foregoing, we are obligated to comply with certain covenants and restrictions generally
applicable to commercial junior mortgage loans.

Ownership and Control of Bressi Holding and HCG Lending
Bressi Holding

Bressi Holding is a member-managed limited liability company; however, the members have delegated
most day-to-day management and decisions to Bressi Holding’s President, D. Kevin Moriarty who is also an
executive officer and director of Income Property Group, our manager. Notwithstanding such delegation, the
members retain voting rights over certain decisions which they may make via majority or unanimous vote. The
members of Bressi Holding, LLC are as follows: William M. Chance, Trustee under Trust Agreement dated
February 16, 1988; D. Kevin Moriarty and Marilyn Cary Moriarty, Trustees of the Moriarty Cary Family Trust
dated January 2, 1990, as amended; Kristen F. Frager and John D. Frager, Jr., Trustees of the Frager Revocable
Family Trust dated August 21, 2003; Erin L. McPherson and Scott A. McPherson, Trustees of the McPherson
Family Trust dated January 27, 1999; Jennifer M. Blake, Trustee of Trust B under the Ronald Joseph and Karen Lee
McElliott 1984 Trust dated August 4, 1984, as amended; J-C La Jolla, Ltd., a California limited partnership; Frank
A. Virgadamo, Trustee of the Virgadamo Family Trust dated May 6, 1996; B. Renee Barnard, Trustee of the
Barnard Living Trust dated April 13, 2000. Bressi Holding, LLC is currently a member of Bressi Development,
LLC and will be a Class B Member of our company upon the closing of our reorganization transactions.

HCG Lending

HCG Lending is a manager-managed limited liability company and Health Care Group is its sole manager.
Health Care Group is controlled by its board of directors, comprised of W. Major Chance, D. Kevin Moriarty, B.
Renee Barnard and Todd A. Shetter, who will each become Class B Members of us upon the closing of our
reorganization transactions. As sole manager, Health Care Group, is solely responsible for the management of the
business and affairs of HCG Lending, subject to the rights of HCG Lending’s members to vote on certain actions
which may be taken by majority vote. The members of HCG Lending, LLC are as follows: W. Major Chance,
Trustee, or his successors in trust, under Declaration of Trust, dated February 16, 1988, Trust No. 2, as amended,;
Karen L. McElliott, Trustee of Trust A under the Ronald Joseph McElliott and Karen Lee McElliott 1984 Family
Trust, dated August 4, 1984, as amended; D. Kevin Moriarty, Trustee under Declaration of Trust dated April 26,
1988, as amended; Frank A. Virgadamo, Trustee of Virgadamo Family Trust dated May 6, 1996; Jack L. Rowe,
Trustee of the Jack and Barbara Rowe Family Trust dated April 21, 1988; B. Renee Bamard, Trustee of Bamard .
Living Trust dated April 13, 2000; and Health Care Group. A table of the ownership of Health Care Group’s
ownership is set forth above at “M/ ANAGEMENT - Management of ActivCare at Bressi Ranch.” HCG Lending,
LLC is currently a member of Bressi Development, LLC and will be a Class B Member of our company upon the
closing of our reorganization transactions.

Reorganization Transactions

Our reorganization transactions, including the reorganization agreement, the Class B membership interests,
and the various rights, both economic and otherwise, associated with the same were not negotiated on an arms-
length basis. Therefore, the value of the Class B membership interests to be received by the members of Bressi
Development and the limited partners of RAC Bressi may exceed the fair market value of the respective
membership and limited partnership interests being exchanged. Please see “DESCRIPTION OF OFFERED
SECURITIES - Distributions” for a description of the economic rights associated with our Class B membership
interests, please see “DESCRIPTION OF OFFERED SECURITIES — Description of our Operating
Agreement” for a description of the other rights associated with our Class B membership interests, and please see
“CAPITALIZATION” for the amounts of Class B membership interests our Class B members will receive upon
the closing of the reorganization transactions.

Reduction of Exposure on Personal Guarantees

We intend to use approximately $1,203,000 of the net proceeds to increase the net worth of Bressi
Development LLC. The desired effect of expanding the net worth of Bressi Development LLC is to reduce the
exposure that Health Care Group, and our senior loan guarantors have as personal guarantors under the senior loan
{00063165.1 } 56



from Mutual of Omaha Bank. As a requirement to obtaining our senior loan, in addition to Health Care Group,
R.A.C. Bressi, the following senior loan guarantors were required to personally guaranty our senior loan by our
senior lender: William M. Chance, an individual, William M. Chance, as Trustee under Trust Agreement dtd
February 16, 1988, D. Kevin Moriarty, an individual, D. Kevin Moriarty, as Trustee under Trust Agreement dtd
January 2, 1990, B. Renee Barnard, an individual, B. Renee Barnard, as Trustee of the Barnard Living Trust dtd
April 13, 2000, Todd A. Shetter, an individual, Todd A. Shetter, as Trustee under Trust Agreement dtd October 1,
1999, Frank A. Virgadamo, an individual, Frank A. Virgadamo, as Trustee of the Virgadamo Family Trust dtd May
6, 1996, Karen L. McElliott, an individual, Jennifer M. Blake, as Trustee of Trust B under the Ronald J. McElliott
and Karen L. McElliott 1984 Family Trust, dtd August 4, 1984 See “DESCRIPTION OF OUR BUSINESS —
Construction and Construction Financing — Description of our Senior Loan — Guarantees.” All of these
individuals and entities are related parties to us, and any use of the proceeds of this offering to reduce their exposure
to their personal guarantees of our senior loan would benefit them. Messrs. Chance, Moriarty, Shetter and Ms.
Barnard are the executive officers and directors of Income Property Group and Health Care Group and accordingly
are responsible for managing and operating us and our business, and each of them will also beneficially own Class B
membership interests in us following the closing of our reorganization transactions. Mr. Virgadamo and Ms.
McElliott will beneficially own Class B membership interests in us following the closing of our reorganization
transactions, and also beneficially own stock in Health Care Group, but none control or manage Health Care Group.

Obligations to Other Entities

Conflicts of interest will occur with respect to the obligations of Income Property Group, our manager,
Health Care Group, the manager of ActivCare at Bressi Ranch, and their respective principals, officers, directors and
affiliates, to our company and similar obligations to other entities. Moreover, our company will not have
independent management, as it will rely on our manager for all management decisions and it will rely on Health
Care Group to run ActivCare at Bressi Ranch on a day-to-day basis. Our manager, and its principals, officers and
directors are involved in many other real property developments, both within and without the assisted-living space,
which may compete for the time and resources of our manager and its principals, officers and directors.
Additionally Health Care Group, the manager of ActivCare at Bressi Ranch, manages one other senior assisted
living facility, which may compete for its time and resources and those of its principals, officers, directors and
affiliates. Therefore, Income Property Group, our manager, Health Care Group, the manager of ActivCare at Bressi
Ranch, and their respective principals, officers, directors and affiliates will have conflicts of interest in allocating
management time, services and functions among our company and other existing companies and businesses, as well
as the various companies or business entities with which they are currently engaged and others that may be
organized in the future.

Under our operating agreement, Income Property Group is obligated to devote as much time as our
manager as it deems to be reasonably required for the proper management of our company and its assets. Our
manager believes that it has the capacity to discharge its responsibilities to our company notwithstanding °
participation in other present and future investment programs and projects.

Funding of Negative Carry

During the period from the completion of construction of ActivCare at Bressi Ranch through the closing of
this offering we anticipate RAC Bressi will use the proceeds of a $600,000 loan from William M. Chance, Daniel A.
Moriarty and D. Kevin Moriarty, each of whom will beneficially own Class B Units in us following the closing of
our reorganization transactions, and, in the case of William M. Chance and D. Kevin Moriarty, are directors of our
manager, to fund our negative carry. Assuming this offering closes on December 31, 2011, we have projected the
maximum negative carry to be funded to be $464,000. Messrs. Chance, Moriarty and Moriarty made loan to RAC
Bressi as of October 18, 2011 and will participate in the loan in the following percentages: William M. Chance —
42.13%, Daniel A. Moriarty — 42.1%, D. Kevin Moriarty — 15.74%. This loan is made on an unsecured basis and
bears interest at 6% per annum. This loan will mature on the earlier of the date of the closing of this offering or June
30, 2012. Upon the closing of this offering, we intend to pay off the principal and all accrued interest on the loan
from Messrs. Chance, Moriarty and Moriarty from the general working capital reserve we will establish to fund the
negative carry of ActivCare at Bressi Ranch. See “ESTIMATED USE OF PROCEEDS.” The terms of this loan
from Messrs. Chance, Moriarty and Moriarty were not negotiated on an arms-length basis and therefore may not be
as favorable to us as a loan negotiated with a third party. '

If this offering does not close by January 31, 2012, we will need additional funds, up to approximately
$870,000 to fund our negative carry. Messrs. Chance, Moriarty and Moriarty have committed to funding such
additional amounts, up to $870,000, as we may need pursuant to a Funding Agreement between RAC Bressi and

{00063165.1 } 57



them, enclosed on CD-ROM as Appendix D9 to this offering circular. These additional amounts would be funded
by Messrs. Chance, Moriarty and Moriarty as loans to us upon the same terms and conditions as the previous
$600,000 loan. We intend to pay the principal and accrued interest on these additional loans, if any, from the

proceeds of this offering.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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DESCRIPTION OF OFFERED SECURITIES
General

The Offered Units are Class A units of membership interests in our company. As preferred units, the
Offered Units are entitled to a preference, as described below and elsewhere herein, in the distribution of both our
operating cash flow and distributable net proceeds from capital transactions. While Class A Members are entitled
to a preferred return, it is merely a preference as to distributions and not a guaranteed return. The receipt of
this preferred return is predicated on our company having sufficient cash flow, in the sole judgment of our
manager, to make distributions. There is no guarantee that the Class A Members will receive any or all of
their preferred return.

The Offered Units are also participating units because owners of the Offered Units will continue to receive
distributions from our operating cash flow and distributable net proceeds from capital transactions after having
reached their preferred return threshold. Class A Members will have the right to consent, via majority vote of the
Class A Members in the aggregate, to certain major decisions, and will also have the right to- remove Income
Property Group as our manager for “good cause” pursuant to a supermajority consent (75%).

Every purchaser of Offered Units will be required to become a member of our company and party to our
company’s operating agreement. Your executed subscription agreement will constitute your acceptance of the terms
of our operating agreement and will act as your counterpart signature page to our operating agreement. See —
“Description of Qur Operating Agreement” below for a detailed summary of terms of our operating agreement.
Our operating agreement is attached as Appendix B2 to this offering circular.

Distributions

No distributions to purchasers of our Offered Units are assured, nor is any return on, or of, a purchaser’s
investment guaranteed. Distributions are subject to our ability to generate positive cash flow, whether from
operations or capital transactions. All distributions are further subject to the discretion of Income Property
Group, as our manager, the manager of Bressi Development and the general partner of RAC Bressi. It is
possible that we may have cash available for distribution, but our manager, whether by its control over us, or
one of our subsidiaries, could determine that the reservation, and not distribution, of such cash by our
company or one of our prospective subsidiaries would be in our best interest.

Operating Cash Flow

We define “operating cash flow” as total cash revenues generated by our company, less expenses, including
debt service, management fees and other operating expenses, and less any amounts set aside as reserves by our
manager, in its sole discretion. We define “capital transactions” as any sale, disposition, financing, or refinancing of
all, or substantially all of our assets, or the assets of any of our subsidiaries, including RAC Bressi and Bressi
Development. “Distributable net proceeds from capital transactions” are the gross proceeds from capital
transactions, less the expenses of any such transaction (including without limitation the payoff of any liens on assets
disposed of), and less reserves retained by us, in the sole discretion of our manager, for our use.

Our manager, in its sole discretion, may determine from time to time' that we have received sufficient
operating cash flow to make a distribution. If such a distribution is made, then the cash distributed shall be
distributed in the following order and manner:

(A) Prior to our Class A Members receipt of aggregate distributions, whether from operating cash flow or
distributable net proceeds from capital transaction, resulting in a 10% internal rate of return on their
aggregate capital contributions to us in respect of the Offered Units, distributions of operating cash
flow shall be made as follows:

(i) First, to our Class A Members, in accordance with their percentage ownership of the Offered
Units in an amount equal to the greater of (a) 50% of the operating cash flow made available
for distribution by our manager or (b) an amount such that the Class A Members, in the
aggregate, have received an annual 8% non-cumulative, non-compounding return on their
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maintain
earnings

capital contributions to us, for the applicable calendar year, prorated for partial calendar years
during the term of our operating agreement; and

(ii) Then, to the Class B Members, in the aggregate, in an amount equal to the remaining
distributable operating cash flow after the distributions to our Class A Members as set forth in
(i) above, in accordance with their percentage ownership of the Class B Units;

(B) Following our Class A Members receipt of aggregate distributions, whether from operating cash flow
or distributable net proceeds from capital transactions, resulting in a 10% internal rate of return on
their aggregate capital contributions for the Offered Units, distributions of operating cash flow shall be
made 25% to the Class A Members, in accordance with their percentage ownership of the Offered
Units, and 75% to the Class B Members, in accordance with their percentage ownership of the Class B
Units.

Proceeds from Capital Transactions
Distributable net proceeds from capital transactions shall be distributed as follows:

(A) First to the Class A Members, in accordance with their percentage ownership of the Offered Units,
until they have receive aggregate distributions from the net proceeds of capital transactions equal to
their capital contributions to us; \

(B) Second, to the Class A Members, in accordance with their percentage ownership of the Offered Units,
until they have received aggregate distributions, whether from operating cash flow or distributable net
proceeds from capital transaction, resulting in at least a 10% internal rate of return on their aggregate
capital contributions to us;

(C) Third, following our Class A Members receipt of aggregate distributions, whether from operating cash
flow or distributable net proceeds from capital transactions, resulting in a 10% IRR on their aggregate
capital contributions for the Offered Units, distributions of distributable net proceeds from capital
transactions shall be made 25% to the Class A Members, in accordance with their Percentage Interests
in the Company’s Class A Membership Interests, and 75% to the Class B Members, in accordance with
their percentage ownership of the Class B Units.

Limitations on distributions imposed by our senior loan

Under the terms of our senior loan, we are not permitted to make distributions of any kind if we fail to
a debt service coverage ratio of 1.25 to 1. Accordingly, if ActivCare at Bressi Ranch does not generate
before interest, taxes, depreciation and amortization, or EBITDA, equal to 125% of the monthly debt

service payments under our senior loan, then we will not be permitted to make distributions to Class A Members. In
such an event, we may not be able to make distributions to members without first obtaining the prior written consent
of our senior lender without risking a default under the terms of the senior loan.

Liquidating Distributions

Upon the dissolution of our company, our manager will convert all of our property to cash, determine the

final capital accounts of our members in accordance with the allocation provisions of our operating agreement, and
then make the following distributions: ' ’
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(A) all of our company’s assets as necessary to satisfy all liabilities to creditors of our company (whether
by payment or making reasonable provision for payment);

(B) all of our company’s assets as necessary to satisfy all liabilities to creditors of our company who are
members (whether by payment or the making of reasonable provision for payment); and

(C) pay and distribute the remainder of our company’s assets among all the members in accordance with
their capital accounts, as calculated after the application of the allocation provisions of our operating
agreement such that the liquidating distributions are made in accordance with all the members’
economic expectations pursuant to our provision for the distribution of operating cash flow and
distributable net proceeds from capital transactions.
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Basis for Distributions

Our company’s ability to make, and our manager’s decisions to make, distributions to our members will be
based upon the consolidated operating results of our company and our prospective subsidiaries. Although our
manager, in its capacity as general partner of RAC Bressi and manager of Bressi Development, has discretion over
whether to make distributions to us, our manager does not intend, and has no reason to withhold distributions from
our company, except as may be necessary to fund reserves for our subsidiaries as deemed appropriate by our
manager or required by any financing arrangements we may enter into.

Internal Rate of Return

In this offering circular we use the term “internal rate of return” to mean, with respect to an investment in
our Offered Units, the annual growth rate (also known as discount rate) on positive (distributions from us) and
negative (contributions to us) cash flows related to an investment in us necessary to adjust for the time value of
money in order to cause all such cash flows to equal your initial investment. When the purchasers of our Offered
Units have received aggregate distributions from us and made aggregate contributions to us such that when the sum
of the present values, as of the date of the closing of this offering, of all such distributions and contributions,
calculated assuming an annual growth rate (discount rate) of 10%, equals zero, then our Class A Members shall have
received cash flows from us such that they have reached the 10% internal rate of return threshold we refer to
throughout this offering circular.

Restrictions on Transfer

Our Offered Units are subject to certain restrictions on transfer set forth in our operating agreement.
Should a Class A Member desire to transfer his Offered Units, he must first give notice to our manager of his intent
to do so, which notice includes the number of Offered Units proposed to be transferred and the identity of the
proposed transferee (including the name and address of the proposed transferee). Our manager must then approve
the transfer of the Offered Units, provided, that, our manager may not withhold its approval unless, in the opinion of
the manager or its counsel, the proposed transfer of Offered Units would (i) violate any federal or state securities
law, (ii) cause us to be treated as a “publicly traded partnership” by the IRS, or (iii) cause our assets to be considered
“plan assets” as such term is defined in ERISA. See “MATERIAL FEDERAL INCOME TAX
CONSEQUENCES — Classification as a Partnership” and “ERISA CONSIDERATIONS.”

Description of Our Operating Agreement

The following summary describes material provisions of our operating agreement, but it is not a complete
description of our operating agreement, a copy of our operating agreement is enclosed with this offering circular as -

Appendix B2.
Purpose

The purposes of our company are to (i) acquire, finance and otherwise dispose of membership interests in
Bressi Development and limited partnership interests in RAC Bressi, (ii) operate the businesses for which those
entities were established, to the extent we have management rights over Bressi Development or RAC Bressi, and
(iii) engage in any other activities permitted under the Beverly-Killea Limited Liability Company Act, Cal. Corp.
Code Section 17000, ef seq., as amended.

Management

Subject to our members rights to vote to consent to certain transactions as described below, the business
and affairs of our company will be managed by, and all powers shall be exercised by our manager. Income Property
Group is our initial manager. Unless our manager resigns or is removed, our members have no right to elect a new
manager. Our manager may only be removed for “good cause” by the vote of either (i) members owning in excess
of 75% of our aggregate outstanding membership interest or (ii) Class A Members owning in excess of 75% of our
aggregate outstanding Offered Units. We define “good cause” as willful misfeasance, bad faith, gross negligence or
reckless disregard by our manager in the performance of its duties, our manager’s criminal conviction under federal
or state securities law, or any other criminal wrong-doing of our manager.

Our manager, and any of its affiliates, officers and directors, will be indemnified by us and held harmless
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from liability to us or any member for any action or inaction as long as (i) such person determined, in good faith,
that such action or inaction was in, or not opposed to, our best interests and (i) such action or inaction did not
constitute fraud, willful misconduct or gross negligence.

Our manager is required by our operating agreement to use its commercially reasonable efforts to carry out
the objectives of our company, and to devote, and cause its affiliates to devote, such amounts of their time, skill and
attention during normal business hours that our manager may deem necessary. However, our operating agreement
does not prevent our manager or any of its affiliates, officers, directors, members, employees or trustees from
engaging in other business activities, in which our company will have no right to participate.

We will reimburse our manager for all direct costs, fees and expenses incurred by our manager in
connection with its management and operation of us. We will not reimburse our manager for such items as salaries
and benefits of its employees, office space, or general overhead expenses.

“Members’ Voting Rights

The members as a whole, and the Class A Members as a group, will have the rights to consent to the
transactions described above in “MANAGEMENT — Major Decision Rights.” In addition, our members may
remove our manager for “good cause” (as defined above) by the vote of either (i) members owning in excess of 75%
of our aggregate outstanding membership interest or (ii) Class A Members owning in excess of 75% of our
aggregate outstanding Offered Units. In the event our manager is removed or resigns, a new manager may be
elected by the members owning a majority of our aggregate outstanding membership interests.

Capital Contributions and Accounts
Capital Contributions

Our members capital contributions, number and class of units of membership interest held, and percentage
interest in our company (by class and in total) will be reflected on Exhibit A to our operating agreement. If you
purchase Offered Units in this offering, you will make a cash capital contribution of $1,000 per Offered Unit
purchased and you will become a Class A Member of our company. Our Class B Members will contribute their
interests in Bressi Development and RAC Bressi for Class B Units concurrently with the closing of the purchase of
Offered Units in this offering.

Capital Accounts

Each member’s capital account will be maintained consistently with Section 1.704-1(b) of the regulations -
promulgated by the Department of the Treasury under the Code, or the regulations, and will be interpreted and
applied in a manner consistent with such regulations.

Allocations

The allocation provisions in our operating agreement are designed to meet the alternative test for economic
effect and contain a qualified income offset. This structure attempts to prevent any member from having a negative
(debit) balance in his adjusted capital account (as defined in our operating agreement) and may result in the
allocation of income to a member under a qualified income offset. Besides these allocation and other allocations for
proper maintenance of capital accounts, the allocation of profits and losses in our operating agreement are designed
to target the distributions contemplated for the members in their priorities.

Distributions

113

For a detailed description of the distribution provisions contained in our operating agreement, see “-
Distributions” above.

Restrictions on Transfer

For a detailed description of the restrictions on the transfer of our membership interests contained in our
operating agreement, see “- Restrictions on Transfer” above.

{00063165.1 } 62



Amendment
Our operating agreement may be amended only upon the affirmative vote of the Class A Members holding
a majority of the outstanding Offered Units and the affirmative vote of the Members holding a majority of the total

outstanding membership interests, collectively.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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MATERIAL FEDERAL INCOME TAX CONSEQUENCES

THIS SECTION DISCUSSES THE MATERIAL FEDERAL INCOME TAX CONSEQUENCES FOR AN
INDIVIDUAL INVESTOR WHO IS A U.S. CITIZEN OR RESIDENT. MOREOVER, THIS SUMMARY DOES
NOT DEAL WITH ALL TAX MATTERS THAT MAY BE RELEVANT TO YOU, AS A PARTICULAR
PROSPECTIVE INVESTOR, IN LIGHT OF YOUR PERSONAL CIRCUMSTANCES. THE TAX
CONSEQUENCES OF INVESTING IN THE OFFERED UNITS WILL NOT BE THE SAME FOR ALL
INVESTORS. A CAREFUL ANALYSIS OF YOUR PARTICULAR TAX SITUATION IS REQUIRED TO
EVALUATE THIS INVESTMENT PROPERLY. THEREFORE, WE URGE YOU TO CONSULT YOUR OWN
TAX ADVISOR. ‘

CIRCULAR 230 DISCLAIMER. THE ADVICE CONTAINED IN THIS OFFERING CIRCULAR
IS NOT INTENDED OR WRITTEN TO BE USED, AND CANNOT BE USED BY YOU, TO AVOID
PENALTIES AND IS WRITTEN TO SUPPORT THE MARKETING OF OUR OFFERED UNITS. YOU
SHOULD SEEK ADVICE REGARDING THE TAX IMPLICATIONS OF AN INVESTMENT IN OUR
OFFERED UNITS FROM AN INDEPENDENT ADVISOR. (THE FOREGOING LEGEND HAS BEEN
AFFIXED PURSUANT TO U.S. TREASURY REGULATIONS GOVERNING TAX PRACTICE.)

The following summary discusses the material U.S. federal income tax consequences of the acquisition,
ownership and disposition of our Offered Units that may be relevant to you. Kaplan & Frank, PLC has acted as our
tax counsel, has reviewed this summary, and is of the opinion we have been and will be treated, for U.S. federal
income tax purposes, as a partnership and that the tax discussion contained herein is accurate in all material respects.
You should be aware that Kaplan & Frank, PLC’s opinion is based upon customary assumptions, is conditioned
upon certain representations made by us as to factual matters (including representations regarding the conduct of our
business), is not binding upon the IRS, or any court, and speaks as of the date issued. In addition, Kaplan & Frank,
PLC’s opinion is based on existing federal income tax law, which is subject to change either prospectively or
retroactively.

The discussion contained herein is based upon the Internal Revenue Code of 1986, or the Code, as
amended, rules and regulations published thereunder and published rulings and court decisions, as each exists on the
date of this offering circular. This summary assumes our Offered Units will be held as capital assets for U.S. federal
income tax purposes, which generally means property held for investment. The discussion could be significantly
affected by statutory, regulatory or interpretive changes, including changes in the ruling policy of the Internal
Revenue Service, or the IRS, or by future court decisions. Any of these changes may or may not be retroactively
applied to transactions entered into or completed prior to the change. This discussion necessarily condenses or
eliminates details that might adversely affect some prospective investors significantly as a consequence of specific
factual circumstances affecting the investor. This summary is not intended to be a complete description of all of the
U.S. federal income tax consequences to any particular member of the acquisition, ownership and disposition of our
Offered Units because a member’s personal circumstances may affect his or her particular tax consequences.

This discussion does not address all of the aspects of U.S. federal income taxation that may be relevant to
members who aré subject to special treatment under U.S. federal income tax laws. Tax treatment for other
investors—such as trusts, corporations, tax-exempt organizations and employee benefit plans —are likely to differ
significantly from the principal tax consequences outlined in this section. Those other investors should consult with
their tax advisors. See “~Investment by Employee Benefit Plans and Other Tax-Exempt Organizations.” State
and local tax consequences may differ from the federal income tax consequences described below. See “—State and
Local Taxes.” : :

Classification as a Partnership

In order to be classified as a partnership for federal income tax purposes, our company must not be
classified as a corporation under the Code or elect to be classified as a corporation under the Code. Our company is
organized as a California limited liability company and intends to be classified as a partnership for federal income
tax purposes. Under the applicable Treasury Regulations known as the Check-the-Box-Regulations, an
unincorporated entity, such as a limited liability company, with at least two members may elect to be classified
gither as an association taxable as a corporation or a partnership. If such entity fails to make an election, it
generally will be treated as a partnership for federal income tax purposes. We have not elected to be treated as an
association taxable as a corporation under the Check-the-Box-Regulations, and, as such, shall be treated as a
partnership for federal income tax purposes.
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As a partnership for federal income tax purposes, each member of our company, including the Class A
Members, will be required to include in income his or her distributive share of our income, gain, loss, deductions or
credits without regard to whether he or she has received or will receive a distribution from us. See "-Federal
Income Taxation of Members." If for any reason in the future we are treated as a corporation, rather than a
partnership, for federal income tax purposes, then we would be required to pay federal income tax at the corporate
tax rates on our taxable income, thereby reducing the amount of cash available for distribution to our members.
Consequently, items of income, gain, loss, deductions or credits of us would not pass through to each of our
members. In addition, each member would be treated as a stockholder for federal income tax purposes and any
distribution by us to the members would be taxable to them as dividends, to the extent of current and accumulated
earnings and profits, or treated as gain from the sale of their membership interests, to the extent such distributions
exceed both current and accumulated eamings and profits of our company and each member's respective basis in
their membership interests.

Code Section 7704 provides that a “publicly traded partnership” may be treated as a corporation for federal
income tax purposes. A publicly traded partnership is one in which the interests in the partnership are traded on an
established securities market or are readily tradable on a secondary market or the substantial equivalent thereof. An
established securities market includes a securities exchange, as well as a regular over-the-counter market. Treasury
Regulations under Code Section 7704, known as the PTP Regulations, state that interests in a partnership are readily
tradable on a secondary market or the substantial equivalent thereof if (1) interests in the entity are regularly quoted
by any person making a market in the interests; (2) any person regularly makes available to the public bid or offer
quotes and stands ready to effect buy or sell transactions at the quoted prices for itself or on behalf of others; (3) the
holder of the interest has a readily available, regular and ongoing opportunity to sell the interest through a public
means of obtaining or providing information; or (4) prospective buyers and sellers otherwise have the opportunity to
buy, sell or exchange interests in the partnership in a time frame and with the regularity and continuity that is
comparable to the foregoing. Further, in order to be a publicly traded partnership, the partnership must participate in
the market or recognize the transfers made on the market. A partnership will be considered as participating in public
trading where trading in its interests is in fact taking place and the partnership’s governing documents impose no
limitation on the holders’ ability to readily transfer their interests. A partnership’s right to refuse to recognize
transfers is not a limitation unless the right is actually exercised.

The PTP Regulations provide several safe-harbors which a partnership may use in order to avoid its
interests being considered as readily tradable on a secondary market or the substantial equivalent thereof. One of the
safe-harbors which is available is the so-called “2.0% safe-harbor,” which provides that interests in a partnership are
not readily tradable on a secondary market or the substantial equivalent thereof if the sum of the percentage interests
in partnership capital or profits that are sold or otherwise transferred during a tax year does not exceed 2.0% of the
total interests in capital or profits. Another safe-harbor applies to transfers through a “qualified matching service”
that do not exceed 10.0% of the total interests in capital and profits, reduced in certain cases by the percentage
transferred outside the qualified matching service. The PTP Regulations impose significant limitations on qualified
matching services including the requirements that a sale cannot be closed any sooner than 45 days after the interest
was first listed for sale and that interest may not be listed for more than 120 days before being delisted for a period
of at least 60 days.

Whether the Offered Units will become readily tradable on a secondary market or the substantial equivalent
thereof cannot be predicted with certainty. While we do not anticipate a secondary market developing for the
Offered Units, we have no control over an independent third person establishing a secondary market in our Offered
Units. Our operating agreement requires that a member obtain the consent of our manager prior to any transfer of
his or her membership interest. Our manager intends to exercise its discretion by withholding its consent to transfers
that do not fall within the parameters of any safe harbor discussed above. Since we comply with the safe harbor
provisions of the PTP Regulations, we should not be considered a publicly traded partnership.

In the event we fail to continue to qualify for one of the limited safe-harbors under the PTP Regulations
then our company will be considered a publicly traded partnership for federal income tax purposes. If the our
company is considered a publicly traded partnership for federal income tax purposes, we will be treated as a
corporation for federal income tax purposes unless at least 90% of our gross income for each taxable year consists of
"qualifying income." Qualifying income includes interest, dividends, real property rents, gain from the disposition of
real property and income and gains from certain mineral and natural resource mining and production. While we will
primarily be engaged in developing, owning, operating and selling ActivCare at Bressi Ranch, whose revenues are
derived from rents paid for housing at the facility, which ordinarily would satisfy the "qualifying income" test set
forth above, we can give no assurance that because of the services we provide to our residents the IRS would not
construe all or part of the rents pay to us by our residents as services income, rather than rents from real property,
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and therefore would not satisfy the “qualifying income” test. Therefore, it is possible that we may not meet the 90%
"qualifying income" test and would be taxed as a corporation under the provisions governing publicly traded
partnerships if we were otherwise determined to be a publicly traded partnership.

If our company is considered a publicly traded partnership but not taxed for federal income tax purposes as
a corporation due to our satisfying the "qualifying income" test set forth above, then our company and its members
will be subject to additional federal income tax rules. Specifically, the net income from publicly traded partnerships
that are not taxed as corporations will not be treated as passive income for purposes of the passive loss rules.
Therefore, each of our members may not offset his share of the net income from us against his net losses from any
other publicly traded partnership and/or his net losses from passive activities. Additionally, each member's share of
the net losses of from us may not offset his other income but are instead suspended and carried forward. Our net
losses if any, can be applied against our net income in the next tax year (or the next succeeding tax year in which the
member has net income us). Upon a complete disposition (within the meaning of the passive loss rules) of a
member's entire membership interest in us, any remaining suspended losses are allowed.

If we do not qualify, or fail to continue to qualify, for one of the limited safe-harbors under the PTP
Regulations or the "qualifying income" test, then our company will be characterized as a publicly traded partnership
and treated as a corporation for federal income tax purposes. If we were treated for federal income tax purposes as a
corporation in any year, (i) we would be required to pay federal income taxes upon our taxable income; (ii) state and
local income taxes could be imposed on us; (iii) our losses would not be reportable by the members on their personal
income tax returns; (iv) any distributions would be taxable to a member as (a) ordinary income to the extent of
current or accumulated eamings and profits, and (b) gain from the sale of a member’s membership interest to the
extent any distribution exceeded the earnings and profits and the tax basis of the membership interest; and
(v) distributions would be classified as portfolio income which would not be available to offset passive activity
losses. See “—Limitation on Losses and Credits from Passive Activities.” Also, a change in status from a
partnership to a corporation could result in taxable income to each member. The amount of taxable income would
equal his share of our liabilities over the adjusted basis of his shares. Any of the foregoing would substantially
reduce the effective yield on an investment in our Offered Units.

Partnership Allocations

In general, a partner’s distributive share of partnership income, gain, deduction or loss will be determined
in accordance with the partnership agreement. However, if the allocations do not have substantial economic effect,
the partner’s distributive share will be determined in accordance with the partners’ interests in the partnership.
Therefore, a member's share of any item of our income, gain, loss, deductions, or credits is determined by our
operating agreement unless the allocations do not have substantial economic effect. See “DESCRIPTION OF
THE SECURITIES OFFERED - Description of our Operating Agreement — Allocations.”

An allocation has economic effect under the Treasury Regulations if: (i) each partner’s share of partnership
items is reflected by an increase or decrease in the partner’s capital account; (ii) liquidation proceeds are distributed
in accordance with capital account balances; and (iii) any partner with a capital account deficit following the
distribution of liquidation proceeds is required to restore such deficit. Even if a partner is not required to restore a
deficit in his capital account, the allocations will still have economic effect if the partnership agreement contains a
qualified income offset provision. A qualified income offset provision requires allocation of income or gain to a
partner when a partner unexpectedly receives an adjustment, allocation or distribution described in Treasury
Regulations Section 1.704-1(b)(2)(ii)(d)(4)-(16) in an amount and manner sufficient to eliminate such deficit
balance as quickly as possible.

The economic effect of a partnership’s allocations also must be “substantial.” Under Section 1.704-
1(b)(2)(iii) of the Treasury Regulations, the economic effect of an allocation is substantial if there is a reasonable
possibility that the allocation will affect substantially the dollar amounts to be received by the partners from the
partnership, independent of tax consequences. Notwithstanding the foregoing, the economic effect is not substantial
if, at the time that the allocation becomes part of the partnership agreement, (i) the after-tax economic consequences
of at least one partner may, in present value terms, be enhanced compared to such consequences if the allocation
were not contained in the partnership agreement, and (ii) there is a strong likelihood that the after-tax economic
consequences of no partner will, in present value terms, be substantially diminished compared to such consequences
if the allocations were not contained in the partnership agreement. The Treasury Regulations include a presumption
that the book value of depreciable partnership property is presumed to be its fair market value, and adjustments to
book value will be presumed to be matched by corresponding changes in fair market value.
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It cannot be determined whether the economic effect of the allocations in our operating agreement is
substantial because the individual tax situations of purchasers of the Offered Units are unknown; however, because
the allocations do not vary from year to year or member to member, we believe that the allocations will be deemed
to be substantial. However, no assurance can be given that the IRS will not disagree. If the IRS were successful in
challenging our allocations, each member’ share of tax loss could decrease or their share of taxable income could
increase.

Federal Taxation of Our Members

As long as our company is treated as a partnership for federal income tax purposes, it will not be subject to
any federal income taxes. Nonetheless, we will file federal partnership information tax returns for each calendar
year.

Each member will be required to report on his own federal income tax return his share of our company’s
items of income, gain, loss, deduction or credit. A member will be subject to tax on his distributive share of our
income whether or not any distribution is made to him.

Initially, a Class A Member’s tax basis for his Offered Units will be equal to the price paid for the Offered
Units. Each member will increase the tax basis for his Offered Units by (i) his allocable share of our taxable
income, and (ii) any increase in his share of our liabilities, and will decrease the tax basis for his Offered Units by:

. his allocable share of our tax loss;
. the amount of any distributions; and
. any reduction in his share of our liabilities.

If the amount of a cash distribution to a member for any year exceeds the member’s share of our taxable
income for the year, the excess will constitute a return of capital. A return of capital will be applied first to reduce
the tax basis of a Class A Member’s Offered Units. Any amounts in excess of the tax basis generally will be taxable
as a gain from the sale of a capital asset if the Offered Units are held by a Class A Member as a capital asset.

THE TAXATION OF MEMBERS OF A LIMITED LIABILITY COMPANY IS HIGHLY
COMPLEX AND DEPENDENT ON EACH INDIVIDUAL MEMBERS TAX SITUATION. EACH
PROSPECTIVE INVESTOR SHOULD CONSULT ITS OWN TAX ADVISER CONCERNING THE
IMPACT OF THE TAX CONSEQUENCES OF AN INVESTMENT IN US ON HIS OR HER OWN
PERSONAL FEDERAL INCOME TAX SITUATION. '

Partnership Distributions

Due to potential timing differences between income recognition for federal income tax purposes and actual
cash distributions, it is possible that a member may incur federal income tax liabilities in excess of actual cash
distributions made prior to the date that the liability arises or that the tax is due. To the extent cash is available, the
we intend to make distributions to the members (except to the extent such distributions would constitute a violation
of the Beverly-Killea Limited Liability Company Act or other applicable law), and in an amount that is deemed by
our manager to be sufficient, to allow the timely payment of the combined estimated federal and state income taxes
of the members attributable to allocations of our income, gain, loss, and deduction to the members.

Limitation of Deductibility of Capital Losses

If you are an -.individual, any capital losses generated by us (or upon a disposition of our Offered Units)
generally will be deductible only to the extent of your capital gains for the taxable year plus up to $3,000 of ordinary
income ($1,500 in the case of a married individual filing a separate return). Excess capital losses may be carried
forward by individuals indefinitely. If you are a corporation, any capital losses generated by us (or upon a

- disposition of shares) generally will be deductible to the extent of your capital gains for the taxable year.
Corporations generally may carry capital losses back three years and forward five years. You should consult your
tax advisors regarding the deductibility of capital losses.
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Limitation on Losses and Credits from Passive Activities

Code Section 469 limits the amount of losses that individuals and certain other taxpayers may claim from
an activity in which the taxpayer does not materially participate. Under this limitation, net losses from a passive
activity may only be deducted against net income from passive activities. Passive activity losses may not be used to
offset compensation income or other forms of active income. Also, passive activity losses may not be used to offset
interest, dividends and other forms of portfolio income. On the other hand, passive activity income may be offset by
passive losses from other rental activities or activities in which such taxpayer also does not materially participate.
Additionally, in the event we are characterized as a publicly traded partnership taxable as a partnership pursuant to
the “qualifying income” test described above, the passive loss rules will be subject to the modification. See “-
Classification as a Partnership.”

Most members should only be able to deduct their share of our passive activity losses to the extent they
have passive income from other sources. Any excess passive activity losses should be suspended and carried
forward indefinitely. Suspended passive activity losses may be used to offset passive activity income in future
years. Suspended passive activity losses also may be claimed in full against all types of income if a member
disposes of his entire interest in the activity in a fully taxable transaction to an unrelated person.

We may have portfolio income to the extent that we receive interest income earned from the investment of
our working capital or other investment by us. Portfolio income is not considered as income from a passive activity.
Therefore, members may be required to recognize taxable portfolio income and pay tax thereon in years in which
they also are allocated passive losses which cannot be used by them.

Sale or Other Disposition of OQur Property

Generally, any gain realized by our company on the sale of property held for more than one year will be
long-term capital gain, except for any portion of such gain that is treated as depreciation or cost recovery recapture.
Any gain recognized by us upon the disposition of a property acquired by us for cash will be allocated among the
members in accordance with the allocation provisions of our operating agreement.

Each member's allocable share of any gain realized by us on the sale of any property held by us as
inventory or other property held primarily for sale to customers in the ordinary course of our trade or business will
be treated as ordinary income. We do not currently intend to acquire or hold or allow any property that represents
inventory or other property held primarily for sale to customers in the ordinary course of our trade or business.

Transfers of Offered Units

In general, gain or loss is recognized on the sale or exchange of the Offered Units based on the difference
between (i) the amount realized, which includes cash, the fair market value of other property received and the
member’s share of our liabilities, if any, with respect to the Offered Unit(s) transferred and (ii) the transferor’s tax
basis in the Offered Unit(s) transferred. The gain or loss recognized on a sale or exchange of Offered Units will
generally be taxable as capital gain or loss, except that the gain may be characterized as unrecaptured Section 1250
gain or as ordinary income to the extent attributable to the transferring member’s allocable share of certain ordinary
income assets of our company. For tax years ending prior to 2013, with respect to individuals, gain that is taxable as
long-term capital gain, and not subject to special rates, will generally be subject to a reduced maximum rate of
fifteen percent (15%) for federal income tax purposes pursuant to the Tax Relief, Unemployment Insurance
Reauthorization and Job Creation Act of 2010. In 2013, the reduced maximum rate will sunset without
Congressional intervention and the capital gains rates on long-term capital rates not subject to special rates will
increase to a maximum rate of twenty percent (20%) for federal income tax purposes with respect to individuals.
Unrecaptured Section 1250 allocated to an individual will not be affected by the sunset provision discussed above
and will be subject to a rate of twenty-five (25%) for federal income tax purposes absent Congressional action.

Our manager will allocate, in conformity with our operating agreement and relevant federal income tax
rules, our items of income, gain, loss, deduction, and credit for the tax year of a transfer between the transferor and
transferee. Members considering transfers are urged to consult their own tax advisors regarding the federal income

tax consequences of such transfer.

Alternative Minimum Tax

In certain circumstances, individuals, corporations and other taxpayers may be subject to an alternative
{00063165.1 } 68



minimum tax in addition to regular tax. Your potential alternative minimum tax liability may be affected by reason
of an investment in our Offered Units in determining the alternative minimum tax liability of a U.S. holder. The
extent, if any, to which the alternative minimum tax applies will depend on your particular circumstances for each
taxable year.

Liquidation of our Company

Our operating agreement provides that our assets will be sold upon our liquidation. The sale proceeds will
be distributed pursuant to the terms of our operating agreement. Each member will realize his share of the gain or
loss on the sale of our assets. In addition, each member will recognize gain or loss measured by the difference
between the cash he receives in liquidation and the adjusted tax basis of his membership interest. The cash a
member receives will include the cash constructively received as a result of relief of liabilities. Gain or loss
recognized generally will constitute capital gain or loss. However, gain attributable to any property held by our
company as inventory or other property held primarily for sale to customers in the ordinary course of our trade or
business will be treated as ordinary income.

Investment by Employee Benefit Plans and Other Tax-Exempt Organizations; UBTI

Employee benefit plans, such as qualified pension and profit sharing plans, Keogh plans and IRAs are
generally exempt from federal income tax. However, the amount of any unrelated business taxable income, or
UBTI, less directly connected allowable deductions, that exceeds a specific deduction of $1,000 in any taxable year
is subject to an unrelated business tax. Other charitable and tax-exempt organizations in addition to those listed
above may also be subject to tax. UBTI includes gross income derived from a business not substantially related to
the purpose which forms the basis for the entity’s tax-exempt status, less the deductions allowed which are directly
connected with the carrying on of the business. UBTI generally excludes dividends, interest and gains from the sale
of property and all deductions directly connected with that income unless they are derived from debt-financed
property. Our company will be engaged primarily in the business of developing, owning, operating and selling
ActivCare at Bressi Ranch and any taxable income from such activities will constitute UBTI regardless of whether
the facility is debt-financed.

We anticipate that a portion of the gain from the sale of ActivCare at Bressi Ranch also will be included in
the unrelated business taxable income of a tax-exempt entity because we believe ActivCare at Bressi Ranch qualifies
as a debt-financed property. Debt-financed property is defined as any property which is held to produce income and
with respect to which there is acquisition indebtedness at any time during the taxable year. Acquisition indebtedness
is defined as the unpaid amount of (i) indebtedness incurred by the organization in acquiring the property,
(ii) indebtedness incurred before the acquisition of the property if the indebtedness would not have been incurred but
for the acquisition, and (iii) indebtedness incurred after the acquisition of the property if the indebtedness would not
have been incurred but for the acquisition and the incurrence of indebtedness was reasonably foreseeable at the time -
of the acquisition. A tax-exempt entity will be required to include as UBTI an amount that is equal to its share of
the total gross income from the property multiplied by the average acquisition indebtedness associated with the
property for the taxable year and divided by the average acquisition indebtedness associated with the property for
the taxable year divided by the average adjusted basis for the property for the taxable year. Accordingly, prospective -
investors that are tax-exempt entities should consult their tax advisors concerning the possible federal state and
local income and other tax consequences resulting from an investment in us.

Notwithstanding the preceding, a charitable remainder trust that recognizes UBTI will be subject to an
excise tax equal to 100% of that income. Any tax due should be paid directly from the tax-exempt entity. Payment
of the tax by the beneficiary could have other adverse tax consequences. ' :

ALL TAX-EXEMPT ENTITIES ARE URGED TO OBTAIN THE ADVICE OF A QUALIFIED TAX
ADVISOR ON THE EFFECT OF AN INVESTMENT IN THE OFFERED UNITS.

Section 754 Election

Our manager likely will elect under Section 754 of the Code to adjust the tax basis in all or a portion of our
assets in the event of a distribution of property to a holder or in the event of a transfer of an interest in us, including
our Offered Units, by sale or exchange or as a result of the death of a holder. We would also be required to reduce
the tax basis in our assets in connection with certain redemptions and dispositions of our membership interests. If
we make an election under Section 754 of the Code, each of our members would have an initial tax basis in our
assets that reflects the fair market value of our assets at the time of the purchase. Because our members are treated
as having differing tax bases in our assets, a sale of an asset by us may cause our members to recognize different
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amounts of gain or loss or may cause some members to recognize a gain and others to recognize a loss. Depending
on when a member purchases its membership interest and the fair market value of our assets at that time, the
member may recognize gain for U.S. federal income tax purposes from the sale of certain of our assets even though .
the sale would cause us to recognize a loss for financial accounting purposes. An election under Section 754 of the
Code, if made, can be revoked only with the consent of the IRS. .

The calculations under Section 754 of the Code are complex. If we make an election under Section 754, to
help reduce the complexity of those calculations and the resulting administrative costs to us, we will apply certain
conventions in determining and allocating basis adjustments. It is possible that the IRS will successfully assert that
the conventions we intend to use do not satisfy the technical requirements of the Code or Treasury Regulations and,
thus, will require different basis adjustments to be made. Such different basis adjustments could adversely affect the
manner in which our income, gain, loss, deduction and credit is allocated to certain of our members.

Tax Returns

We will file an information return on IRS Form 1065 and will provide information on Schedule K-1 to each
member following the close of our tax year. We intend to use reasonable efforts to furnish to you tax information
(including IRS Schedule K-1) as promptly as possible after the end of each taxable year, which describes your
allocable share of our income, gain, loss, deduction and credit for the preceding taxable year. In preparing this
information, we will use various accounting and reporting conventions to determine your allocable share of income,
gain, loss, deduction and credit. If we are delayed in providing you with this information, it is possible that, in any
taxable year, you will need to apply for extensions of time to file your tax returns. The IRS may successfully
contend that certain of these reporting conventions are impermissible, which could result in an adjustment to your
income or loss. If you are a non-U.S. holder, there can be no assurance that this information will meet your
jurisdiction’s tax compliance requirements.

It is possible that we may engage in transactions that subject us and, potentially, our members to other
information reporting requirements with respect to an investment in us. You may be subject to substantial penalties
if you fail to comply with such information reporting requirements. You should consult with your tax advisors
regarding such information reporting requirements.

Nominee Reporting

Persons who hold our membership interests as nominees for another person are required to furnish to us (i) the
name, address and taxpayer identification number of the beneficial owner.and the- nominee; (ii) whether the
beneficial owner is (1) a person that is not a U.S. person, (2) a foreign government, an international organization or
any wholly-owned agency or instrumentality of either of the foregoing, or (3) a tax-exempt entity; (iii) the amount
and description of shares held, acquired or transferred for the beneficial owner; and (iv) specific information
including the dates of acquisitions and transfers, means of acquisitions and transfers, and acquisition costs for
purchases, as well as the amount of net proceeds from sales. A penalty of $50 per failure, up to a maximum of
$100,000 per calendar year, is imposed by the Code for failure to report that information to us.

Brokers and financial institutions are required to furnish additional information, including whether they are
U.S. persons and specific information on shares they acquire, hold or transfer for their own account. The nominee is
required to supply the beneficial owner of our membership interests with the information furnished to us.

Taxable Year

A partnership is required to have a tax year that is the same tax year as any partner, or group of partners, that
owns a majority interest (more than 50%) in the partnership. Our taxable year is currently the calendar year. A
partnership also is required to change its tax year every time a group of partners with a different tax year end
acquires a majority interest, unless the partnership has been forced to change its tax year during the preceding two
year period. In the event the majority interest in us changes to a group of members with a different tax year and we
have not been forced to change our tax year during the preceding two year period, we would be required to change
our tax year to the tax year of that group of members.

Treatment of Amounts Withheld
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If we are required to withhold any U.S. tax on distributions made to any member, we will pay such withheld
amount to the IRS. That payment, if made, will be treated as a distribution of cash to the member with respect to
whom the payment was made and will reduce the amount of cash to which such member would otherwise be
entitled.

Tax Shelter Regulations

In certain circumstances, a member who disposes of our membership interests resulting in the recognition by
such member of significant losses in excess of certain threshold amounts may be obligated to disclose its
participation in such transaction, or a “reportable transaction,” in accordance with regulations governing tax shelters
and other potentially tax-motivated transactions, or the “Tax Shelter Regulations.” In addition, an investment in us
may be considered a “reportable transaction” if, for example, we recognize certain significant losses in the future.
You should consult with your tax advisors concerning any possible disclosure obligation under the Tax Shelter
Regulations with respect to the disposition of your Offered Units or your allocable share of certain losses incurred
by us. '

Backup Withholding

We will be required in certain circumstances to backup withhold on certain payments paid to noncorporate
members who do not furnish us with their correct taxpayer identification number (or, in the case of individuals, their
social security number) and certain certifications, or who are otherwise subject to backup withholding. Backup
withholding is not an additional tax. Any amounts withheld from payments made to you may be refunded or credited
against your U.S. federal income tax liability, if any, provided that the required information is timely furnished to
the IRS.

New Legislation or Administrative or Judicial Action

The rules dealing with U.S. federal income taxation are constantly under review by persons involved in the
legislative process, the IRS and the Treasury, frequently resulting in revised interpretations of established concepts,
statutory changes, revisions to regulations and other modifications and interpretations. No assurance can be given as
to whether, or in what form, any proposals affecting us or our members will be enacted. The IRS pays close
attention to the proper application of tax laws to partnerships. The present U.S. federal income tax treatment of an
investment in our Offered Units may be modified by administrative, legislative or judicial interpretation at any time,
and any such action may affect investments and commitments previously made. We and our members could be
adversely affected by any such change in, or any new, tax law, regulation or interpretation.

State and Local Taxes

Our members may be subject to various state and local. taxes and tax filing requirements. You are urged to
consult your tax advisors with respect to the state and local tax consequences of acquiring, owning and disposing of
your Offered Units, including potential state tax filing requirements.

Audit of Tax Returns

The IRS could audit our tax information returns. Any audit could result in the audit of a member’s tax
return. An audit of a member’s return could result in adjustments to items related to our company as well as items
not related to us. :

The Code treats a partnership as a separate entity for purposes of audit, settlement and judicial review.
Thus, the IRS may audit and make a single determination of the propriety of a partnership’s treatment of partnership
tax items at the partnership level. In general, a partnership’s tax matters partner represents the partnership and its
partners in the event of an audit of the partnership’s tax returns. Our manager is our tax matters partner. All
partners are nevertheless entitled to participate in an audit and each partner may enter into a settlement agreement on
his own behalf with the IRS.

If the IRS proposes any adjustments to the tax returns filed by us or a member, substantial legal and
accounting expenses and deficiency interest and penalties may be incurred. We will not bear any expense that may
be incurred by a member in connection with the adjustments or audit of the member’s returns.

Our manager has the authority to conduct, on our behalf and on behalf of our members, all examinations by
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tax authorities relating to our company at our expense. A tax controversy could result in substantial legal and
accounting expenses being charged to us, even if the outcome is favorable.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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ERISA CONSIDERATIONS

General

The following section sets forth certain consequences under ERISA and the Code, which a fiduciary of an
“employee benefit plan” as defined in, and subject to the fiduciary responsibility provisions of, ERISA or of a
“plan” as defined in and subject to Section 4975 of the Code who has investment discretion should consider before
deciding to invest the plan’s assets in us (such “employee benefit plans” and “plans” being referred to herein as
“Benefit Plans,” and such fiduciaries with investment discretion being referred to herein as “Plan Fiduciaries”). The
following summary is not intended to be complete, but only to address certain questions under ERISA and the Code
which are likely to be raised by the Plan Fiduciary’s own counsel.

In general, the terms “employee benefit plan” as defined in ERISA and “plan” as defined in Section 4975
of the Code together refer to any plan or account of various types that provides retirement benefits or welfare
benefits to an individual or to an employer’s employees and their beneficiaries. Such plans and accounts include,
but are not limited to, corporate pension and profit sharing plans, “simplified employee pension plans”, Keogh plans
for self-employed individuals (including members), individual retirement accounts described in Section 408 of the
Code and medical benefit plans.

Each Plan Fiduciary must give appropriate consideration to the facts and circumstances that are relevant to
an investment in us, including the role an investment in us plays in the Benefit Plan’s investment portfolio. Each
Plan Fiduciary, before deciding to invest in us, must be satisfied that investment in us is a prudent investment for the
Benefit Plan, that the investments of the Benefit Plan, including the investment in us, are diversified so as to
minimize the risks of large losses and that an investment in us complies with the documents of the Benefit Plan and
related trust.

EACH PLAN FIDUCIARY CONSIDERING ACQUIRING OFFERED UNITS MUST CONSULT ITS
OWN LEGAL AND TAX ADVISERS BEFORE DOING SO.

Restrictions on Investments by Benefit Plan Investors

ERISA and a regulation issued thereunder contain rules for determining when an investment by a Benefit
Plan in a partnership will result in the underlying assets of the partnership being assets of the Benefit Plan for
purposes of ERISA and Section 4975 of the Code (ie., “plan assets”). Those rules provide that assets of a
partnership will not be plan assets of a Benefit Plan which purchases an interest therein if the investment by all
“benefit plan investors” is not “significant” or certain other exceptions apply. The term “benefit plan investors”
includes all Plans (i.e., all “employee benefit plans” as defined in and subject to the fiduciary responsibility
provisions or ERISA and all “plans” as defined in and subject to Section 4975 of the Code), and all entities that hold -
“plan assets” (each a “Plan Assets Entity”) due to investments made in such entities by already described benefit
plan investors. ERISA provides that a Benefit Plan is considered to hold plan assets only to the extent of the
percentage of the Benefit Plan’s equity interests held by benefit plan investors. In addition, all or a portion of an
investment made by an insurance company using assets from its general account may be treated as a benefit plan
investor. Investments by Benefit Plan Investors will be deemed not significant if benefit plan investors own, in the
aggregate, less than 25% of the total value of each class of equity interests of the partnership (determined by not
including the investments of persons with discretionary authority or control over the assets of such partnership, of
any person who provides investment advice for a fee (direct or indirect) with respect to such assets, and affiliates of
such persons; provided, however that under no circumstances are investments by benefit plan investors excluded
from such calculation). ) '

In order to avoid causing our assets to be “plan assets,” our manager intends to restrict the aggregate
investment by benefit plan investors to under 25% of the total value of each class of membership interests in us, as
of any given time (not including the investments of any person who provides investment advice for a fee (direct or
indirect) with respect to our assets, and any entity (other than a benefit plan investor) that is directly or indirectly
through one or more intermediaries controlling, controlled by or under common control with any of such entities
(including a company or other entity for which our manager is the managing member, general partner, investment
advisor or provides investment advice), and each of the principals, officers and employees of any of the foregoing
entities who has the power to exercise a controlling influence over the management or policies of such entity or of
our company). Furthermore, because the 25% test is ongoing, additional investments by benefit plan investors may
be restricted.
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Ineligible Purchasers

In general, Offered Units may not be purchased with the assets of a Benefit Plan if our manager, any
broker-dealer, any of their respective affiliates or any of their respective employees either: (a) has investment
discretion with respect to the investment of such plan assets; (b) has authority or responsibility to give or regularly
gives investment advice with respect to such plan assets, for a fee, and pursuant to an agreement or understanding
that such advice will serve as a primary basis for investment decisions with respect to such plan assets and that such
advice will be based on the particular investment needs of the Benefit Plan; or (c) is an employer maintaining or
contributing to such Benefit Plan. A party that is described in clause (a) or (b) of the preceding sentence is a
fiduciary under ERISA and the Code with respect to the Benefit Plan, and any such purchase might result in a
“prohibited transaction” under ERISA and the Code.

Except as otherwise set forth, the foregoing statements regarding the consequences under ERISA and the
Code of an investment in us are based on the provisions of the Code and ERISA as currently in effect, and the
existing administrative and judicial interpretations thereunder. No assurance can be given that administrative,
judicial, or legislative changes will not occur that may make the foregoing statements incorrect or incomplete.

ACCEPTANCE OF SUBSCRIPTIONS ON BEHALF OF PLANS IS IN NO RESPECT A
REPRESENTATION BY OUR MANAGER OR ANY OTHER PARTY RELATED TO US THAT THIS
INVESTMENT MEETS THE RELEVANT LEGAL REQUIREMENTS WITH RESPECT TO
INVESTMENTS BY ANY PARTICULAR PLAN OR THAT THIS INVESTMENT IS APPROPRIATE FOR
ANY PARTICULAR PLAN. THE PERSON WITH INVESTMENT DISCRETION SHOULD CONSULT
WITH HIS OR HER ATTORNEY AND FINANCIAL ADVISERS AS TO THE PROPRIETY OF AN
INVESTMENT IN US IN LIGHT OF THE CIRCUMSTANCES OF THE PARTICULAR PLAN.
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REPORTS

We will furnish the following reports, statements, and tax information to each Class A Member:

No Membership Certificates. We will not issue membership certificates representing Offered Units
purchased in this offering to the Class A Members. The number of Offered Units held by each Class A Member,
and each Class A Member’s percentage of the aggregate outstanding Offered Units, will be maintained by us as an
exhibit to our operating agreement.

Notification of Closing. We will notify all investors whose subscriptions have been accepted for the
purchase of the Offered Units of the closing of this offering and the release of the proceeds therefrom from escrow
either (a) via email within 24-hours of the closing if you have provided us with an email address, which email will
be followed by notification via United States mail or (b} via United States mail within five (5) business days if you
did not provide an email address to us in your completed subscription agreement.

Operating Agreement. Within thirty (30) days of the closing of this offering and the release of its
proceeds to us, we will transmit to each purchaser of Offered Units, via United States mail or other carrier, an
executed copy of our operating agreement, including the completed exhibit showing the Class A Members, their
number of Offered Units owned, and their percentage interest in the Offered Units. We will update such exhibit to
our operating agreement to account for any Offered Units transferred or redeemed. A Class A Member may request
an updated copy of the Class A Membership exhibit from us at any time.

Tax Information. Within 90 days after the end of each fiscal year, which is currently the calendar year,
we will send to each Class A Member such tax information as shall be necessary for the preparation of federal
income tax returns and state income and other tax returns with regard to the applicable jurisdictions.

INDEPENDENT AUDITORS

Our financial statements as of August 31, 2011 and for the period from our inception and RAC Bressi’s and
Bressi Development’s financial statements as of December 31, 2010 and for the periods from their respective
inceptions and appearing in Part F/S of this offering circular, have been audited by Lavine, Lofgren, Morris and
Engelberg, LLP, independent certified public accountants, as set forth in their report thereon in Part F/S. Lavine,
Lofgren, Morris and Engelberg has also reviewed the interim financial statements as of June 30, 2011 for RAC
Bressi and Bressi Development appearing in Part F/S. Our pro forma financial statements as of June 30, 2011 and
set forth in Part F/S showing the effects of our reorganization transactions and the closing of this offering as if they
had occurred on June 30, 2011 have not been audited or reviewed by Lavine, Lofgren, Morris and Engelberg or any
other independent accountant.

ADDITIONAL INFORMATION AND DOCUMENTS

We have filed with the SEC an Offering Statement under Regulation A of the 1933 Act with respect to the
Offered Units. This offering circular does not contain all the information set forth in the Offering Statement and the
exhibits and schedules thereto. For further information with respect to our company and the Offered Units,
reference is hereby made to the exhibits and schedules thereto. The Offering Statement can be inspected without
charge at the office of the SEC at Judiciary Plaza, 450 Fifth Street, N.W. Washington, D.C. 20459 and copies' may
be obtained at prescribed rates from the Public Reference Section of the Commission in Washington, D.C. Further,
if you would like a copy of any of the documents referred to in this offering circular as exhibits to the Offering
Statement and not already included as Appendices to this offering circular, please contact us at:

ActivCare at Bressi Ranch, LLC
c/o Income Property Group

c/o Health Care Group

9619 Chesapeake Dr., Ste. 103
San Diego, CA 92123

Telephone: 858-565-4424

Fax: 858-565-1508

Email: JanetK @healthcaregrp.com
Attn: Janet Kruger
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ACTIVCARE AT BRESSI RANCH, LLC

FINANCIAL STATEMENTS AND
INDEPENDENT AUDITORS’ REPORT

For the Period from Inception (June 8, 201 1)
to August 31, 2011
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An Independent Member of
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INDEPENDENT AUDITORS' REPORT

To the Member of
ActivCare at Bressi Ranch, LLC
San Diego, California

We have audited the accompanying balance sheet of ActivCare at Bressi Ranch, LLC (the “Company”) as
of August 31, 2011 and the related statements of operations and changes in member’s equity and cash
flows for the period from inception (June 8, 2011) to August 31, 2011. These financial statements are the
responsibility of the Company’s management. Our responsibility is to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion. - ‘

In our opinion, the financial statements referred to above present fairly, in all material respects, the -
financial position of ActivCare at Bressi Ranch, LLC as of August 31, 2011, and the results of its
operations and its cash flows for the period from inception (June 8, 2011) to August 31, 2011 in
conformity with accounting principles generally accepted in the United States of America.

/s/ Lavine, Lofgren, Morris & Engelberg, LLP

La Jolla, California
September 23, 2011
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ACTIVCARE AT BRESSI RANCH, LLC

Balance Sheet
August 31, 2011

There were no assets or liabilities as of the date above.

{00063165.1 } F-3



AcCTIVCARE AT BRESSI RANCH, LLC

Statement of Operations and Changes in Member’s Equity
For the Period from Inception (June 8, 2011) to August 31, 2011

There was no activity during this period.
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AcCTIVCARE AT BRESSI RANCH, LLC

Statement of Cash Flows
For the Period from Inception (June 8, 2011) to August 31, 2011

There was no activity during this period.
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AcTIVCARE AT BRESSI RANCH, LLC

Note to Financial Statements
August 31, 2011

NOTE 1. NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES

Organization and Nature of Business

ActivCare at Bressi Ranch, LLC (the “Company”) is a California limited liability company formed on June 8, 2011
for the purpose of obtaining all of the financial interest in a residential care facility for the elderly, known as
ActivCare at Bressi Ranch, located in Carlsbad, California. The Company intends to file a Regulation A Offering
Statement Under the Securities Act of 1933 (the “Offering”) for the purpose of raising an estimated $4,365,000,
net of estimated offering costs of $635,000. Concurrent with the Offering, the Company intends to acquire all of
the membership interests in Bressi Development LLC and all of the limited partnership interests in R.A.C. Bressi,
LP. Bressi Development LLC is currently constructing the residential care facility, which it owns, and R.A.C.
Bressi, LP intends to operate the facility once construction is complete.

To the extent permitted by the California Corporations Code, members of the Company are not personally liable
for the liabilities of the Company.

The initial member and the manager of the Company is Income Property Group. Pursuant to the Offering, the
Company expects to have additional members and will redeem Income Property Group as a member at the
closing of the Offering. See the Operating Agreement for a description of the allocations and distributions among
the members. The shareholders of Income Property Group are also partners/members of R.A.C. Bressi, LP and
Bressi Development LLC.

Income Taxes

The Company is treated as a partnership for income tax reporting purposes, rather than as an association
taxable as a corporation. Any income and expense are allocated to individual partners who are then taxed
based on their own tax situations. The tax returns and amounts of distributable income or loss of the Company
are subject to examination by federal and state taxing authorities. If such examination results in a change in the
Company’s income tax status, a provision for income taxes may need to be recorded.

Subsequent Events

The Company has evaluated subsequent events through the date of the independent auditors’ report, which is
the date the financial statements were available to be issued.
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AcTIVCARE AT BRESSI RANCH, LLC

Proforma Consolidated Balance Sheet

June 30, 2011 (Unaudited)

THE PRO FORMA BALANCE SHEET OF ACTIVCARE AT BRESSI RANCH, LLC WAS
PREPARED BY OUR COMPANY AND WAS NEITHER AUDITED NOR REVIEWED BY
LAVINE, LOFGREN, MORRIS AND ENGELBERG, LLP OR ANY OTHER INDEPENDENT

ACCOUNTANT.

‘Proforma Cor

March 31, 201

{ASSETS

ff "I_\'ctivcvaré at
_|_Bressi Ranch, LLC

Bressi )
Development LLC!

rty receivable N ) I Y -l 180 ]
.Construction in progress R 1 - 4,330,156 - 4,330,156 | | -1 ] 4,330,156
Loan ongmat«on fees, net - - 127,098 - 127,098 | . - 127,098
{77 "Total assets T oo s ) - § T aa782ia (8 L1 |3 4478214 | "' $ 2802000 67,280,214
‘LIABILITIES AND MEMBERSTPARTNERS' EQUITY (DEFICIT) T i N
Accounts payable - T i 1§ 314,933
Accrued interest o N Do T 57,311
‘Refated party notes payable ~ e (1,563,000){(3)i__ -
Note payable: e o - 2,634,100
e ,000)! | 3,006,344

- 4,365,000 i(2)] 4,273,870

$ $ 4478214 . $ 2,802,000 . | $7,280,214

"“Note: This consoiidated proforrna presentatnon nges rise to ActivCare at Bressi occurred on March 31, 2011 and | |

e reiated party notes. @yable are expece g l_)g»gal

of

the concurrent acquisitions of Bressi Development LLC and RA.C. Bressi, LP. All amounts on this consolldated pr
; <.. .
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ACTIVCARE AT BRESSI RANCH, LLC

Proforma Consolidated Balance Sheet
June 30, 2011 (Unaudited)

THE PRO FORMA BALANCE SHEET OF ACTIVCARE AT BRESSI RANCH, LLC WAS
PREPARED BY OUR COMPANY AND WAS NEITHER AUDITED NOR REVIEWED BY
LAVINE, LOFGREN, MORRIS AND ENGELBERG, LLP OR ANY OTHER INDEPENDENT
ACCOUNTANT.

. _ hctvCareat :  Bressi ' 1 RAC. |  Proforma. _
:Bressi Ranch, LLC | DevelopmentLLC . | Bressi, LP : C i Adjustments ! Proforma
o - ; i !
ASSETS T T T TR ) )
Cash ! o ’ ) Cos T Ty gt s 70 2,941,378
Related party receivable _ ~ o i P 125 7225
. - Al 5627221
- L2 AT R L
— 119,766 | -1 119,766 ;
) o s T s spesse: (5 8,695,500
LIABILITIES AND MEMBERS'IPARTNERS' EQUITY (DEFICIT) | o N
! ! B L ! ' ;
Accounts payable B o . o 505,186 " s -8 5186
Accruedinterest _ . 18801 - : i
Related party notes payable b 1563000 L ;
{Note payable o ] o ‘ 3,941,398 -
__Totalliabilities _ - i ) 6083385 o Tamso0) 45253
i ! P ]
Members'/Partners’ equity (deficit) H (194,795) - 4,365,000 {1): 4,170,205 :
] H B
S g S . SRS FPU ISRV RN SN D s A - R |
es and members'/partners' equity (deficit) $ 893,590 1 ' § - 18 i$ 2,802,000 ;8 8,695,590
- - . —- e ;
Note: This consaldated proforma presentaton gives rise to ActivCare at Bressi Ranch |
t acquisitions of Bressi Development LLC and RA.C. Bressi, LP. A e
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AcCTIVCARE AT BRESSI RANCH, LLC

Pro Forma Statement of Operations

For The Six Months Ended June 30, 2011 (Unaudited)

THE PRO FORMA STATEMENT OF OPERATIONS OF ACTIVCARE AT BRESSI RANCH,
LLC WAS PREPARED BY OUR COMPANY AND WAS NEITHER AUDITED NOR
REVIEWED BY LAVINE, LOFGREN, MORRIS AND ENGELBERG, LLP OR ANY OTHER

INDEPENDENT ACCOUNT

ANT.

- S T pdwcaest | | Bress | RAC. ] Profoma |
Bressi Ranch LLC Development LLC Bressi, LP Consolidated : Adjustments | Proforma
Expenses: | : il ‘-
Marketing and advertising $ SRE 93,061 BRE 93,061 : ) -8 93,061
General and adminsralive 15558 | - 15,558, : 15,558
"Netloss 0 RS B R %  (108619)
i : |
{ } |
[

Note ThIS consohdated proforma presentatlon gn}es rise to Actvaa_re atBressi Ranch, LLCs Regulatlon AOﬁenng as ffithe

) the concurrent acquxsmons of Bressi Development LLC and R A.C. Bressi, LP. AII amounts on this consolldated proforma sch
i : l
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BRESS!I DEVELOPMENT LLC

FINANCIAL STATEMENTS, INDEPENDENT
ACCOUNTANTS’ REVIEW REPORT,
AND INDEPENDENT AUDITORS' REPORT

For the Six Months Ended June 30, 2011 (Unaudited)

and for the Period from Inception (May 5, 2010)
to December 31, 2010
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An Independent Member of
B KR Intemational

Independent Accountants’ Review Report

To the Members of
Bressi Development LLC
San Diego, California

We have reviewed the accompanying balance sheet of Bressi Development LLC (the "Company") as of
June 30, 2011, and the related statements of operations and changes in members’ deficit and cash flows
for the six months then ended. A review includes primarily applying analytical procedures to
management’s financial data and making inquiries of Company management. A review is substantially
less in scope than an audit, the objective of which is the expression of an opinion regarding the financial
statements as a whole. Accordingly, we do not express such an opinion. - :

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America and for
designing, implementing, and maintaining internal control relevant to the preparation and fair presentation
of the financial statements.

Our responsibility is to conduct the review in accordance with Statements on Standards for Accounting
and Review Services issued by the American Institute of Certified Public Accountants. Those standards
require us to perform procedures to obtain limited assurance that there are no material modifications that
should be made to the financial statements. We believe that the results of our procedures provide a
reasonable basis for our report.

Based on our review, we are not aware of any material modifications that should be made to the
accompanying financial statements in order for them to be in conformity with accounting principles
generally accepted in the United States of America.

/s/ Lavine, Lofgren, Morris & Engelberg, LLP

La Jolla, California
September 23, 2011
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INDEPENDENT AUDITORS' REPORT

To the Members of
Bressi Development LLC
San Diego, California

We have audited the accompanying balance sheet of Bressi Development LLC (the "Company") as of
December 31, 2010, and the related statements of operations and changes in members’ deficit and cash
flows for the period from inception (May 5, 2010) to December 31, 2010. These financial statements are
the responsibility of the Company's management. Our responsibility is to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Bressi Development LLC as of December 31, 2010, and the results of its operations
and its cash flows for the period from inception (May 5, 2010) to December 31, 2010 in conformity with
accounting principles generally accepted in the United States of America.

/s/ Lavine, Lofgren, Morris & Engelberg, LLP

La Jolla, California
September 23, 2011
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BREssI DEVELOPMENT LLC

Balance Sheets

June 30, 2011 (Unaudited) and December 31, 2010

ASSETS

.Cash :
‘Related party receivable
‘Construction in progress
'Deferred offering costs
Loan origination fees, net

LIABILITIE
Accounts payable
Accrued interest
Related party notes payable .
‘Note payable -

‘Members' deficit

" Total liabilities and members' deficit $

{00063165.1 }

"' Total liabilities

Totalassets

S AND MEMBERS' DEFICIT

F-13

(Unaudited)

o - December 31,
June 30, 2011

2010
(Audited)

$ 71,901
7,225

119,766

'$ 2,504

3,159,013

134,431

¢ 5603500

i '3.505.048

" $ 505,186

3941308

505,186 § 119,524
78801
1,563,000

43126
1,563,000

6088385

T (194,7985)

1,656,474

3382124

5,893,590

" (86,176).

'S 3205948



BRrRESSI DEVELOPMENT LLC

Statements of Operations and Changes in Members’ Deficit
For the Six Months Ended June 30, 2011 (Unaudited) and for the Period
from Inception (May 5, 2010) to December 31, 2010

" December 31,

June 30, 2011 2010
(Unaudited)  (Audited)

Expenses: ,

_ Start-up and organizationcosts $ - 3 86,176
: Marketingvand advertising 93,061 -
. General and administrative 15,658 -

Net loss 1(108,619) (86,176)
‘Members deficit, beginning of period "~ (86,176) -

?Membersr deficit, end of period

$  (194,795) §  (86,176)

F-14
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BRrREss! DEVELOPMENT LLC

Statements of' Cash Flows

For the Six Months Ended June 30, 2011 (Unaudited) and for the Period

from Inception (May 5, 2010) to December 31, 2010

December 31,

'Cash flows from operating activities:
Net loss ’ ‘ %
Adjustments to reconcﬂe net Ioss to net cash provnded by o

" operating activities:
Changes in operating ‘assets and liabilities:
Related party receivable
Accounts payable

Accrued mterest D

Kiei}iisii provided by operating activities

Cash fiows from mvestlng actmtles

“Payments for constructlon inprogress

B ?Net cash used in investing activities

‘Cash flows from ﬁnancmg activities:
Proceeds from |ssuance of note payable
Payment of loan fees’

Payment of deferred offering costs

* Net cash provided by financing aciiviies

‘Net increase in cash

:Cash, beginningv of period

June 30, 2011 2010

(Unaudited) - (Audited)
(108,619)  $ (86,176)
_(7,225) . -
385,662 - 119,524
35,675 43,126
5493 76,474
(2,453,543) :  (1,583,792)
(2,453,543) | (1,583,792)
2284924 1,656,474
. (146,652)
(67,477) .
2217447 1,509,822
69,397 2,504
2,504 -
74,901 % 2,504

.Cash, end of period

f_SuppIemental dlsclosure of cash ﬂow mforma’non

" Cash pa|dfor|nterest ' 7 N

“UR0517

Cash paid for income taxes I o s

1,600

i

‘Noncash investing and financing actiity: -
Land acquired through issuance of related party notes payable ¥ $

- $ 1,563,000

F-15
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Bress| DEVELOPMENT LLC

Notes to Financial Statements
June 30, 2011 (Unaudited) and December 31, 2010

NOTE 1. NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES

Organization ahd Nature of Business

Bressi Development LLC (the “Company”) is a California limited liability company formed on May 5, 2010
for the purposes of acquiring, developing, constructing, and maintaining property located in Carlsbad,
California for a residential care facility for the elderly.

To the extent permitted by the California Corporations Code, members of the Company are not personally
liable for the liabilities of the Company.

Distributions and Allocations

The Operating Agreement (the “Agreement’), as amended, defines the allocation of income, losses, and
distributions among the members: -

As to income, subject to certain exceptions as defined in the Agreement:
o First, to the members, in proportion to the cumulative net losses previously allocated;

e Thereafter, to the members, so that the income of each member at the end of the taxable year is
equal to the amount such member is entitied to receive under the Agreement.

As to losses:
e First, to the members, in proportion to the cumulative net income previously allocated;

e Second, to the members, in accordance with their respective positive capital account balance
until all the positive capital account balances have been reduced to zero;

e Thereafter, to the members, in accordance with their respective percentage interests.

As to distributions of cash available from operations (made at discretion of managers):

e 50% to the Class A members, 25% to the Class B members, and 25% to the Class C members,
in proportion to their respective percentage interests by class.

As to distribution of net proceeds from a capital transaction:

« First, to the members, in proportion to their respective capital contributions, less any amounts so
distributed to them previously; :

e Thereafter, 50% to the Class A members, 25% to the Class B members, and 25% to the Class C
members, in proportion to their respective percentage interests by class.

Pursuant to the construction note payable (Note 3), any distributions to the members requires the prior
written approval of Mutual of Omaha Bank, except for distributions related to the payment of income taxes
by the members relating to the activities of the Company, provided that after giving effect to such
distributions, the Company has a debt to service coverage ratio of no less than 1.25 to 1.

{00063165.1 } F‘16



BrRESSI DEVELOPMENT LLC

Notes to Financial Statements
June 30, 2011 (Unaudited) and December 31, 2010

NOTE 1. NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES (Continued)

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect certain
reported amounts and disclosures. Accordingly, actual results could differ from those estimates.

Cash

The Company maintains its cash account with a financial institution with its funds insured by the Federal
Deposit Insurance Corporation (“FDIC”). The Company’s cash balances may exceed the FDIC insured
limits at times. The Company has not experienced any losses in such amounts, and believes it is not
exposed to any significant credit risk related to cash.

Construction in Progress

The Company follows authoritative guidance issued by the Financial Accounting Standards Board which
establishes whether costs associated with acquiring, developing, constructing, selling, and renting real
estate projects should be capitalized. Construction in progress is stated at cost, which includes the cost
of construction and other direct costs attributable to the construction. As of June 30, 2011 (unaudited)
and December 31, 2010, no provision for depreciation has been made as the related assets are not yet
completed and placed in service.

Capitalized Intérest

The Company capitalizes interest cost on borrowings incurred during the construction period and includes
such amounts in construction in progress. As of June 30, 2011 and December 31, 2010, the Company
has capitalized interest in the amount of $199,969 (unaudited) and $69,112, respectively, including
amortization of loan origination fees.

Loan Origination Fees

Costs associated with the origination of loans are capitalized and amortized over the term of the related -
loan. During the construction period, the amortization of loan origination fees are added to construction in
progress. Loan origination fees are presented net of accumulated amortization in the amount of $26,886
(unaudited) and $12,221 as of June 30, 2011 and December 31, 2010, respectively. As of December 31,
2010, the Company expects to incur loan fee amortization of approximately $29,000 per year from 2011
to 2014 and $19,000 in 2015.

Deferred Offering Costs

The Company defers costs directly associated with its offering of securities and will charge these costs
against the gross proceeds of the offering upon completion. As of June 30, 2011, the Company has
deferred offering costs of $67,477 (unaudited). :

Income Taxes

The Company is treated as a partnership for income tax reporting purposes, rather than as an association
taxable as a corporation. Accordingly, no provision or benefit related to income taxes related to the
operations of the Company is included in the accompanying financial statements. The income and
expense of the Company are allocated to individual members who are then taxed based on their own
individual tax situations. The tax returns and amounts of distributable income or loss of the Company are
subject to examination by federal and state taxing authorities. If such examination results in a change in
the Company's income tax status, a provision for income taxes may need to be recorded.
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BRESSI DEVELOPMENT LLC

Notes to Financial Statements
June 30, 2011 (Unaudited) and December 31, 2010

NOTE 1. NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES (Continued)

Subsequent Events
‘The Company has evaluated subsequent events through the date of the independent accountants’ review

and independent auditors’ reports, which is the date the financial statements were available to be issued.
NOTE 2. CONSTRUCTION IN PROGRESS

Construction in progress consisted of the following as of:

' December 31, |

~June30,2011 . 2010

~_(Unaudited) . . (Audited)

'Land and site preparation s 1,563,000  |$ 1,563,000
?De\@!opment_a_ng_ othercosts : 4,064,221 » 1,596,013 !
'$ 5627221 ' $ 3,159,013

The estimated cost to complete the facility is approximétely $3.6 million (unaudited) as of June 30, 2011,
including furniture, fixtures, and equipment.

NOTE 3. CONSTRUCTION NOTE PAYABLE

On August 1, 2010, the Company entered into a non-revolving construction loan for up to $8,000,000 with
Mutual of Omaha Bank to finance the construction and operation of the residential care facility. The loan
is secured by the deed of trust for the property and is guaranteed by certain members of the Company as -
well as two related party entities. In addition, the Company has assigned all leases, rents, lease
guaranties, and bankruptcy claims to Mutual of Omaha Bank.

The loan bears interest at the rate that is the greater of 5.25% or The Wall Street Journal Prime Rate (the
“Prime Rate”) plus 2.25% for the period beginning August 1, 2010 through the earlier of 24 months or the
date on which the Company and R.A.C. Bressi, LP (‘R.A.C."), a related party, first obtain a debt service
coverage ratio of 1.25 (the “Conversion Date”). Commencing on the Conversion Date, interest shall
accrue at the rate that is the greater of 5.75% or the 3-year treasury rate plus 4%. As of June 30, 2011
(unaudited) and December 31, 2010, the loan accrues interest at 5.5%. Interest only payments are due
monthly commencing on the date of the note through the Conversion Date. Beginning in the month
following the Conversion Date, principal and interest shail be payable in equal monthly installments based
on a 25 year amortization schedule with a final payment of all remaining unpaid principal and interest due
on August 1, 2015, subject to the Company’s option to extend the term of the loan for an additional
3-year period.

Beginning on a date no later than 12 months following the Conversion Date, the loan requires compliance
with certain financial covenants, including a minimum profit level and maintenance of a debt service

coverage ratio.
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BREsSI DEVELOPMENT LLC

Notes to Financial Statements
June 30, 2011 (Unaudited) and December 31, 2010

NOTE 3. CONSTRUCTION NOTE PAYABLE (Continued)

Interest in the amount of $7,307 is included in accrued interest as of December 31, 2010. There was no
accrued interest on the construction note payable as of June 30, 2011 (unaudited).

NOTE 4. RELATED PARTY TRANSACTIONS/AGREEMENTS

Notes Payable

On August 1, 2010, the Company acquired property to be used for development of a residential care
facility from Bressi Holding, LLC (“Holding”), a member of the Company, through a promissory note in the
amount of $1,563,000, of which $821,000 is due to Holding and $742,000 is due to HCG Lending, LLC
(“HCG Lending”), also a member of the Company. On August 24, 2010, HCG Lending assigned
$200,000 of its interest in the promissory note to the managing members of the Company in exchange
for $200,000.

The note is secured by the property (subordinate to the bank — see Note 3) and accrues interest at the
greater of 5.25% or the Prime Rate plus 2.25% for the period beginning August 1, 2010 through the
Conversion Date. For the period from the Conversion Date to the maturity date, which is the earlier of (i)
August 1, 2015, subject to the option to extend, (ii) the sale or transfer of the property, or (iii) the
repayment of the bank construction loan, interest shall accrue at the greater of 5.75% or the 3-year
treasury rate plus 4%. As of June 30, 2011 (unaudited) and December 31, 2010, the note accrues
interest at 5.5%. Interest-only payments are due monthly beginning in the month following the
Conversion Date. All principal and accrued interest shall be payable on the maturity date.

Interest in the amount of $78,801 (unaudited) and $35,819 is accrued as of June 30, 2011 and December
31, 2010, respectively.

Lease Agreement

On August 1, 2010, the Company entered into a lease agreement with R.A.C., the prospective tenant, '
where the Company will lease the residential care facility to R.A.C. for a period of 25 years. No rent will
be collected for the period from August 1, 2010 through the Conversion Date. Commencing on the
Conversion Date through August 1, 2015, rent shall be an amount equal to the contractual debt service
on the construction note payable. Thereafter, the Company and R.A.C. will renegotiate the rent amount
for the remaining term of the lease agreement.

Service Agreement

On August 1, 2010, the Company entered into a service agreement with Health Care Group ("HCG")
whereby HCG will provide development services in connection with the Company’s construction and
development of the residential care facility for the elderly. The term of the service agreement
commenced on August 1, 2010 and will terminate upon completion of construction, to be evidenced by
the Company’s receipt of a certificate of occupancy from the City of Carlsbad, California. Total fees to
HCG will be $260,000. As of June 30, 2011 and December 31, 2010, included in construction in progress
are fees paid to HCG in the amount of $200,000 (unaudited) and $80,000, respectively.
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BRrRESSI DEVELOPMENT LLC

Notes to Financial Statements
June 30, 2011 (Unaudited) and December 31, 2010

NOTE 4. RELATED PARTY TRANSACTIONS/AGREEMENTS (Continued)

Other Consideration to HCG

Pursuant to the amended operating agreement, and as consideration for certain guaranties made by
HCG in connection with the construction note payable discussed in Note 3, upon the sale to a third party
of the residential care facility, the Company, and/or R.A.C., agree to pay compensation to HCG in an
amount to be agreed upon between the Company and HCG after good faith negotiations. In the event
that the parties cannot agree upon such amount, then the Company, and/or R.A.C., shall pay 1% of the
aggregate net consideration (after payment of commissions and other costs of sale) received by the
Company to HCG.
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R.A.C. BRESS|, LP

FINANCIAL STATEMENTS, INDEPENDENT
ACCOUNTANTS’ REVIEW REPORT,
AND INDEPENDENT AUDITORS' REPORT

For the Six Months Ended June 30, 2011 (Unaudited)

and for the Period from Inception (May 25, 2010)
to December 31, 2010
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INDEPENDENT ACCOUNTANTS' REVIEW REPORT

To the Partners of
R.A.C. Bressi, LP
San Diego, California

We have reviewed the accompanying balance sheet of R.A.C. Bressi, LP (the "Partnership") as of June
30, 2011, and the related statements of operations and changes in partners’ capital and cash flows for the
six months then ended. A review includes primarily applying analytical procedures to management’s
financial data and making inquiries of management. A review is substantially less in scope than an audit,
the objective of which is the expression of an opinion regarding the financial statements as a whole.
Accordingly, we do not express such an opinion. ' '

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America and for
designing, implementing, and maintaining internal control relevant to the preparation and fair presentation
of the financial statements.

Our responsibility is to conduct the review in accordance with Statements on Standards for Accounting
and Review Services issued by the American Institute of Certified Public Accountants. Those standards
require us to perform procedures to obtain limited assurance that there are no material modifications that
should be made to the financial statements. We believe that the results of our procedures provide a
reasonable basis for our report.

Based on our review, we are not aware of any material modifications that should be made to the
accompanying financial statements in order for them to be in conformity with accounting principles
generally accepted in the United States of America. : :

/s/ Lavine, Lofgren, Morris & Engelberg, LLP

La Jolla, California
September 23, 2011
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INDEPENDENT AUDITORS' REPORT

To the Partners of
R.A.C. Bressi, LP
San Diego, California

We have audited the accompanying balance sheet of R.A.C. Bressi, LP (the "Partnership") as of
December 31, 2010, and the related statements of operations and changes in partners’ capital and cash
flows for the period from inception (May 25, 2010) to December 31, 2010. These financial statements are
the responsibility of the Partnership’s management. Our responsibility is to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principies used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audit provides a -
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of R.A.C. Bressi, LP as of December 31, 2010, and the results of its operations and its

cash flows for the period from inception (May 25, 2010) to December 31, 2010 in conformity with
accounting principles generally accepted in the United States of America. , .

/sl Lavine, Lofgren, Morris & Engelberg, LLP

La Jolla, California
September 23, 2011
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R.A.C. BRESSI, LP

Balance Sheets
June 30, 2011 (Unaudited) and December 31, 2010

There were no assets or liabilities as of the dates above.

See independent accountants’ review report, independent éuditors’ report,
and accompanying notes to financial statements.
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R.A.C. BREss|, LP

Statements of Operations and Changes in Partners’ Capital
For the Six Months Ended June 30, 2011 (Unaudited) and for the Period

from Inception (May 25, 2010) to December 31, 2010

There was no activity during these periods.
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R.A.C. BREssl, LP

Statements of Cash Flows
For the Six Months Ended June 30, 2011 (Unaudited) and for the Period

from Inception (May 25, 2010) to December 31, 2010

There was no activity during these periods.
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R.A.C. BrEssI, LP

Notes to Financial Statements
June 30, 2011 (Unaudited) and December 31, 2010

NOTES5. NOTE1. NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES

Organization and Nature of Business

R.A.C. Bressi, LP (the “Partnership” or “R.A.C.”) is a California limited partnership formed on May 25,
2010 with Income Property Group, a California Corporation, as its general partner. The Partnership was
formed to operate a Carlsbad, California residential care facility for the elderly. As of June 30, 2011, the
Partnership has had no activity as the residential care facility is still under construction. The assets of the
residential care facility are owned by Bressi Development LLC (“Development”), a related party.

The term of the Partnership shall end December 31, 2040, unless sooner dissolved, as permitted in the
Partnership Agreement (the “Agreement”).

To the extent permitted by the California Corporations Code, the limited partners are not personally liable
for the Partnership’s liabilities.

Contributions, Distributions, and Allocations

The Agreement, as amended, defines the allocation of income, losses, and distributions among the
general and limited partners as follows:

As to net income:
e First, to the partners, in proportion to the cumulative net losses previously allocated;

* Thereafter, to the partners, so that the income of each partner at the end of the taxable year is
equal to the amount such partner is entitled to receive under the Agreement.

As to losses:
o First, to the partners, in proportion to the cumulative net income previously allocated;

e Second, to the partners, in accordance with their respective positive capital account balances .
until all the positive capital account balances have been reduced to zero:

» Thereafter, to the partners, in accordance with their percentage interests.

As to distributions of cash from operations (at the discretion of the general partner):

» First, to the Class A limited partners in proportion to their respective percentage interests up to
$250,000 for the fiscal year;

e Second, to the Class B limited partners in proportion to their respective percentage interests up to
$125,000 for the fiscal year; .

e Third, to the Class C limited partners in proportion to their respective percentage interests up to
$125,000 for the fiscal year;

» Thereafter, 1% to the general partner, 50% to the Class A limited partners, 25% to the Class B
limited partners, and 24% to the Class C limited partners, in proportion to their respective
percentage interests by class.
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R.A.C. BREss|, LP

Notes to Financial Statements
June 30, 2011 (Unaudited) and December 31, 2010

NOTE 1. NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES (Continued)
As to distributions of net proceeds from a capital transaétion:

o First, to the partners, in proportion to their respective capital contributions, less any amounts so
distributed to them previously; ‘

e Thereafter, 1% to the general partner, 50% to the Class A limited partners, 25% to the Class B
limited partners, and 24% to the Class C limited partners, in proportion to their respective
percentage interests by class.

Additionally, pursuant to the Agreement, one of the limited partners is obligated to contribute up to
$1,175,000 to the capital accounts of the Partnership at times and amounts as determined by the general
partner.

Pursuant to the Partnership’s guarantee of Development’s bank loan (Note 2), any distributions
to the partners require the prior written approval of Mutual of Omaha Bank, except for
distributions related to the payment of income taxes by the partners relating to the activities of
the Partnership, provided that after giving effect to such distributions, the Partnership has a debt
to service coverage ratio of no less than 1.25 to 1.

Income Taxes

The Partnership is treated as a partnership for income tax reporting purposes, rather than as an
association taxable as a corporation. Any partnership income and expense are allocated to individual
partners who are then taxed based on their own tax situations. The tax returns and amounts of
distributable income or loss of the Partnership are subject to examination by federal and state taxing
authorities. If such examination results in a change in the Partnership’s income tax status, a provision for
income taxes may need to be recorded. ‘

Subsequent Events
The Partnership has evaluated subsequent events through the date of the independent accountants’

review and independent auditors’ reports, which is the date the financial statements were available to be
issued.

NOTE 6. RELATED PARTY AGREEMENTS

Management Agreement

The Partnership entered into a management agreement to be effectlve October 1, 2011 with Health Care
Group (“HCG”), a related party. HCG will manage and operate the residential care facility, when
completed, on behalf of the Partnership. A management fee of the greater of 5% of the Partnership’s
gross revenue from operations or $18,000 will be paid to HCG on a monthly basis. The initial term of the
agreement is 10 years and shall be extended for successive one year terms, unless terminated by either

party.
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R.A.C. BREssI, LP

Notes to Financial Statements
June 30, 2011 (Unaudited) and December 31, 2010

NOTE 2. RELATED PARTY AGREEMENTS (Continued)

Lease Agreement

On August 1, 2010, the Partnership entered into an agreement with Development, the lessor, whereby
R.A.C. will lease the residential care facility from Development for a period of 25 years. No rent will be
due for the period from August 1, 2010 through the earlier of 24 months or the date that Development and
R.A.C. first obtain a debt service coverage ratio of 1.25 (the “Conversion Date”).. Commencing on the
Conversion Date through August 1, 2015, rent shall be in an amount equal to the contractual debt service
on the construction note payable held by Development. Thereafter, Development and R.A.C. will
renegotiate the rent payable for the remaining term of the lease agreement.

Guaranty of Loan

The Partnership has guaranteed full payment of the construction note payable held by Development to
the lender in the event of default by Development. As of June 30, 2011, the total amount outstanding on
the loan is $3,941,398; the maximum borrowing allowed pursuant to the construction loan is $8,000,000.

Other Consideration to HCG

Pursuant to the amended operating agreement, and as consideration for certain guaranties made by
HCG in connection with the construction note payable held by Development, upon the sale to a third party
of the residential care facility, the Partnership, and/or Development, agree to pay compensation to HCG
in an amount to be agreed upon between the Partnership and HCG after good faith negotiations. In the
event that the parties cannot agree upon such amount, then the Partnership, and/or Development, shall
pay 1% of the aggregate net consideration (after payment of commissions and other costs of sale)
received by the Partnership to HCG.
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APPENDICES
All Appendices other than Appendix C, the form of Purchaser Questionnaire and Subscription Agreement, are
contained on the CD-Rom Disk enclosed with this offering circular. ‘

Appendix C is set forth below.
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APPENDIX C

PURCHASER QUESTIONNAIRE AND SUBSCRIPTION AGREEMENT
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PURCHASER QUESTIONNAIRE AND SUBSCRIPTION AGREEMENT

Class A Units of Membership Interest
In
ActivCare at Bressi Ranch, LL.C

Please read carefully the Offering Circular (the “Circular”) for the sale of Class A Units of Membership
Interests (the “Offered Units™) in ActivCare at Bressi Ranch, LLC (the “Company”) dated , and all
exhibits and supplements thereto, before deciding to invest.

AS A PROSPECTIVE INVESTOR IN THE OFFERED UNITS YOU SHOULD EXAMINE THE
SUITABILITY OF THIS TYPE OF INVESTMENT IN THE CONTEXT OF YOUR OWN NEEDS, INVESTMENT
OBJECTIVES AND FINANCIAL CAPABILITIES, AND YOU SHOULD MAKE YOUR OWN INDEPENDENT
INVESTIGATION AND DECISION AS TO SUITABILITY AND AS TO THE RISK AND POTENTIAL GAIN
INVOLVED. ALSO, AS A PROSPECTIVE INVESTOR IN THE OFFERED UNITS YOU ARE ENCOURAGED
TO CONSULT WITH YOUR ATTORNEY, ACCOUNTANT, FINANCIAL CONSULTANT OR OTHER
BUSINESS OR TAX ADVISOR REGARDING THE RISKS AND MERITS OF THE PROPOSED INVESTMENT.

This offering is limited to investors who certify that they meet all of the suitability requirements set forth in the
Circular for the purchase of the Offered Units.

If you meet these qualifications and desire to purchase Offered Units, please complete, sign and deliver this
Purchaser Questionnaire and Subscription Agreement (“Subscription Agreement”) to Courtlandt Securities Corporation
(“Courtlandt™) at the address set forth below, and deliver your check, payable to “Comerica Bank, as Escrow Agent for
ActivCare at Bressi Ranch, LLC,” in the amount of the purchase price for your Offered Units to Courtlandt at the
address below. You may also submit your purchase price to Comerica Bank via wire transfer pursuant to the wiring
instructions set forth below. If you submit your purchase price via wire transfer, please attach a copy of the completed
wire instructions regarding your transfer to this Subscription Agreement.

Courtlandt Securities Corporation

Courtlandt Securities Corporation

3991 MacArthur Blvd.,

Suite 320

Newport Beach, California

92660

Attention:  Andrew Litwin
Telephone: (800) 994-7094 x224
Facsimile: (949) 251-6911

Viring Instructions

COMERICA BANK :

Two Embarcadero Center, Suite 300

San Francisco, CA 94111 .
Attention: Special Corporate Financial Services, Br #80947
Account Name: Comerica Bank

Account No: 1893190957

Special Instructions: Escrow No. 49508-0339SUB/ActivCare

For International Wires Only: SWIFT Bank Identification Code: MNBD US 33

PURCHASER QUESTIONNAIRE
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The Company will cause Courtlandt to transmit checks received in accordance with the foregoing instructions to the
Escrow Agent pursuant to the following procedures:

@) Where, pursuant to Courtlandt’s internal supervisory procedures, internal supervisory review is
conducted at the same location at which subscription documents and checks are received from
subscribers, checks will be transmitted by noon of the next business day following receipt by
Courtlandt to the Escrow Agent for deposit with the Escrow Agent.

(ii) Where, pursuant to a Courtlandt’s internal supervisory procedures, final internal supervisory review
is conducted at a different location, checks will be transmitted by 5:00 pm of the next business day
following receipt by Courtlandt to the office of Courtlandt conducting such final internal
supervisory review (the “Final Review Office”). The Final Review Office will in turn transmit by
noon of the next business day following receipt at a different location by the Final Review Office
such checks to the Escrow Agent for deposit directly with the Escrow Agent.

Upon receipt of the signed Subscription Agreement, verification of your investment qualifications, and acceptance by
the Company, the Company will notify you of receipt and acceptance of your subscription. Until subscriptions for
the entire offering amount of $5,000,000 are received, all subscription proceeds for Offered Units will be held in an
escrow account as described in the Circular. The Company reserves the right, in its sole discretion, to accept or reject
your subscription, in whole or in part, for any reason whatsoever. Any subscription application not accepted within
30 days of receipt shall be deemed rejected. If your subscription is rejected in whole, your subscription payment will
be returned to you in full, with any interest accrued thereon, and this Subscription Agreement shall be terminated and
of no further effect. If we accept only a portion of your subscription, we will return the balance of your subscription
payment with any interest accrued thereon. Any questions about subscriptions should be directed to Andrew Litwin
at the contact information shown above.

Important Note: The person or entity actually making the decision to invest in the Offered Units
should complete and execute this Subscription Agreement.

{00063165.1 }



PURCHASER QUESTIONNAIRE AND SUBSCRIPTION AGREEMENT

Class A Units of Membership Interest
In
ActivCare at Bressi Ranch, LLC

This Subscription Agreement relates to my agreement to purchase ___ Class A Units of Membership
Interest (the “Offered Units”) to be issued by ActivCare at Bressi Ranch, LLC, a California limited liability company
(the “Company™), for a purchase price of $1,000.00 per Offered Unit ($20,000 (20 Offered Units) minimum
purchase), for a total purchase price of $ (“Subscription Price”), subject to the terms, conditions,
acknowledgments, representations and warranties stated herein and in the Offering Circular for the sale of the Offered
Units, dated , and all exhibits and supplements thereto (collectively, the “Circular”). Simultaneously
with the execution and delivery hereof, I am either (i) transmitting a check for my Subscription Price payable to the
order of “Comerica Bank, as Escrow Agent for ActivCare at Bressi Ranch, LLC,” to Courtlandt Securities
Corporation, who will forward the check to the Comerica Bank, as escrow agent for the Company in accordance with
the procedures set forth above, or (ii) making a wire transfer (pursuant to the instructions set forth above) in the
amount of my Subscription Price and attaching my completed wiring instructions for my transfer to this Subscription
Agreement. I understand that if I wish to purchase Offered Units, I must complete this Subscription Agreement and
submit the applicable Subscription Price.

In order to induce the Company to accept this Subscription Agreement for the Offered Units and as further
consideration for such acceptance, I hereby make, adopt, confirm and agree to all of the following covenants,
acknowledgments, representations and warranties with the full knowledge that the Company and its affiliates will
expressly rely thereon in making a decision to accept or reject this Subscription Agreement:

1. My primary state of residence/business is:

2. My date of birth is: (Individuals only).

3. FOR INDIVIDUALS NOT RESIDING IN CALIFORNIA, OR ENTITIES NOT WITH THEIR
PRIMARY PLACE OF BUSINESS IN CALIFORNIA, PLEASE INITIAL ANY ONE OR MORE
CATEGORIES WHICH APPLY:

I have a net worth (excluding the value of my home, furnishings and automobiles) of at least
$250,000; or

I have a gross annual income of at least $70,000 and a net worth of at least $70,000.

In the case of sales to fiduciary accounts (such as an IRA, Keogh Plan, or pension or profit sharing
plan), the beneficiary, the fiduciary account or the person who directly or indirectly supplied the funds for the
purchase of our Offered Units (if that person is the fiduciary) meets one of the foregoing standards.

4. IN ADDITION, SOLELY FOR RESIDENTS OF MICHIGAN, OR ENTITIES WITH THEIR
PRIMARY BUSINESS IN MICHIGAN:

1 have a net worth of at least ten (10) times the purchase price of the Offered Units subscribed for
hereby. '

5.  FOR RESIDENTS OF CALIFORNIA, OR ENTITIES WITH THEIR PRIMARY BUSINESS IN
CALIFORNIA, PLEASE INITIAL ANY ONE OR MORE CATEGORIES WHICH APPLY:

I am a “qualified purchaser” as that term is defined in Section 25102(n) of the California
Corporations Code by reason of being at least one of the following:

The trustee of the Company, a general partner of the Company, or any officer or director of the
general partner of the Company.

PURCHASER QUESTIONNAIRE AND
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A person occupying a position with the Company, or with the general partner of the Company, with
duties and authority substantially similar to those of an executive officer of a corporation.

One of the following:

1) A relative, spouse or relative of the spouse of an otherwise qualified purchaser who has the
same principal residence as the purchaser;

2) A trust or estate in which an otherwise qualified purchaser and any of the persons related to
such purchaser as specified in clause (1) or clause (3) collectively have more than 50% of the beneficial interest
(excluding contingent interests);

3) A corporation or other organization of which an otherwise qualified purchaser and any of
the persons related to such purchaser as specified in clause (1) or clause (2) collectively are beneficial owners of more
than 50% of the equity securities (excluding director's qualifying shares) or equity interests. "Relative” means a
person related by blood, marriage or adoption.

An individual who is a "promoter" of the issuer, as defined in Subsection (f) of Section 260.102.12
of the California Code of Regulations.

A person purchasing $150,000 or more of the Offered Units, provided such person meets either one
of the following (please circle (1) or (2) below, or both as applicable, if initialing this criterion):

1) Such person, or such person's professional advisor, has the capacity to protect such person's
own interests in connection with the transaction, as provided in Section 25102(£)(2) of the California Corporations
Code.

) The investment (including mandatory assessments) does not exceed 10% of such person's

net worth or joint net worth with that person's spouse.

A small business investment company licensed by the U.S. Small Business Administration under
Section 301(c) or (d) of the Small Business Investment Company Act of 1958, and a business development company
as defined in Section 2(a)(48) of the Investment Company Act of 1940, and a private business development company
as defined in Section 202(a)(22) of the Investment Advisors Act of 1940.

A person who comes within one of the categories of an "accredited investor" in Rule 501(a) of
Regulation D adopted by the Securities and Exchange Commission under the Securities Act of 1933.

An entity in which all of the equity owners are persons specified in Section 25102(i) of the
California Corporations Code; Rule 260.102.10 of the California Code of Regulations; or subsections (a), (b), (c), (d),
(f) and (g) above; or who are "officers, directors or affiliates of the issuer” as that term is used in Section 25102(f) of
the California Corporations Code.

A (1) bank, savings and loan association, trust company, insurance company, investment company
registered under the Investment Company Act of 1940, pension or profit-sharing trust (other than a pension or profit-
sharing trust of the issuer, a self-employed individual retirement plan, or individual retirement account), or other
institutional investor or governmental agency or instrumentality that the commissioner may designate by rule, whether
the purchaser is acting for itself or as trustee, or (2) any corporation with outstanding securities registered under
Section 12 of the Securities Exchange Act of 1934 or any wholly owned subsidiary of the corporation that after the
offer and sale will own directly or indirectly 100 percent of the outstanding capital stock of the issuer, provided the
purchaser represents that it is purchasing for its own account (or for the trust account) for investment and not with a
view to or for sale in connection with any distribution of the security. - ’

A pension or profit-sharing trust of the Company, a self-employed individual retirement plan, or an
individual retirement account, if the investment decisions made on behalf of the trust, plan, or account are made solely
by persons who are qualified purchasers.

An organization described in Section 501(c)(3) of the Internal Revenue Code, or the Code,
corporation, Massachusetts or similar business trust, or partnership, each with total assets in excess of five million
dollars ($5,000,000) according to its most recent audited financial statements

A natural person who, either individually or jointly with the person's spouse, (i) has a minimum net
worth of two hundred fifty thousand dollars ($250,000) and had, during the immediately preceding tax year, gross
income in excess of one hundred thousand dollars ($100,000) and reasonably expects gross income in excess of one
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hundred thousand dollars ($100,000) during the current tax year or (ii) has a minimum net worth of five hundred
thousand dollars ($500,000). "Net worth" shall be determined exclusive of home, home furnishings, and automobiles.
Other assets included in the computation of net worth may be valued at fair market value. Further, the amount of
investment by any natural person may not exceed 10% of the net worth, as determined in accordance with the above,
of such natural person. '

6. Please initial next to the appropriate statement.

The Offered Units are not being purchased by or on behalf of:

(@) an employee benefit plan (as defined in Section 3(3) of the Employment Retirement Insurance
Security Act of 1974 (“ERISA”)), whether or not it is subject to Title I of ERISA;

(b) aplan described in Section 4975 of the Internal Revenue Code of 1986 (the “Code”);

(c)  an entity whose underlying assets include plan assets by reason of a plan’s investment in such
entity (including but not limited to an insurance company general account); or

(d) an entity that otherwise constitutes a “benefit plan investor” within the meaning of the
Department of Labor Regulations Section 2510.3-101 (29 CFR. Section 2510.3-101)
(categories (a) through (d) collectively, an “ERISA Entity”).

The Offered Units are being purchased by or on behalf of an ERISA Entity and I:

(a) further represent and warrant that its purchase and holding of Offered Units either does not
constitute a prohibited transaction under Section 406 of ERISA or Section 4975 of the Code,
or is eligible for coverage under one or more statutory or administrative exemptions from the
prohibited transaction rules of ERISA and the Code; and

(b) agree to provide to the Company, promptly upon request, all additional information that the
Company determines to be reasonably necessary in order to determine whether the
undersigned meets the suitability standards for ownership of the Offered Units.

7. ‘Under penalties of perjury, I certify:

(a) that the number shown on this form is my correct taxpayer identification number/social
security number, and

(b) that I am not subject to backup withholding because (initial one):

I have not been notified that I am subject to backup withholding as a result of a
failure to report all interest or dividends; or

- The Internal Revenue Service has notified me that I am no longer subject to
backup withholding.

8. I understand that the Company reserves the right to, in its sole discretion, accept or reject this
subscription, in whole or in part, for any reason whatsoever. In the event this subscription is
rejected in whole by the Company, the funds transmitted herewith shall be returned to the
undersigned in full, with any interest accrued thereon, and this Subscription Agreement shall be
terminated and of no further effect. In the event the Company accepts only a portion of this
subscription, the funds not accepted will be returned to the undersigned with any interest accrued
thereon.

9. My overall commitment to investments that are not readily marketable is not disproportionate to my
individual net worth, and my investment in the Offered Units will not cause such overall
commitment to become excessive. 1 have adequate means of providing for my financial
requirements, both current and anticipated, and have no need for liquidity in this investment. I can
bear and am willing to accept the economic risk of losing my entire investment in the Offered Units.
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10.

11.

12.

15.

16.

17.

All information that I have provided to the Company herein concerning my suitability to invest in
the Offered Units is complete, accurate and correct as of the date of my signature on the last page of
this Subscription Agreement. I hereby agree to notify the Company immediately of any material
change in any such information occurring prior to the acceptance of this Subscription Agreement,
including any information about changes concerning my net worth and financial position.

I am purchasing the Offered Units for my own account and for investment purposes only and have
no present intention, understanding or arrangement for the distribution, transfer, assignment, resale
or subdivision of the Offered Units. I understand that, due to the lack of any resale market existing
or anticipated to exist for the Offered Units, my investment in the Company may be illiquid and may
have to be held indefinitely -

I have reviewed the Articles of Organization and the Operating Agreement of ActivCare at Bressi
Ranch, LLC attached to the Circular (as well as all other exhibits attached thereto) and agree to be
bound as a member of the Company by the terms of such agreement. I understand that if my
subscription is accepted and the Offered Units are issued to me, then my executed signature page to
this Subscription Agreement shall be deemed my executed signature page to the Company’s
Operating Agreement.

This Subscription Agreement shall be construed in accordance with and governed by the laws of the
State of California without regard to its choice of law provisions, except as to the type of
registration of ownership of Offered Units, which shall be construed in accordance with the state of
principal residence of the subscribing investor.

I hereby covenant and agree that any dispute, claim or controversy arising out of or related to this
Subscription Agreement, the breach hereof, the termination, enforcement, interpretation or validity
hereof, or an investment in the Offered Units shall be settled by arbitration in San Diego, California,
in accordance with the rules of The American Arbitration Association, and judgment entered upon
the award rendered may be enforced by appropriate judicial action. I hereby submit to the in
personam jurisdiction of such tribunal and waive any objection that such forum is inconvenient or
otherwise improper. The arbitration panel shall consist of one member, which shall be the mediator
if mediation has occurred or, if there was no mediation, shall be a person agreed to by each party to
the dispute within 30 days following notice by one party that he desires that a matter be arbitrated.
If there was no mediation and the parties are unable within such 30-day period to agree upon an
arbitrator, then the panel shall be one arbitrator selected by the San Diego, California office of the
American Arbitration Association which arbitrator shall be experienced in the area of real estate and
knowledgeable with respect to the subject matter area of the dispute. The non-prevailing party shall
bear any fees and expenses of the arbitrator, other tribunal fees and expenses, reasonable attorneys’
fees of both parties, any costs of producing witnesses and any other reasonable costs or expenses
incurred by him or the prevailing party. The arbitration panel shall render a decision within 30 days
following the close of presentation by the parties of their cases and any rebuttal. The parties shall
agree within 30 days following selection of the arbitrator to any prehearing procedures or further
procedures necessary for the arbitration to proceed, including interrogatories or other discovery.

BY EXECUTING THIS SUBSCRIPTION AGREEMENT YOU ARE AGREEING TO HAVE
CERTAIN DISPUTES DECIDED BY NEUTRAL ARBITRATION, AND YOU ARE GIVING UP
ANY RIGHTS YOU MIGHT POSSESS TO HAVE SUCH DISPUTES LITIGATED IN A COURT
OR JURY TRIAL. BY EXECUTING THIS AGREEMENT YOU ARE GIVING UP YOUR
JUDICIAL RIGHTS TO DISCOVERY AND APPEAL. IF YOU REFUSE TO SUBMIT TO
ARBITRATION AFTER AGREEING TO THIS PROVISION, YOU MAY BE COMPELLED TO
ARBITRATE. YOUR AGREEMENT TO THIS ARBITRATION PROVISION IS VOLUNTARY.

I hereby agree to indemnify, defend and hold harmless the Company, its affiliates and all of their
directors, partners, members, managers, shareholders, officers, employees, affiliates and advisors,
from any and all damages, losses, liabilities, costs and expenses (including reasonable attorneys’
fees and costs) that they may incur by reason of my failure to fulfill all of the terms and conditions
of this Subscription Agreement or by reason of the untruth or inaccuracy of any of the
representations, warranties or agreements contained herein or in any other documents I have
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furnished to any of the foregoing in connection with this transaction. This indemnification includes,
but is not limited to, any damages, losses, liabilities, costs and expenses (including reasonable
attorneys’ fees and costs) incurred by the Company, its affiliates or any of their directors, partners,
members, managers, shareholders, officers, employees, affiliates or advisors, defending against any
alleged violation of federal or state securities laws which is based upon or related to any untruth or
inaccuracy of any of the representations, warranties or agreements contained herein or in any other
documents I have furnished in connection with this transaction.

18. I hereby acknowledge and agree that: (a) I may not transfer or assign this Subscription Agreement,
. or an interest herein, and any purported transfer shall be void; (b) except as specifically described
herein, I am not entitled to cancel, terminate or revoke this Subscription Agreement and that this
Subscription Agreement will be binding on my heirs, successors and personal representatives;
provided, however, that if the Company rejects this Subscription Agreement, this Subscription
Agreement shall be automatically canceled, terminated and revoked; (c¢) this Subscription
Agreement constitutes the entire agreement among the parties hereto with respect to the sale of the
Offered Units and may be amended, modified or terminated only by a writing executed by all
parties (except as provided herein with respect to rejection of this Subscription Agreement by the
Company); (d) within two days after receipt of a written request from the Company, I agree to
provide such information and to execute and deliver such documents as may be necessary to comply
with any and all laws and regulations to which the Company is subject; and (¢) my representations
and warranties set forth herein shall survive the sale of the Offered Units pursuant to this
Subscription Agreement.

19. I am not making this investment in any manner as a representative of a charitable remainder unitrust or
a charitable remainder trust.

20. I (we) wish to own my (our) Offered Units as follows (initial one).

(a) Separate or individual property. (In community property states, if the Purchaser
is married, his (her) spouse must submit written consent if community funds will be used
to purchase the Offered Units.)

b) Husband and Wife as community property. (Community property states only.
Husband and Wife should both sign all required documents unless advised by their
attorney that one signature is sufficient.)

() Husband and Wife as community property with right of survivorship. -
(Community property states only. Husband and Wife should both sign all required
documents unless advised by their attorney that one signature is sufficient.)

(d) Joint Tenants with right of survivorship. (Both parties must sign all required
documents unless advised by their attorney that one signature is sufficient.)

(e) Tenants in Common. (All parties must sign all required documents.)

6] Trust. (Attach copy of trust instrument and include name of trust, name of trustee,
and date trust was formed.)

(g Corporation, Partnership or Limited Liability Company. (Attach copy of
certificate of organization or certificate of limited partnership, if any, and partnership
agreement or operating agreement and include evidence of authority for person who
executes required documents.)

(h) Other (indicate):
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(SPECIAL INSTRUCTIONS: In all cases, the person/entity making the investment decision to purchase the Offered
Units must complete and sign this Subscription Agreement. Investors must list their principal place of residence
rather than their office or other address on the signature page so that the Company can confirm compliance with
appropriate securities laws. If you wish correspondence sent to some address other than your principal residence,
please provide a mailing address in the blank provided below. )

REGISTRATION
INFORMATION

Entity
(if applicable)

Individuals
(if applicable)

Joint OWner
(if applicable)

Please print the exact title (registration) you desire on the account, in the case of
a corporation, trust or other entity, you should use the full name of such entity:

Mailing address:

E-mail address:

Federal Employer ID Number

State of Formation

Social Security Number

State of Legal Residence

Social Security Number of Joint Owner

PURCHASER QUESTIONNAIRE AND
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DISTRIBUTIONS

RETURN OF CAPITAL
DISTRIBUTIONS

INVESTOR
INFORMATION

EXECUTION

Distribution Address: Please indicate to whom distributions should be sent, if not to the
address set forth above. If you desire your distributions made via direct deposit,
please complete the attached Authorization Agreement for Direct Deposit (ACH
Credits). ’

Name:

Address:

Do you want return of capital distributions sent to the person(s) or entity listed above
under Registration Information or Distributions/Dividends . ?
(Initial one)

Please send all Investor correspondence to the following:

Name:

Address:

Work: ( ) Home: ()
Fax: ( ) Cell: ( )
Primary State of Residence:

Federal Tax ID Number/Social Security Number.

E-Mail Address:

THE UNDERSIGNED HAS THE AUTHORITY TO ENTER INTO THIS
SUBSCRIPTION AGREEMENT ON BEHALF OF THE PERSON(S) OR ENTITY
REGISTERED ABOVE.

Executed this___ day of ‘ 20

X

o Signature (Investor, or authorized signatory)

Title:

X

o Signature (Investor, or authorized signatory)

Title:
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SUBSCRIPTION ACTIVCARE AT BRESSIRANCH, LLC
ACCEPTED a California limited liability company

By: Income Property Group,
a California corporation
Its: Manager

By:
Its:

Dated:

RERCHASER QUESTIONNAIRE AND
SUBSCRIPTION AGREEMENT Page 10



BROKER/DEALER REPRESENTATIONS AND WARRANTIES

Standards of suitability have been established by ActivCare at Bressi Ranch, LLC and fully disclosed in the
section of the Circular entitled “WHO MAY INVEST.” Prior to recommending purchase of the Offered Units, we
have reasonable grounds to believe, on the basis of information supplied by the investor concerning his or her
investment objectives, other investments, financial situation and needs, and other pertinent information that: (i) the
investor meets the suitability standards established by the Circular for the investor’s state of residence; (ii) the
investor resides in a state where the Offering has been registered or is exempt from registration; (iii) the investor has
a net worth and income sufficient to sustain the risks inherent in the Offered Units, including loss of the entire
investment and lack of liquidity; and (iv) the Offered Units are otherwise a suitable investment for the investor. We
will maintain in our files documents disclosing the basis upon which the suitability of this investor was determined.

We verify that the above subscription either does not involve a discretionary account ot, if so, that we have
made the investor aware, prior to subscribing for the Offered Units, of the risks entailed in investing in the Offered
Units.

Broker/Dealer Firm Name:

Registered Representative:

(Please Print)

Registered Representative’s BRANCH ADDRESS, City, State, Zip
Branch Phone Number: ( )

E-mail address:

I hereby certify that I am registered in , the state of sale.

Signature of Registered Representative
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AUTHORIZATION AGREEMENT FOR DIRECT DEPOSIT (ACH CREDITS)

Individual/Trust/Entity Name:
Individual/Trust/Entity Tax ID Number:

I (we) hereby authorize ActivCare at Bressi Ranch, LLC, or its designee, hereinafter called the Company, to initiate
credit entries to my ~ Checking Account/ ~ Savings Account/ ~ IRA Account (select one) at the depository financial
institution named below, hereinafter called DEPOSITORY and to credit my (our) distributions to such account. I
(we) acknowledge that the origination of ACH transactions to my (our) account must comply with the provisions of
U.S. law.

Depository

Name: Branch:

City: State: Zip:
Routing Account

Number: Number:

This authorization is to remain in full force and effect until the Company has received written potification from me
(or either of us) of its termination in such time and in such manner as to afford the Company and DEPOSITORY a
reasonable opportunity to act on it.

‘ Tax ID Number/
Name: Social Security Number:
Signature: Date: ,20
Joint Owner (if applicable):
Tax ID Number/
Name: Social Security Number:
Signature: Date: : , 20

If you are authorizing a direct ACH credit, please attach a voided check for the account listed above.
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Exhibit Number
)]

(2)(a)

2(b)

“

(6)(a)

6(b)

6(c)(i)

6(c)(ii)

6(d)
6(¢)
6(f)
6(2)(i)

6(g)(i)

6(h)

6(i)

®
(10)(a)
(10)(b)
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PART III - EXHIBITS
EXHIBIT INDEX

Exhibit Description
Managing Broker-Dealer Agreement by and between Courtlandt Securities Corporation and us.**
Articles of Organization of the issuer.** |
Amended and Restated Operating Agreement of the issuer.
Form of Purchaser Questionnaire and Subscription Agreement.*
Management Agreement by and between R.A.C. Bressi, LP and Health Care Group.**
Agreement between Bressi Development LLC and Bycor General Contractors, Inc.**

Loan Agreement (Non-Revolving Construction Loan Converting to Mini-Perm Loan) by and
between Bressi Development LL.C and Mutual of Omaha Bank.**

Construction Deed of Trust with Assignment of Rents, Security Agreement and Fixture Filing by
and among Bressi Development LLC, Chicago Title Company and Mutual of Omaha Bank.**

Lease by and between Bressi Development LLC and R.A.C. Bressi, LP.**

Form of Fully Amended and Restated Operating Agreement of Bressi Development LLC.**

Form of Fully Amended and Restated Agreement of Limited Partnership of R.A.C. Bressi, LP.¥*

Reorganization Agreement between all the current members of Bressi Development LLC, all the
current limited partners of R.A.C. Bressi, LP, Income Property Group, Health Care Group, and
us.**

First Amendment to Reorganization Agreement between all the current members of Bressi
Development LLC, all the current limited partners of R.A.C. Bressi, LP, Income Property Group,
Health Care Group, and us.

Amended and Restated Unsecured Promissory Note made by R.A.C. Bressi, LP in favor of
William M. Chance, as Trustee under Declaration of Trust dated February 16, 1988, Trust No. 2,
as amended, Daniel Kevin Moriarty, as Trustee of the Moriarty Cary Family Trust dated January
2, 1990, as amended, and Daniel Kevin Moriarty, as Trustee under Declaration of Trust dated
April 26, 1988, as amended.

Funding Agreement by and between R.A.C. Bressi, LP, William M. Chance, as Trustee under
Declaration of Trust dated February 16, 1988, Trust No. 2, as amended, Daniel Kevin Moriarty, as
Trustee of the Moriarty Cary Family Trust dated January 2, 1990, as amended, and Daniel Kevin
Moriarty, as Trustee under Declaration of Trust dated April 26, 1988, as amended.

Amended and Restated Escrow Agreement by and between Comerica Bank and us.

Consent of Lavine, Lofgren, Morris and Engelberg LLP.

Consent of Courtlandt Securities Corporation as underwriter. **



(10)(c) ' Consent of Valuation and Information Group.**

(11) Opinion of Kaplan & Frank, PLC regarding legality of the Offered Units.
(12) Sales Materials.**_
(15)(a) Opinion of Kaplan & Frank, PLC regarding ceftain tax matters.
15(b) Market Study of a Proposed Assisted Living Facility at the Southeast Corner of TownGarden
Road and Cottage Drive, dated July 10, 2009.**
15(c) ?pp(l)'%sil*of a Proposed Memory Care Facility at 6255 Nygaard St., Carlsbad, CA, dated February
, 2010.

* Set forth in the offering circular as Appendix C
** Previously Filed
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Exhibit (1)

(Previously Filed)
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Exhibit (2)(a)

(Previously Filed)
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Exhibit (2)(b)

(See Attached)
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AMENDED AND RESTATED OPERATING AGREEMENT
of
ACTIVCARE AT BRESSI RANCH, LLC
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AMENDED AND RESTATED OPERATING AGREEMENT
of
ACTIVCARE AT BRESSI RANCH, LLC

The Amended and Restated Operating Agreement is made and entered into effective
as of November /{72011 (the “Effective Date™), by and among the Members set forth on
Exhibit A, attached hereto and as amended from time to time.

RECITALS

WHEREAS, ActivCare at Bressi Ranch, LLC has been formed as a California
limited liability company as of June 8, 2011; and

WHEREAS, the Members entered into an Operating Agreement of the Company
dated as of June 30, 2011 (the “Original Operating Agreement”) to set forth their respective
rights and obligations as Members of the Company and to provide for the management of
the Company and its affairs and the conduct of the business of the Company; and

WHEREAS, the Members now desire to enter into this Amended and Restated
Operating Agreement of the Company in order to amend, restate and supersede the Original
Operating Agreement, in its entirety.

NOW, THEREFORE, the parties hereto agree as follows:

ARTICLEI
DEFINITIONS

The following terms, as used herein, shall have the following respective meanings:

1.1  Act — The Beverly-Killea Limited Liability Company Act, Cal. Corp. Code
Section 17000, et seq., as amended from time to time.

1.2 Additional Member — A member other than an Initial Member or a Substitute
Member who has acquired a Membership Interest from the Company.

1.3 Affiliate — Any person or entity who directly or indirectly controls, is cdntrolled
by, or is under common control with the Company or the Manager.

14  Agreement — This Amended and Restated Operating Agreement and all
amendments thereto adopted in accordance with this Agreement and the Act.

1.5  Allocation Year - Unless otherwise required pursuant to the Code and
Regulations, (i) the period commencing on the Effective Date and ending on the first December
31 thereafter, (ii) any subsequent Fiscal Year, or (iii) any portion of the period. described in
clauses (i) or (ii) for which the Company is required to allocate Profits, Losses and other items of
Company income, gain, loss, deduction or other items pursuant to Section 6.1 hereof,

2
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1.6 Annual Preferred Return — A preferred return, without accumulation or
compounding, of eight percent (8%) per annum on the Unreturned Capital of the Class A
Membets, calculated on a calendar year basis for each calendar year during the Term of this
Agreement and prorated for each fractional calendar year during the Term.

1.7  Articles — The Articles of Organization of the Company.

1.8  Assignee — A transferee of a Membership Interest who has not been admitted
as a Substitute Member.

1.9  Assignor — A transferor of a Membership Interest.

1.10 Business Day — Any day other than Saturday, Sunday or any legal holiday
observed in the State of California.

1.11 Capital Account — The account maintained for a Member or Assignee
determined in accordance with Article V.

1.12 Capital Contribution — Any contribution actually made to the capital of the
Company pursuant to Section 5.1 by or on behalf of a Member or Assignee.

1.13 Capital Transaction — The sale, disposition or refinancing of all or
substantially all of the Company’s assets.

1.14 Cash Available from Operations — Total cash revenues generated by the
Company, less cash expenditures, management fees, debt service and other operating
expense and less amounts set aside for reserves.

1.15 Class A Members — The Members identified as Class A Members on the
Exhibit" A hereto with the rights and obligations of Class A Members set forth in this
Agreement,

1.16 Class A Membership Interests — The Membership Interests of the Company
owned by the Class A Members. Class A Membership Interests are denominated as units of
the Company’s Membership Interests termed “Class A Units.” The aggregate number of
authorized Class A Units of the Company is 5,000.

‘ 1.17 Class B Incentive Units — Class B Units of the Company identified as Class B
Incentive Units on Exhibit A. Class B Incentive Units are subject to the vesting
requirements set forth in Section 5.8 below.

1.17 Class B Members — The Members identified as Class B Members on the
Exhibit A hereto with the rights and obligations of Class B Members set forth in this
Agreement.

1.18 Class B Membership Interests — The Membership Interests of the Company
owned by the Class B Members. The Class B Membership Interests are denominated as units of
the Company’s Membership Interests termed “Class B Units.” The aggregate number of
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authorized Class B Units is 5,000.

1.19 Closing — The closing of the purchase of Class A Units pursuant to the
Offering.

120 Closing Date — The date of the Closing of the purchase of Class A Units
pursuant to the Offering.

1.21 Company — ActivCare at Bressi Ranch, LLC, and any successor thereof.

1.22 Company Liability - Any enforceable debt or obligation for which the
Company is liable or which is secured by any Company Property.

1.23 Company Minimum Gain — The extent to which a nonrecourse liability
exceeds the adjusted tax basis of the Company Property it encumbers. The amount of
Company Minimum Gain shall be determined in accordance with Regulations
Section 1.704-2(d) by substituting the terms “Company” and “Holder” for the terms
“partnership” and “partner,” respectively, in each place they appear therein.

1.24 Company Property — Any Property owned by the Cbmpany.
1.25 Contribution — A contribution as defined by the Act.

126 Depreciation — For any Allocation Year, the cost recovery deduction with respect
to an Property for such year or other period as determined for federal income tax purposes,
provided that if the Gross Property Value of such Property differs from its adjusted basis for
federal income tax purposes at the beginning of such year or other period, depreciation shall be
determined as provided in Regulations Section 1.704-1(b)(2)(iv)(2)(3)-

1.27 Disposition (Dispose) — Any sale, assignment, transfer, exchange, mortgage,
pledge, grant, hypothecation, or other transfer, absolute or as security or encumbrance
(including dispositions by operation of law).

1.28 Dissolution Event — An event, the occurrence of which will result in the
dissolution of the Company under Article IX unless the Members agree to the contrary by
vote hereunder.

1.29 Distribution — A distribution of Money or Property made pursuant to
this Agreement.

1.30 Economic Interest — A Person’s right to share in the income, gains, losses,
deductions, credits or similar items of, and to receive Distributions from, the Company,
exclusive of any other rights of a Member including, without limitation, the right to vote or
to participate in management, or any right to information concerning the business and affairs
of the Company.

1.31 Effective Date — As defined in the pre-amble to this Agreement.
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1.32 ERISA — The Employee Retirement Income Security Act of 1974, as
amended.

1.33 Fiscal Year — The taxable year of the Company for federal income tax
purposes as determined in Section 10.3.

1.34 Gross Property Value — With respect to any Property of the Company, the
Gross Property Value means the Property’s adjusted basis for federal income tax purposes,
except as follows:

(a)The initial Gross Property Value of any Property contributed by a Member to
the Company shall be the gross fair market value of such Property, as determined by the
Manager, when such Property is contributed;

(b)The Gross Property Values of all Company Properties may be adjusted equal
to their respective gross fair market values (taking Code Section 7701(g) into account), as
determined by the Manager, as of the following times: (i) the acquisition of an additional
interest in the Company by any new or existing Member in exchange for more than a de minimis
capital contribution; (ii) the distribution by the Company to a Member of more than a de minimis
amount of Company property as consideration for an interest in the Company; (iii) the grant of
an interest in the Company (other than a de minimis interest), as consideration for the provision
of services to or for the benefit of the Company by an existing Member acting in a Member
capacity, or by a new Member acting in a Member capacity or in anticipation of being a
Member; and (iv) the liquidation of the Company within the meaning of Regulations
Section 1.704-1(b)(2)(ii)(g), provided that an adjustment described in clauses (i), (ii) and (iii) of
this paragraph shall be made only if the Manager reasonably determines that such adjustment is
necessary to reflect the relative economic interests of the Members in the Company;

(c)The Gross Property Value of any item of Company Properties distributed to
any Member shall be adjusted to equal the gross fair market value (taking Code Section 7701(g)
into account) of such Property on the date of distribution as determined by the Manager; and

(d)The Gross Property Values of Company Properties shall be increased (or
decreased) to reflect any adjustments to the adjusted basis of such Properties pursuant to Code
Section 734(b) or Code Section 743(b), but only to the extent that such adjustments are taken
into account in  determining Capital Accounts pursuant to  Regulations
Section 1.704-1(b)(2)(iv)(m) and subparagraph (f) of the definition of “Profits” and “Losses” or
Section 6.2.3 hereof; provided, however, that Gross Property Values shall not be adjusted
pursuant to this subparagraph (d) to the extent that an adjustment pursuant to subparagraph (b) is
required in connection with a transaction that would otherwise result in an adjustment pursuant
to this subparagraph (d).

If the Gross Property Value of an Property has been determined or adjusted pursuant to
subparagraph (a), (b) or (d), such Gross Property Value shall thereafter be adjusted by the
Depreciation taken into account with respect to such Property, for purposes of computing Profits
and Losses. For the avoidance of doubt, for purposes of this definition, fair market value shall be -
determined by the Manager.
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1.35 Holder — A Person holding an Economic Interest, whether as a Member or as
an Assignee.

1.36 Initial Member — The Initial Member is Income Property Group, a California
corporation, as set forth in Section 5.1.

1.37 IRC — The Internal Revenue Code of 1986, as amended.

1.38 Internal Rate of Return or IRR. — The internal rate of return for the not necessarily
periodic cash distributions received by a Member under Sections 7.1 and 7.2 of this Agreement
: s P
R P
calculated in accordance with the following formula: . (4 ra » as such formula is
implemented by the Microsoft Office® Excel 2007® XIRR function. Unless otherwise set

forth herein, IRR shall be calculated from the date of the Closing.

1.39 Majority ~ The affirmative vote or consent of Members holding Percentage
Interests in excess of one-half of the Percentage Interests of all the Members entitled to vote
on a particular matter.

1.40 Manager ~ A manager as defined by the Act selected to manage the affairs of
the Company under Article IV hereof,

1.41 Member — A member as defined by the Act, including all Substitute Members
and Additional Members (but not including any Assignee or any Member who has
Dissociated).

1.42  Membership Interest — A membership interest of any class of the Company, as
defined by the Act. :

1.43  Money — Cash or other legal tender of the United States, or any obligation that -

is immediately reducible to legal tender without delay or discount. Money shall be
considered to have a fair market value equal to its face amount.

1.44 = Net Proceeds from Capital Transaction — Net cash proceeds from a Capital
Transaction remaining after (i) payment of any indebtedness of the Company including the
repayment of any secured or unsecured loans from the Members or third parties; (ii)
payment of all expenses relating to the transaction, and (iii) establishing reserves to meet
current or reasonably expected obligations of the Company (to the extent determined
necessary by the Manager). ,

1.45 Nonrecourse Liability — Nonrecourse Liability has the meaning set forth in
Section 1.704-2(b)(3) of the Regulations

1.46  Notice — Except as otherwise expressly provided herein, all Notices shall be in
writing. Notice to the Company shall be considered given when mailed by first class mail
postage prepaid addressed to any Manager in care of the Company at the address of the
principal place of business of the Company. Notice to a Member shall be considered given
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when mailed by first class mail postage prebaid addressed to the Member at the address set -
forth on Exhibit A to this Agreement unless the Member has given the Company a Notice of
a different address.

1.47 Offering — that certain offering of Class A Membership Interests of the
Company being made pursuant to the offering statement of the Company on Form 1-A filed
with the United States Securities and Exchange Commission.

1.48 Organization — A Person other than a natural person. Organization includes,
without limitation, corporations (both non-profit and other corporations), partnerships (both
limited and general), trusts, joint ventures, limited liability companies, and unincorporated
associations, but the term does not include joint tenancies and tenancies by the entirety.

1.49 Original Operating Agreement — has the meaning set forth in the Recitals
above. '

1.50 Partner Nonrecourse Debt — shall have the meaning set forth in Section 1.704-
2(b)(4) of the Regulations.

1.51 Partner Nonrecourse Debt Minimum Gain — means an amount, with respect to
each Partner Nonrecourse Debt, equal to the Partnership Minimum Gain that would result if such
Partner Nonrecourse Debt were treated as a Nonrecourse Liability, determined in accordance
with Section 1.704-2(1)(3) of the Regulations.

1.52 Partner Nonrecourse Deductions — shall have the meaning set forth in
Sections 1.704-2(i)(1) and 1.704-2(i)(2) of the Regulations.

1.53  Partnership Minimum Gain — shall have the meaning set forth in Section 1.704-
2(d) of the Regulations. :

1.54 Percentage Interest — With respect to a Member or Holder, the percentage
derived by dividing the number of units of the Company’s Membership Interest or, in the
case of a Holder, Economic Interest held by such Member or Holder by the total number of
outstanding units of Membership Interest and Economic Interest held by all Members and
Holders as of a given time. The Manager shall set forth each Member or Holder’s
Percentage Interest, with respect to the Company’s Membership and Economic Interests as a
whole and by class, on Exhibit A attached hereto, as amended from time to time in
accordance with Section 3.3 hereof. '

1.55 Person — A person as defined by the Act.

1.56 Proceeding — Any judicial or administrative trial, hearing or other activity,
civil, criminal or investigative, the result of which may be that a court, arbitrator, or
governmental agency may enter a judgment, order, decree, or other determination which, if
not appealed and reversed, would be binding upon the Company, a Member or other person
subject to the jurisdiction of such court, arbitrator, or governmental agency.

1.57 Profits and Losses - For any Allocation Year means an amount equal to the
Company’s taxable income or loss for such Allocation Year, determined in accordance with

7
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Code Section 703(a) for this putpose, all items of income, gain, loss, or deduction required to be
stated separately pursuant to Code Section 703(a)(1) shall be included in taxable income or loss,
with the following adjustments (without duplication):

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

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

(c)In the event the Gross Property Value of any Company Property is adjusted
pursuant to subparagraphs (b) or (c) of the definition of Gross Property Value, the amount of
such adjustment shall be treated as an item of gain (if the adjustment increases the Gross
Property Value of the Property) or an item of loss (if the adjustment decreases the Gross Property
Value of the Property) from the disposition of such Property and shall be taken into account for
purposes of computing Profits or Losses;

(d)Gain or loss resulting from any disposition of property with respect to which
gain or loss is recognized for federal income tax purposes shall be computed by reference to the
Gross Property Value of the property disposed of, notwithstanding that the adjusted tax basis of
such property differs from its Gross Property Value;

(e)In lieu of the depreciation, amortization, and other cost recovery deductions
taken into account in computing such taxable income or loss, there shall be taken into account
Depreciation for such Allocation Year, computed in accordance with the definition of
Depreciation; : ‘

(H)To the extent an adjustment to the adjusted tax basis of any Company Property
pursuant to Code Section734(b) or 743(b) is required, pursuant to Regulations
Section 1.704-1(b)(2)(iv)(m)(4), to be taken into account in determining Capital Accounts as a
result of a distribution other than in liquidation of a Member’s Membership Interest, the amount
of such adjustment shall be treated as an item of gain (if the adjustment increases the basis of the
Property) or loss (if the adjustment decreases such basis) from the disposition of such Property
and shall be taken into account for purposes of computing Profits or Losses; and

(g)Notwithstanding any other provision of this definition, any items which are
specially allocated pursuant to Section 6.2 hereof shall not be taken into account in computing
Profits or Losses.

The amounts of the items of Company income, gain, loss or deduction available to be
specially allocated pursuant to Section 6.2 hereof shall be determined by applying rules
analogous to those set forth in subparagraphs (a) through (f) above.

1.58 Property — Any property real or personal, tangible or intangible, including

8
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money and any legal or equitable interest in such property, but excluding services and
promises to perform services in the future,

1.59 Regulations — Except where the context indicates otherwise, the permanent,
temporary or proposed regulations of the Department of the Treasury promulgated under the
IRC as such regulations may be amended from time to time.

1.60 Reorganization — the acquisition of all membership interests in Bressi
Development LL.C, a California limited liability company, and all limited partnership
interests in R.A.C. Bressi, LP, a California limited partnership, in exchange for Class B
Membership Interests of the Company, pursuant to that certain Reorganization Agreement
by and among the Company, all of the limited partners of R.A.C. Bressi, LP and all of the
members of Bressi Development LLC, dated June 23, 2011,

1.61 Substitute Member — An Assignee who has been admitted to all of the rights
of membership pursuant to this Agreement. \

1.62 Taxing Jurisdiction — Any state, local, or foreign government that collects tax,
interest or penalties, however designated, on any Member’s share of the income or gain
attributable to the Company.

1.63 Term — As specified in Section 2.7.

1.64 Unreturned Capital — The amount of a Member’s cash Capital Contribution(s) to
‘the Company under this Agreement reduced by any distributions received under Section 7.2.1.

ARTICLE II

FORMATION

2.1  Purpose. The purposes of the Company are to (i) acquire, finance and
otherwise dispose of all or any portion of the Membership Interests in Bressi Development
LLC, a California limited liability company and all or any portion of the limited partnership
interests in R.A.C. Bressi, LP a California limited partnership, (ii) to take or omit any
actions necessary for such entities to operate the businesses for which they were established,
and (iii) engage in any other activities permitted under the Act to advance the foregoing
purposes.

2.2  Powers. The Company shall have all poWers necessary to. accomplish its
purposes without the necessity of their specific enumeration herein including, without
limitation, all powers described in Section 17003 of the Act.

2.3  Formation and Name. The Members hereby agree to form a limited liability
company under the name of ACTIVCARE AT BRESSI RANCH, LLC, by the filing of the
Articles pursuant to the provisions of Section 17050 of the Act. The Members desire to
govern the affairs of the Company by entering into this Agreement, which Agreement
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amends, restates and supersedes in its entirety the Original Operating Agreement.

2.4  Principal Place of Business. The principal place of business of the Company
shall be located at 9619 Chesapeake Drive, Suite 103, San Diego, California 92123, unless
changed by the Manager.

2.5 Registered Office and Registered Agent. The Company’s registered office
shall be at 9619 Chesapeake Drive, Suite 103, San Diego, California 92123, and the name of
its initial registered agent at such address shall be Kevin Moriarty. The Company may
change the registered office and/or the registered agent at such times and from time to time
as the Manager may deem advisable.

2.6 Records to be Maintained. The Company shall maintain the following
records at its principal place of business:

2.6.1 A current list of the full name and last known business or residence
address of each Member and Assignee set forth in alphabetical order, together with a
schedule showing the Capital Contribution and Percentage Interest of each Member and
Assignee;

2.6.2 A copy of the Articles and all amendments thereto, together with
any powers of attorney pursuant to which the Articles or any amendments thereto were
executed; 4

2.6.3 Copies of the Company’s federal, state, and local income tax or
information returns and reports, if any, for the six most recent taxable years;

2.6.4 A copy of this Agreement and any amendments hereto, together with
any powers of attorney pursuant to which this Agreement or any amendments hereto were
executed; :

2.6.5 Copies of the financial statements of the Company, if any, for the six
most recent fiscal years;

2.6.6 The books and records of the Company as they relate to the internal
affairs of the Company for at least the current and past four fiscal years; and

2.6.7 Any other records to be maintained pursuant to the Act.

27 Term. The Term of this Agreement shall commence upon the date the
Articles are filed and shall continue until terminated pursuant to the terms of this
Agreement.

ARTICLE ITI

MEMBERS

3.1 Initial Member. The Initial Member of the Company is Income Property

10
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Group which has been issued one Class B Unit, as set forth on Exhibit A. As of the date of
the Closing, the Initial Member’s Class B Unit shall be deemed redeemed by the Company
and the Initial Member shall cease to be a Member of the Company.

3.2  Admission of Additional or Substitute Members. Additional Members may
be admitted to the Company upon the consent of the Members required pursuant to Section
3.5, which such consent may be granted in their sole discretion. The foregoing
notwithstanding, the Members hereby authorize the Manager to admit Additional Members
pursuant to the terms of the Offering and the Reorganization. Each Additional Member
shall execute a counterpart of this Agreement, agreeing thereby to be bound by all of the
terms and provisions hereof. The signature pages to accepted Subscription Agreements of
purchasers of Class A Units in the Offering shall be, and are hereby deemed, counterpart
signature pages to this Agreement. Substitute Members may be admitted to the Company
upon the consent of the Manager. Admission of Substitute Members shall be governed by
Article VIII of this Agreement and, when not inconsistent, the Act. Any Substitute Member
shall execute a counterpart of this Agreement, agreeing thereby to be bound by all of the
terms and provisions hereof.

3.3  Amendment of Member Listing. Upon admission of an Additional Member
or Substitute Member, Exhibit A hereto shall be amended accordingly by the Manager. No
action or consent of the Members is necessary to make such amendment.

3.4  Limited Liability of Members. To the extent permitted by Section 17101 of
the Act, Members shall not be personally liable for the liabilities of the Company.

3.5  Voting Rights. All Members shall be entitled to vote on any matter submitted
to a vote of the Members. Unless otherwise specified herein, actions to be taken by
Members require the consent of a Majority of the Percentage Interests represented at a duly
held meeting of the Members or, if such action is taken by written consent, by a Majority of
all of the Percentage Interests. Notwithstanding anything to the contrary in this Agreement,
the Manager shall not take the following actions without first obtaining the consent of the
Members as described below:

Action Consent Required
Decision to dissolve the Company. Members holding a Majority of Percentage

Interests, and Class A Members holding a
Majority of the Percentage Interests of the

Class A Members
Decision to continue the business of the Members holding a Majority of Percentage
Company after a Dissolution Event. Interests, and Class A Members holding a
Maijority of the Percentage Interests of the
Class A Members
Any amendment of the Articles or Members holding a Majority of Percentage
this Agreement. Interests, and Class A Members holding a

11
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Issuance of any equity securities of the
Company, or any security convertible
into equity securities of the Company,
other than in connection with the
Offering or the Reorganization

Causing any of the Company’s
subsidiaries to issue any equity securities
other than in connection with the
Reorganization

Termination of the Company prior to the
end of the Term.

Disposition by the Company of all or
substantially all of the Company’s
assets.

Merger or Consolidation of the
Company or any of its subsidiaries

Majority of the Percentage Interests of the
Class A Members

Members holding a Majority of Percentage
Interests, and Class A Members holding a
Majority of the Percentage Interests of the Class
A Members .

Members holding a Majority of Percentage
Interests, and Class A Members holding a
Majority of the Percentage Interests of the
Class A Members

Members holding a Majority of Percentage
Interests, and Class A Members holding a
Majority of the Percentage Interests of the
Class A Members

Members holding a Majority of Percentage
Interests, and Class A Members holding a
Majority of the Percentage Interests of the
Class A Members

Members holding a Majority of Percentage
Interests, and Class A Members holding a
Majority of the Percentage Interests of the
Class A Members

3.5.1 The “Disposition by the Company of all or substantially all of
the Company’s assets” shall include the disposition of all or substantially all of the assets of
any of the Company’s subsidiaries. Income Property Group, as the manager of Bressi
Development LLC and general partner of R.A.C. Bressi, LP shall cause neither of such
Organizations to dispose of all or substantially all of its assets without first obtaining the
consents of the Members required under this Section 3.5.

3.6 Meetings of Members.

3.6.1 Place of Meetings. Meetings of Members may be held at any place,
either within or without the State of California, selected by the Person or Persons calling the
meeting. If no other place is stated or fixed, all meetings shall be held at the principal place
of business of the Company.

3.6.2 Calling of Meetings. A meeting of the Members may be called at any
time by any Manager or by one or more Members with an aggregate Percentage Interest of
more than ten percent (10%) for the purpose of addressing any matter on which the

12
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Members- may vote.

3.6.3 Notice of Meetings. Whenever Members are required or permitted to
take any action at a meeting, a Notice of the meeting shall be given not less than ten (10)
calendar days nor more than sixty (60) calendar days before the date of the meeting to each
Member entitled to vote at the meeting. The Notice shall state the place, date, and hour of
the meeting and the general nature of the business to be transacted. No other business may
be transacted at such a meeting.

3.6.4 Means of Providing Notice of Meetings. Any Notice of a meeting of
the Members shall be given either personally or by mail or other means of written
communication, including facsimile, charges prepaid, addressed to the Member at the
address of the Member appearing on the books of the Company or given by the Member to
the Company for the purpose of Notice, or, if no address appears or is given, at the place
where the principal place of business of the Company is located or by publication at least
once in a newspaper of general circulation in the county in which the principal place of
business is located. The Notice shall be deemed to have been given at the time when
delivered personally or deposited in the mail or sent by other means of written
communication. An affidavit of mailing of any Notice in accordance with the provisions of
this section, executed by a Manager or Member, shall be prima facie evidence of the giving
of the Notice.

Upon written request to a Manager by any Person entitled to call a meeting of
Members, the Manager shall immediately cause Notice to be given to the Members entitled
‘to vote that a meeting will be held at a time requested by the Person calling the meeting, not
less than ten (10) calendar days nor more than sixty (60) calendar days after the receipt of
the request. If the Notice is not given within twenty (20) calendar days after receipt of the
request, the Person entitled to call the meeting may give the Notice or, upon the application
of that Person, the superior court of the county in which the principal place of business of
the Company is located, or if the principal place of business is not in this state, the county in
which the Company’s address in this state is located, shall summarily order the giving of the
Notice, after Notice to the Company affording it an opportunity to be heard. The procedure
specified in subdivision (c) of Section 305 of the California Corporations Code shall apply
to the application. The court may issue any order as may be appropriate, including, without
limitation, an order designating the time and place of the meeting, the record date for
determination of Members entitled to vote, and the form of Notice.

3.6.5 Adiourned Meetings. When a Members’ meeting is adjourned to
another time or place, unless the Articles or this Agreement otherwise requires, and, except
as provided in the Act, Notice need not be given of the adjourned meeting if the time and
place thereof are announced at the meeting at which the adjournment is taken. At the
adjourned meeting, the Company may transact any business that may have been transacted
at the original meeting. If the adjournment is for forty-five (45) calendar days or more, or if
after the adjournment a new record date is fixed for the adjourned meeting, a Notice of the
adjourned meeting shall be given to each Member entitled to vote at the meeting.

3.6.6 Validation of Meeting Held Without Proper Call or Notice. The
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actions taken at any meeting of Members, however called and noticed, and wherever held,
have the same validity as if taken at a meeting duly held after regular call and notice, if a
quorum is present either in person or by proxy, and if, either before or after the meeting,
each of the Members entitled to vote, not present in person or by proxy, signs a written
waiver of Notice or consents to the holding of the meeting or approves the minutes of the
meeting. All waivers, consents, and approvals shall be filed with the Company records or
made a part of the minutes of the meeting. Attendance of a Member at a meeting shall
constitute a waiver of Notice of the meeting, except when the Member objects, at the
beginning of the meeting, to the transaction of any business because the meeting is not
lawfully called or convened. Attendance at a meeting is not a waiver of any right to object
to the consideration of matters required by this title to be included in the Notice but not so
included, if the objection is expressly made at the meeting. Neither the business to be
transacted nor the purpose of any meeting of Members need be specified in any written
waiver of Notice, unless otherwise provided in the Articles or this Agreement, except as
provided in subsection 3.7.8.

3.6.7 Participation Through Telecommunications Equipment. Members
may participate in a meeting of the Company through the use of conference telephones or

similar communications equipment, as long as all Members participating in the meeting
can hear one another. Participation in a meeting pursuant to this provision constitutes
presence in person at that meeting.

3.6.8 Notice of General Nature of Meeting. Any action approved at a
meeting, other than by unanimous approval of those entitled to vote, shall be valid only if
the general nature of the proposal so approved was stated in the Notice of meeting or in
any written waiver of Notice.

3.6.9 uyorum

3.6.9.1 Members holding in excess of one-half of the Percentage
Interests represented in person or by proxy shall constitute a quorum at a meeting of
Members.

3.6.9.2 The Members present at a duly called or held meeting at
which a quorum is present may continue to transact business until adjournment,
notwithstanding the loss of a quorum, if any action taken after loss of a quorum, other than
adjournment, is approved by the requisite Percentage Interests of Members specified in the
Articles, this Agreement, or the Act.

3.6.9.3 In the absence of a quorum, any meeting of Members may be
adjourned from time to time by the vote of a majority of the Membership Interests
represented either in person or by proxy at such meeting, but no other business may be
transacted, except as provided in subparagraph 3.7.9.2 above.

3.6.10 Action Without a Meeting.

3.6.10.1 Any action that may be taken at any meeting of the
Members may be taken without a meeting if a consent in writing, setting forth the action so
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taken, is signed and delivered to the Company within sixty (60) calendar days of the record
date for that action by Members having not less than the minimum number of votes that
would be necessary to authorize or take that action at a meeting at which all Members
entitled to vote thereon were present and voted.

3.6.10.2 Unless the consents of all Members entitled to vote have
been solicited in writing, (A) Notice of any Member approval of an amendment to the
Articles or this Agreement, a dissolution of the Company, or a merger of the Company,
without a meeting by less than unanimous written consent shall be given at least ten (10)
calendar days before the consummation of the action authorized by such approval, and (B)
prompt Notice shall be given of the taking of any other action approved by Members
without a meeting by less than unanimous written consent, to those Members entitled to vote
who have not consented in writing.

3.6.10.3 Any Member giving a written consent, or the Member’s
proxy holder, may revoke the consent by a writing received by the Company prior to the
time that written consents of Members having the minimum number of votes that would be
required to authorize the proposed action have been received by the Company, but may not
do so thereafter. This revocation is effective upon its receipt at the principal place of
business of the Company.

3.6.11 Proxies. Every Member entitled to vote shall have the right to do so
in person or by one (1) or more agents authorized by a written proxy executed by such
Member or his duly authorized agent and filed with the Company. Any proxy executed is
not revoked and continues in full force and effect until (i) a writing stating that the proxy is
revoked or a duly executed proxy bearing a later date is filed with the Company prior to the
vote pursuant thereto, (ii) the Member executing the proxy attends the meeting and votes in
person, or (iii) written Notice of the death or incapacity of the maker of such proxy is
received by the Company before the vote pursuant thereto is counted; provided that no
proxy shall be valid after the expiration of eleven months from the date of its execution,
unless the person executing it specifies therein the length of time for which such proxy is to
continue in force.

3.6.12 Record Date. In order that the Company may determine the
Members of record entitled to Notices of any meeting or to vote, or entitled to receive any
Distribution or to exercise any rights in respect of any other lawful action, a Manager, or
Members representing more than ten percent (10%) of the Percentage Interests, may fix, in
advance, a record date, that is not more than sixty (60) calendar days nor less than ten (10)
calendar days prior to the date of the meeting and not more than s1xty (60) calendar days
prior to any other action. If no record date is fixed:

3.6.12.1 The record date for determining Members entitled to Notice
of or to vote at a meeting of Members shall be at the close of business on the business day
next preceding the day on which Notice is given or, if Notice is waived, at the close of
business on the business day next preceding the day on which the meeting is held.

3.6.12.2 The record date for determining Members entitled to give
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consent to Company action in writing without a meeting shall be the day on which the first
written consent is given,

3.6.12.3 The record date for determining Members for any other
purpose shall be at the close of business on the day on which the Manager adopt the
resolution relating thereto, or the sixtieth day prior to the date of the other action, whichever
is later.

3.6.124 The determination of Members entitled to Notice of or to
vote at a meeting of Members shall apply to any adjournment of the meeting unless a
Manager or the Members who called the meeting fix a new record date for the adjourned
meeting, but the Manager or the Members who called the meeting shall fix a new record
date if the meeting is adjourned for more than forty-five (45) calendar days from the date set
for the original meeting.

3.7  Right of Inspection; Provision of Records to Members.

3.7.1 Right of Inspection. Each Member, Manager and Assignee has the
right, upon reasonable request, for purposes reasonably related to the interest of that Person
as a Member, Manager, or Assignee, to each of the following at the expense of the
Company:

3.7.1.1  To inspect and copy during normal business hours any of
the records required to be maintained by Section 2.6 above; and

3.7.12 To obtain from a Manager, promptly after becoming
available, a copy of the Company’s federal, state, and local income tax or information
returns for each year. '

3.7.2 Tax Information. The Company shall send or cause to be sent to each
Holder within ninety (90) calendar days after the end of each taxable year such information
as is necessary to complete their respective federal and state income tax or information
returns.

3.7.3 Relationship with Act. Nothing in this Section 3.8 shall be construed
as in any way limiting a Member’s right of inspection as set forth in Section 17106 of the
Act.

ARTICLE IV

MANAGER: OFFICERS

4.1 Management. Subject to the limitations of the Articles, the Act, and this
Agreement as to actions to be authorized or approved by the Members, the business and
affairs of the Company shall be managed and all the Company powers shall be exercised by
or under the direction of the Manager. The Manager may delegate the management of the
day-to-day operation of the business of the Company to the officers of the Company or other
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persons provided that the business and affairs of the Company shall be managed and all
powers shall be exercised under the ultimate direction of the Manager. Without prejudice to
such general powers, but subject to the same limitations, the Manager shall have the
following powers:

4.1.1 To institute, prosecute, and defend any Proceeding in the Company’s
name; '

4.12 To purchase, receive, lease or otherwise acquire and deal with
Property, wherever located;

4.1.3 To sell, convey, mortgage, pledge, lease, exchange, or otherwise
Dispose of Property;

4.1.4 To invest and reinvest the Company’s funds;

4.1.5 To borrow money and incur indebtedness for the purposes of the
Company, and to cause to be executed and delivered therefor in the Company name
promissory notes, bonds, debentures, deeds of trust, mortgages, pledges, hypothecations or
other evidences of debt and securities therefor;

4.1.6 To change the principal place of business of the Company from one
location to another as provided in Section 2.4 hereof, and to fix and locate from time to
time one or more subsidiary offices of the Company within or without the State of
California; and

4.1.7 To select and remove all of the officers, agents and employees of the
Company, to prescribe such powers and duties for them as may not be inconsistent with law,
with the Articles or this Agreement, to fix their compensation, and to require from them
security for faithful service. ~

4.2  Authorization of Certain Actions. By execution of this Agreement, the
Members, then existing, authorize the Manager to consummate the Reorganization, as well
as conduct the Offering and take all actions concomitant thereto.

4,3  Number and Qualifications of Manager. Until changed by amendment of the
Articles or an amendment to this section:

4.3.1 The authorized number of Managers shall be one (1). The Members
hereby elect Income Property Group, a California corporation, as the initial Manager of the
Company; and | '

4.3.2 The Manager need not be a Member of the Company.

4.4  Election of Manager.

4.4.1 Election at Meeting of Members. The Manager shall be elected by
Members holding a Majority of Percentage Interests. Elections for Manager need not be by
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ballot uniess a Member demands election by ballot at the meeting and before the voting
begins.

442 Election by Written Consent. A Manager may alternatively be elected
by a written consent action of Members made pursuant to Section 3.7.10 executed by
Members holding a Majority of Percentage Interests.

45 Resignation/Removal of the Manager. The Manager may resign as a Mavager
at any time upon written Notice to the Company, without prejudice to the rights, if any, of
the Company under any contract to which the Manager is a party. The Manager may be
removed solely for “Good Cause” by an affirmative vote of either (i) Members holding in excess
of 75% of the Percentage Interests, or (ii) Class A Members holding in excess of 75% of the
Percentage Interests held by the Class A Members. Good Cause for this purpose shall mean
willful misfeasance, bad faith, gross negligence or reckless disregard by the Manager in the
performance of its duties, the criminal conviction of a federal or state securities law or any other
criminal wrong-doing.

46 Term of Office as Manager. Each Manager shall serve until the earliest to
oceur of (i) the resignation of the Manager, or (ii) the removal of the Manager.

4.7 Indemnification/Exculpation.

_ 4.7.1 The Manager, each Affiliate thereof and each officer, director, employee,
Member or trustee of the Manager or an Affiliate thereof and their respective affiliates (each an
“Indemnified Party” and collectively, the “Indemnified Parties”) shall have no liability to the
Company or to any Member for any claims, costs, expenses, damages, or losses suffered by the
Company which arise out of any action or inaction of such Indemnified Party if such
Indemnified Party meets the following standards (the following (i) and (ii) together, the
“Indemnity Standards™): (i) such Indemnified Party, in good faith, reasonably determined that
such course of conduct or omission was in, or not opposed to, the best interests of the Company,
and (i) such course of conduct did not constitute fraud, willful misconduct or gross negligence.
No Indemnified Party shall have any liability to the Company or any Member for any claims or
losses due to circnmstances beyond its control, such as the bankruptcy or insolvency of a bank,
dealer, brokerage firm or an error by a third-party service provider (to the extent that an
Indemnified Party’s failure to discover such error does not itself constitute gross negligence or
willful misconduct). No Indemmified Party shall bave any liability whatsoever in respect of
valuations provided to such Indemmnified Party by any reasonably qualified bank, dealer, broker
or appraiser selected in good faith.

472 Fach Indemnified Party shall be indemnified by the Company to the
fullest extent allowed by applicable law against claims, costs, expenses, damages, losses,
judgments, liabilities, and amounts paid in settlement of any claims (including, without
limitation, any reasonable attorneys’ fees and other costs or expenses incurred in connection with
the defense of any actual or threatened action or proceeding) sustained by them in connection
with the Company, provided that the same were not due to events or acts for which such
Indemnified Party would not be entitled to exculpation pursuant to Section 4.7.1 above. For the
avoidance of doubt, the indemnification provisions herein do not apply in the case of actions
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brought by any Indemnified Party against the Company. The Company shall acquire and
maintain adequate liability insurance at the Company’s expense, with customary limits and
deductibles covering the Indemnified Parties, to the extent the Manager determines that the same
is available on commercially reasonable terms. The Manager shall provide evidence of
insurance to the Members upon their request. The Company shall not incur the cost of that
portion of any insurance, other than public liability insurance, which insures any party against
any lability the indemnification of which is herein prohibited. ~Any person entitled to
indemnification from the Company hereunder shall first use its commercially reasonable efforts
to seek recovery under any other indemnity or any insurance policies by which such person is
indemnified or covered, but if such recovery or advancement is not promptly forthcoming, the
Company shall provide the indemnification and shall be subrogated to the right of the
indemnified party to recover from such other sources.

48  Fiduciary Duties Owed by Manager. Manager shall owe fiduciary duties to
the Company and the Members in the manner prescribed in the Act and under applicable
case law. The foregoing notwithstanding, the Manager hereby agrees to use its commercially
reasonable efforts to carry out the objectives and purposes of the Company and to cause its
Affiliates to devote to such objectives and purposes such of their time, skill and attention during
normal business hours as the Manager shall deem necessary or desirable; provided, however, that
nothing contained in this Section 4.8 shall preclude the Manager or any Affiliate of the Manager
or any of their respective officers, directors, employees, Members or trustees from acting, as a
director, officer or employee of any corporation, a trustee of any trust, an executor or
administrator of any estate, a Member of any Company or an administrative official of any other
business entity, or from receiving any compensation or participating in any profits in connection
with any of the foregoing, and neither the Company nor any other Member shall have any right
to participate in any manner in any profits or income earned or derived by the Manager or any
Affiliate thereof or any of their respective officers, directors, employees, Members or trustees,
from or in connection with the conduct of any such other business venture or activity. The
Manager, any Affiliate of the Manager, or any shareholder, officer, director, employee, partner,
member or any person owning an interest therein, may engage in or possess an interest in any
other business or venture of any nature or description, whether or not competitive with Company
including, but not limited to, the acquisition, syndication, ownership, financing, leasing,
operation, maintenance, management, brokerage, construction, and development of property
similar to the purpose of the Company (as described in Section 2.1, as amended from time to
time); and no Member or other person or entity shall have any interest in such other business or
venture by reason of its interest in the Company.

4.9 Conduct of Meetings of Manager. The Manager may adopt such rules and
regulations for the conduct of its meetings and the management of the Company not
inconsistent with this Agreement or the Act. »

4.10 Actions of the Manager. Each Manager has the power to bind the Company
as provided in this Article IV. If there is more than one Manager, decisions of the
Managers shall be made by majority vote of the Managers if at a meeting, or by unanimous
written consent. No act of a Member in contravention of such a determination shall bind
the Company to Persons having knowledge of such determination.
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4.11 Compensation of a Manager. The Company shall pay or reimburse a Manager
or an Affiliate thereof for all direct costs, fees and expenses incurred by or on behalf of the
Manager in connection with its management and operation, including but not limited to: (i) all
costs, fees and expenses of the Manager directly related to the investigation, purchase, sale,
preservation or retention of property or securities by the Company (including all fees and
commissions of brokers and custodians, research expenses, travel costs, all fees and expenses
relating to the registration and qualification for sale of such investments and all transfer taxes,
and including all costs, fees and expenses incurred relating to potential investments); (ii) all
federal, state and local taxes and filing fees payable by the Company; (iii) all costs, fees and
expenses relating to accountings and the preparation and mailing of financial, tax and
performance reports to the Company, including the allocable share of the costs, fees and
expenses relating to internal accounting and tax preparation functions should the Manager
determine not to use third party providers for such services; (iv) all fees and disbursements of the
Company’s independent attorneys, accountants and consultants; (v) all filing and recording fees;
(vi) all interest expense of the Company; and (vii) any other fees or expenses of the Manager, the
Company or their Affiliates which are reasonably incurred in connection with the operation of
business and maintenance of the Company. To the extent such operating expenses are incurred
for the benefit of the Company and other entities affiliated with or advised by the Manager, the
Manager shall make a good faith allocation of such expenses among all such entities and the
Company. The Manager or an Affiliate thereof will be responsible for the salaries and benefits
of employees of the Manager and its Affiliates and for providing office space, related equipment
and secretarial services, and such overhead expenses will not be borne by the Company.

4.12 Authority of Members to Bind the Company. The Members hereby agree
that only the Manager and authorized agents of the Company shall have the authority to bind
the Company. No Member other than a Manager shall take any action as a Member to bind
the Company, and each Member shall indemnify the Company for any costs or damages
incurred by the Company as a result of the unauthorized action of such Member.

ARTICLE V

CAPITAL

5.1  Capital Contributions. Upon execution of this Agreement, the Initial Member
shall be issued one Class B Unit for no Capital Contribution. Additional Members
purchasing Class A Units in the Offering shall make Capital Contributions of $1,000 per
Class A Unit purchased. Additional Members acquiring Class B Units in connection with
the Reorganization shall make Capital Contributions, if any, as set forth in the
Reorganization Agreement. Any further Additional ‘Members shall  make Capital
Contributions in the amount, at the time and on the terms determined by the Members
consenting to the admission pursuant to Section 3.1 hereof.

52  Capital Accounts. The Company shall establish and maintain a Capital
Account for each Holder in accordance with Regulations Section 1.704-1(b)(2)(iv).
Accordingly, a Holder’s Capital Account shall be increased by (1) the amount of money the
Holder contributes to the Company, (2) the fair market value of property the Holder
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contributes to the Company (net of liabilities secured by such contributed property that the
Company is considered to assume or take subject to under IRC Section 752, and (3)
allocations to the Holder of Profit (or items thereof), including income and gain exempt
from tax and gain as computed for book purposes in accordance with Regulations Section
1.704-1(b)(2)(iv)(g) but excluding any gain separately computed for tax purposes as
described in Regulations Section 1.704-1(b)(4)(i). A Holder’s Capital Account shall be
decreased by (1) the amount of money the Company distributes to the Holder, (2) the fair
market value of property the Company distributes to the Holder (net of any liabilities
secured by such distributed property that the Holder is considered to assume or take subject
to under JRC Section 752), (3) allocations to the Holder of the Company’s nondeductible,
noncapital expenditures, and (4) allocations to the Holder of Losses (or item thereof),
including loss and deduction as computed for book purposes in accordance with Regulations
Section 1.704-1(b)(2)(iv)(g) but excluding nondeductible, noncapital expenditures and loss
and deduction separately computed for tax purposes as described in Regulations
Section 1.704- 1(b)(4)(i). A Holder’s Capital Account in all events shall be adjusted in
accordance with the additional rules set forth in Regulations Section 1.704-1(b)(2)(iv). In
the event a Holder transfers all or any portion of his interest in the Company, the transferee
shall succeed to the individual Capital Account balance of the transferor to the extent such
individual Capital Account balance relates to the transferred interest.

5.3  Adjustment for Distributions in Kind. Any Property of the Company
distributed to the Holders in kind shall be valued according to its fair market value. An item
of Profit or Loss shall be computed as if such Property had been sold at its fair market value,
such hypothetical item shall be allocated as provided in Section 6.1, and each Holder’s
Capital Account shall be credited or charged, as the case may be, with the Holder’s share of
such hypothetical item prior to any such distribution of Properties.

54 Interest. No Capital Contribution or Capital Account balance shall bear
interest. '

5.5 Deficit Capital Account. No Holder shall be obligated to restore a Capital
Account having a balance of less than zero.

5.6 Return of Capital. Except as otherwise provided in this Agreement, no
Holder shall have any right to withdraw or make a demand for Distribution or withdrawal or
return of any Capital Contribution or Capital Account balance.

5.7  Profits Interests. In order to comply with the federal income tax law as in
effect on the Effective Date and to enable the Company to take such actions and make such
filings on behalf of the Company as may be necessary to comply with certain regulatory
changes which may become applicable to the Company after the Effective Date, each
Member hereby agrees as follows:

5.7.1 Value of Profits Interest. It is understood and agreed that to the extent
that any Member has received Percentage Interests under this Agreement but has not made a
corresponding Capital Contribution for such Percentage Interests such Member has received
a “profits interest” in this Company in conmection with the performance of services, as
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contemplated by Revenue Procedure 93-27, 1993-2 C.B. 343, as clarified by Rev. Proc.
2001-43, 2001-2 CB. 191. Members who receive a “profits interest” shall have the
distribution rights described under Article VII and Section 9.2, the allocation rights
described under Article VI and the voting rights described herein, but shall have no initial
Capital Account credit with respect to such profits interest. If the Company were dissolved
on the day following the date of a Member’s acquisition of a “profits interes ”, such
Member would not be entitled to any liquidating distribution under Section 9.2; accordingly,
a “profits interest” has a value of zero ($0) as of the date of its acquisition by a Member.

572 Safe Harbor Election. Pursuant to Notice 2005-43, LR.B. 2005-24
(“Notice 2005-43”), when Proposed Regulations Section 1.83-3(1) becomes effective, the
fair market value of a “profits interest” can be determined by its liquidation value (as
described in Section 5.8.1 above) only if the Company makes the “safe harbor” election
described in Notice 2005-43. Accordingly, each Member agrees that (i) the Company and
the Manager are authorized and directed to file, when appropriate, a written election to have
the “safe harbor” described in Notice 2005-43 (or its successor) apply irrevocably to the
issuance of all interests in the Company issued in connection with the performance of
services while the “safe harbor” election is in effect, and (ii) the Company and each of its
Members (including Members who have received “profits interests”) shall comply with all
requirements of the “safe harbor” while the “safe harbor” election is in effect.

5.8  Vesting of Class B Incentive Units. In the event that a Member holding Class
B Incentive Units is no longer providing services directly or indirectly to the Company, and such
termination of services occurs before the “Project Stabilization Date”, the Class B Incentive
Units identified on Exhibit A held by such Member shall be forfeited and the Percentage
Tnterests in the Company’s Class B Membership Interests held by the Class B Members shall be
adjusted proportionately. For purposes of the foregoing, (i) the Project Stabilization Date shall
be the date on which the Company’s ratio of () earnings before interest, taxes depreciation and
amortization to (b) “Debt Service”” equals or exceeds 1.25 to 1, and (ii) Debt Service shall mean
the aggregate interest expense of the Company, Bressi Development LLC and R.A.C. Bressi, LP
plus the current portion of any long-term debt, bonds and capital leases of any of such Persons,
as determined for the 12-month period ending on the last day of the calendar month during
which the applicable Class B Member is no longer providing services directly or indirectly to the
Company.

ARTICLE VI
ALLOCATIONS

6.1  Allocations of Profits and L.osses.

6.1.1 Except as otherwise provided in this ARTICLE VI Profits and Losses of
the Company for any Allocation Year (including during the period in which the Company is
being wound up and liquidated) shall be allocated, as of the end of such Allocation Year, as
follows:

(a) Profits for any Allocation Year shall be allocated among the Members
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as follows:

. (1) First, pro rata to the Members in accordance with the amounts of
Losses previously allocated to them under Sections 6.1.1(b) and
6.1.2(b) hereof, to the extent such Losses are not previously offset
by allocations of Profit under Sections 6.1.1(a) and 6.1.2(a);

(2) Second, to the Members in accordance with their distributive share
under Section 7.1; but, provided, that,

(3) Inthe event the Class B Members receive distributions under
Section 7.1, Profits shall be allocated first in accordance with
subparagraph (2) above, but solely until the Class B Members have
been allocated Profits in an amount equal to the distributions
received by them under Section 7.1, and then in accordance with
subparagraph (1) above.

(b) Losses for'any Allocation Year shall be allocated among the Members
as follows:

(1) First, to the Members to the extent of, and in proportion to, their
positive Capital Account balances until, to the extent possible, the
balance in each of their Capital Accounts equals zero; then

(2) The balance to the Members in accordance with their Percentage
Interests.

6.1.2 Notwithstanding Section 6.1.1, Profits and Losses from Capital
Transactions for any Allocation Year (including during the period in which the Company is
being wound up and liquidated) shall be allocated, as of the end of such Allocation Year, as
follows:

(a) Profits from Capital Transactions for any Allocation Year shall be
allocated among the Members as follows:

(1) First, pro rata to the Members in accordance with the amounts of
Losses previously allocated to them under Sections 6.1.1(b) and
6.1.2(b) hereof, to the extent such Losses are not previously offset
by allocations of Profit under Sections 6.1.1(a) and 6.1.2(a);

(2) Second, to the Members until they have received cumulative
allocations of Profits under this Section 6.1.2(a)(2) and Section
6.1.1(a)(2) above, in an amount equal to the cumulative

distributions made to them under Sections 7.1, 7.2.2, and 7.2.3;

and :

(3) The balance to the Members in accordance with their distributive
share under Section 7.2.

(b) Losses from Capital Transactions for any Allocation Year shall be
allocated among the Members in accordance with Section 6.1.1(b).

6.2 Special Allocations and Section 754 Adjustments.
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6.2.1 Notwithstanding Section 6.1.1 and Section 6.1.2, special allocations of
Profits or specific items of income or gain may be specially allocated for any Allocation Year as
follows:

(2) Minimum Gain Chargeback. The Company shall allocate items of
income and gain among the Members at such times and in such amounts as necessary to
satisfy the minimum gain chargeback requirements of Regulations Sections 1.704-2(f)
and 1.704-2(i)(4).

(b) Member Minimum Gain Chargeback. Except as otherwise provided in
Section 1.704-2(i)(4) of the Regulations, notwithstanding any other provision of this
ARTICLE VI, if there is a net decrease in Partner Nonrecourse Debt Minimum Gain
attributable to a Partner Nonrecourse Debt during any Allocation Year, each Member
who has a share of the Partner Nonrecourse Debt Minimum Gain attributable to such
Partner Nonrecourse Debt, determined in accordance with Section 1.704-2(i)(5) of the
Regulations, shall be specially allocated items of Company income and gain for such
Allocation Year (and, if necessary, subsequent Allocation Years) in an amount equal to
such Member’s share of the net decrease in Partner Nonrecourse Debt Minimum Gain
attributable to such Partner Nonrecourse Debt, determined in accordance with
Regulations Section 1.704-2(1)(4). Allocations pursuant to the previous sentence shall be
made in proportion to the respective amounts required to be allocated to each Member
pursuant thereto. The items to be so allocated shall be determined in accordance with
Sections 1.704-2(G)(4) and 1.704-2(j)(2) of the Regulations. This Section 6.2.1(b) is
intended to comply with the minimum gain chargeback requirement in Section 1.704-
2(i)(4) of the Regulations and shall be interpreted consistently therewith.

(c) Qualified Income Offset. The Company shall specially allocate items
of income and gain when and to the extent required to satisfy the “qualified income
offset” requirements within the meaning of Regulations Section 1.704-1 (O(2)(Ei)(d).

6.2.2 Nonrecourse Deductions. Nonrecourse Deductions for any Allocation
Year (or other applicable period) shall be specially allocated pro rata among the Members in
proportion to their respective Company Percentage, except to the extent that the Code and
Regulations require that such deductions be allocated in some other manner. Any Partner
Nonrecourse Deductions for any Allocation Year (or other applicable period) shall be specially
allocated to the Member who bears the economic risk of loss with respect to the Partner
Nonrecourse Debt to which such Partner Nonrecourse Deductions are attributable in accordance
with Regulations Section 1.704-2(1)(1).

6.2.3 Section 754 Adjustments. To the extent an adjustment to the adjusted tax
basis of any Company Property, pursuant to Code Section 734(b) or Code Section 743(b) is
required, pursuant to Regulations Section 1.704-1(b}(2)(iv)}(m)(2) or 1.704-1(b)(2)(iv)(m)(4), to
be taken into account in determining Capital Accounts as the result of a distribution to a Member
in complete liquidation of such Member’s interest in the Company, the amount of such
adjustment to Capital Accounts shall be treated as an item of gain (if the adjustment increases the
basis of the Property) or loss (if the adjustment decreases such basis) and such gain or loss shall
be specially allocated to the Members in accordance with their interests in the Company in the
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event Reéulations Section 1.704-1(b)(2)(iv)(m)(2) applies, or to the Member to whom such
distribution was made in the event Regulations Section 1.704-1(b)(2)(iv)(m)(4) applies.

6.2.4 Allocations Relating to Taxable Admission of Additional Members. Any
income, gain, loss or deduction realized as a direct or indirect result of the admission of

additional Members to the Company (“Issuance Items”) shall be allocated among the Members
so that, to the maximum extent possible, the net amount of such Issuance Items, together with all
other allocations under this Agreement to each Member shall be equal to the net amount that
would have been allocated to each such Member if the Issuance Items had not been realized.

6.3 QOther Allocation Rules.

6.3.1 For purposes of determining the Profits, Losses, or any other items
allocable to any period, Profits, Losses, and any such other items shall be determined on a daily,
monthly, or other basis, as determined by the Manager using any permissible method under Code
Section 706 and the Regulations thereunder.

6.3.2 The Members are aware of the income tax consequences of the allocations
made by this ARTICLE VI and hereby agree to be bound by the provisions of this ARTICLE VI
in reporting their shares of Company income and loss for income tax purposes, except to the
extent otherwise required by law.

6.3.3 All allocations to the Members pursuant to this ARTICLE VI shall, except
as otherwise provided, be divided among them in proportion to the Percentage Interests held by
each. '

6.3.4 Solely for purposes of determining a Member’s proportionate share of the
“excess nonrecourse liabilities” of the Company within the meaning of Regulations
Section 1.752-3(a)(3), the Members’ interests in Company Profits are in proportion to their
Percentage Interests.

6.3.5 Tax credits and any other items other than Profits and Losses that are not
otherwise expressly provided for herein shall be allocated to the Members in accordance with
their Percentage Interests.

6.3.6 To the extent permitted by Section 1.704-2(h)(3) of the Regulations, the
Members shall endeavor not to treat distributions of Cash Available from Operations or Net
Proceeds from a Capital Transaction as having been made from the proceeds of a Nonrecourse
Liability or a Partner Nonrecourse Debt.

6.4  Tax Allocations: Code Section 704(c). In accordance with Code Section 704(c)
and the Regulations thereunder, income, gain, loss, and deduction with respect to any property
contributed to the capital of the Company shall, solely for tax purposes, be allocated among the
Membets so as to take account of any variation between the adjusted basis of such property to
the Company for federal income tax purposes and its initial Gross Property Value (computed in
accordance with the definition of Gross Property Value) using any reasonable method permitted
by the Code and the Regulations as determined by the Manager.

6.5  Purpose and Application. The purpose and the intent of the special allocations
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provided for in Sections 6.2.1, 6.2.2, and 6.2.3 are to comply with the provisions of Regulations
Sections 1.704-1(b) and 1. 704 2, and such special allocations are to be made so as to accomphsh
that result. However, to the extent possible, the Manager, in allocating items of income, gain,
loss, or deduction among the Members, shall take into account the special allocations in such a
manner that the net amount of allocations to each Member shall be the same as such Membet’s
share of Profits and Losses would have been had the events requiring the special allocations not
taken place. The Manager shall apply the provisions of Sections 6.2.1, 6.2.2, and 6.2.3 in
whatever order the Manager reasonably believes will minimize the effect of the special"
allocations.

ARTICLE VII

DISTRIBUTIONS

7.1  Distributions of Cash Available from Operations. The Manager from time to
time may determine, in its reasonable judgment, that: (i) there is sufficient Cash Available

from Operations beyond the Company’s current and anticipated requirements, including,
without limitation, cash flow and reserve requirements, and (ii) a distribution of such excess
cash on hand, if any, is permissible under Section' 17254 of the Act. In that event, the
Manager may, in its sole and absolute discretion, distribute some or all of such Cash
Available from Operations as follows:

7.1.1 Prior to the Class A Members of the Company receiving aggregate
distributions, whether under this Section 7.1 or Section 7.2, resulting in a 10% IRR on their
aggregate capltal contributions to the Company, distributions of Cash Available from Operations
shall be made as follows:

(a) First, to the Class A Members, pro rata in accordance with their Percentage
Interests in the Company’s Class A Membership Interests, in an amount equal
to the greater of (a) 50% of the Cash Available from Operations made
available for distribution by the Manager or (b) an amount such that the Class
A Members, in the aggregate, have received amounts equal to the Annual
Preferred Return for the applicable calendar year; and

(b) Then, to the Class B Members, in the aggregate, in an amount equal to all
remaining distributable Cash Available from Operations, as determined by the
Manager, after the distributions to the Class A Members as set forth in
7.1.1(a) above, which amount shall be distributed to the Class B Members in
accordance with their Percentage Interests in the Company s Class B
Membership Interests.

7.1.2 Following the Class A Members receipt of aggregate distributions,
whether under Section 7.1 or Section 7.2, resulting in a 10% IRR on their aggregate Capital
Contributions, distributions of Cash Available from Operations shall be made 25% to the Class
A Members, in accordance with their Percentage Interests in the Company’s Class A
Membership Interests, and 75% to the Class B Members, in accordance with their Percentage
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Interests ih the Company’s Class B Membership Interests.

7.2  Distributions of Net Proceeds from Capital Transaction. Distributions of Net
Proceeds from a Capital Transaction shall be distributed as follows:

7.2.1 First, to the Class A Members, in proportion to and to the extent of their
respective Capital Contributions, less any amounts previously distributed to them under this
Section 7.2.1;

7.2.2 Second, to the Class A Members, in accordance with their Percentage
Interests in the Company’s Class A Membership Interests, until the Class A Members shall have
received distributions resulting in an IRR of ten percent (10%) on their aggregate Capital
Contributions, which IRR calculation is inclusive of any amount previously distributed under
Section 7.1.1 above and Section 7.2.1;

7.2.3 Third, following the Class A Members receipt of aggregate distributions,
whether under Section 7.1 or Section 7.2, resulting in a 10% IRR on their aggregate Capital
Contributions, distributions of Net Proceeds from Capital Transactions shall be made 25% to the
Class A Members, in accordance with their Percentage Interests in the Company’s Class A
Membership Interests, and 75% to the Class B Members, in accordance with their Percentage
Interests in the Company’s Class B Membership Interests.

7.3  Tax Distributions. The Company may make, in the reasonable discretion of the
. Manager, no later than March 31st of each calendar year, a distribution to each Member of an
amount which, when combined with all other such distributions to each Member in the current
and preceding calendar year, equals the highest marginal federal and state individual tax rates
reflecting the deductibility of state tax and the nature of income (the “Tax Obligation™)
multiplied by the excess, if any, of (i) the aggtegate net taxable income allocated to the each
Member in the current and preceding tax years of the Company, over (ii) the aggregate net
taxable loss allocated to each Member in the current and preceding tax years of the Company.
The foregoing distribution is referred to as the “Tax Distribution.” The Company shall only
make a Tax Distribution pursuant to this Section 7.3 to the extent cash is available to make the
Tax Distribution without the sale of Properties or refinancing or making capital calls on the
Members for purposes of making such distribution. Any Tax Distribution shall reduce each
Member’s right to receive future distributions in an amount equal to the Tax Distribution and
shall be treated for all purposes of this Agreement as distributions to each Member pursuant to
Section 7.1.

ARTICLE VIII

ASSIGNMENT OF INTERESTS

8.1  Assignment of Interests. A Membership Interest or Economic Interest is
assignable in whole or in part, provided that (i) the Assignor provides the Manager not later
than seventy-two (72) hours prior to the assignment with written notice of its intent to assign
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the Membership Interest, and (ii) the Manager has provided its consent to the assignment.
The Manager’s failure to object to the assignment within the notice period set forth in the
preceding sentence shall be deemed to be consent to the assignment. The Manager shall not
withhold its consent to the assignment unless the Manager believes in good faith that the
assignment (i) will cause the assets of the Company to become “plan assets” under ERISA,
(ii) cause the Company to become a “publicly traded partnership” within the meaning of
Section 7704 of the Code and the Treasury Regulations promulgated thereunder, (iii) will cause a
termination of the Company within the meaning of Code Section 708(b)(1)(B), or (iv) will cause
the Company to violate any law, rule or regulation applicable to the Company or the
Membership Interest. No Assignee shall become a Substituted Member without the consent
of the Manager, which shall not be unreasonably withheld, provided that, the Assignee shall
express in writing that the Assignee is subject to the restrictions and liabilities of a Member
under the Articles, this Agreement, any subscription documents applicable to such assigned
Interest, and the Act. A Substitute Member is also liable for the obligations of the Assignor
to make Capital Contributions, and to return any unlawful distributions made to the
Assignor under Chapter 6 (commencing with Section 17250) or Chapter 8 (commencing
with Section 17350) of the Act. However, the Substitute Member is not obligated for
liabilities unknown to the Substitute Member at the time the Substitute Member became a
Member and that could not be ascertained from the Articles or this Agreement.

8.2 No Dissolution upon Assignment. An assignment of an Economic Interest
does not of itself dissolve the Company or, except as otherwise set forth herein, entitle the
Assignee to vote or participate in the management and affairs of the Company or to become
or exercise any rights of a Member. An assignment of an Economic Interest merely entitles
the Assignee to receive, to the extent assigned, the Profit, Losses, Distributions and similar
items to which the Assignor would be entitled.

8.3 Information Regarding Assignee. Upon the assignment of all or part of an
Economic Interest, the Assignor shall provide the Manager or Member of the Company
responsible for maintaining the books and records with the name and address of the
Assignee, together with details of the interest assigned. Upon receipt of that Notice, the
Company shall amend the list required by Section 2.6 accordingly. Until the Assignee
becomes a Substitute Member, the Assignor continues to be a Member and to have the
power to exercise any rights and powers of a Member, including the right to vote which, in
the case of a Member who has assigned his or her or its entire Economic Interest in the
Company, shall include the right to vote in proportion to the Percentage Interest that the
assigning Member would have, had the assignment not been made.

84 No Release of Liability of Assignor. The Assignor is not released from
liability as a Member solely as a result of the Assignment. Whether or not an Assignee
becomes a Substitute Member, the Assignor is not released from the Assignor’s liability to
the Company under Chapter 5 (commencing with Section 17200) and Chapter 6
(commencing with Section 17250) of the Act.

8.5 Pledge of Membership Interest. The pledge of, or granting of, a security
interest, lien, or other encumbrance in or against any or all of the Membership Interest of a
Member shall not cause the Member to cease to be a Member or to grant to anyone else the
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power to exercise any rights or powers of a Member.

8.6 Exercise of Rights upon Death or Incompetency. If a Member who is a
natural person dies or is adjudged by a court of competent jurisdiction to be incompetent to

manage the Member’s person or property, the Member’s executor, administrator, guardian,
conservator, or other legal representative may exercise all of the Member’s rights for the
purpose of settling the Member’s estate or administering the Member’s property, including
any power the Member had under the Atticles or this Agreement to assign its Membership
Interest.

87  Exercise of Rights upon Dissolution or Termination. Ifa Member which is an
Organization is dissolved or terminated, the powers of that Member may be exercised by its
legal representative or successor.

ARTICLE IX

DISSOLUTION AND WINDING UP

9.1 Dissolution. The Company shall and may only be dissolved, and its affairs
wound up, upon the first to occur of the following events (which, unless the Members agree
to continue the business, shall constitute Dissolution Events):

9.1.1 the vote of Members holding a Majority of Percentage Interests and
the vote of Class A Members holding a Majority of the Percentage Interests in the
Company’s Class A Membership Interests as is required pursuant to Section 3.6; or

9.1.2 the sale of all or substantially all of the assets of the Company.

92  Effect of Dissolution; Liquidation. Upon dissolution, the Manager shall (i)
convert to Money such of the Company’s Property as the Manager deems necessary or
advisable, (ii) determine the Capital Accounts of the Members pursuant to Section 5.2, and
(iii) take the following actions and make the following distributions out of the Company
assets in the following manner and order:

(a)satisfy liabilities to all creditors of the Company who are not Members
(whether by payment or the making of reasonable provision for payment thereof);

(b)satisfy pro rata the claims of all creditors of the Company who are
Members (whether by payment or the making of reasonable provision for payment thereof);

(c)pay and distribute the remainder of the Company’s assets among the
Members in accordance with their Capital Accounts after the application of ARTICLES V, VI
and VII hereof such that distributions are made in accordance with the parties” economic -
expectations as expressed in ARTICLE VII;

provided however, that the Manager may reasonably delay the completion of winding up of the
Company and filing the certificate of cancellation pending fulfillment of outstanding
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commitments and enforcement of remaining rights of the Company in connection with an
orderly liquidation of Company investments.

For the avoidance of doubt, allocations of Profits and Losses, or items thereof (including items
of gross income and deductions) shall continue to be made in accordance with ARTICLE VII
hereof during the period in which the Company is wound up and liquidated.

With respect to any reserves set up by the Manager to cover any contingent or
unforeseen liabilities or obligations of the Company, if and when a contingency shall cease to
exist, the Money and other Property, if any, then in the particular reserve shall be distributed as
provided in sub-section (c) of this Section 9.2.

ARTICLE X

TAX AND'ACCOUNTING MATTERS

10.1 Characterization as a Partnership. The Members intend that the Company be
classified as a partnership for federal and state income tax purposes. Accordingly, this
Agreement is written and shall be construed in a manner consistent with such intent.

10.2 No Partnership Intended for Nontax Purposes. The Members have formed the
Company under the Act, and expressly do not intend hereby to form a partnership under
either the California Uniform Partnership Act or the California Revised Limited Partnership
Act. The Members do not intend to be partners one to another, or partners as to any third
party. To the extent any Member, by word or action, represents to another person that any
other Member is a partner or that the Company is a partnership, the Member making such
wrongful representation shall be liable to any other Member who incurs personal liability by
reason of such wrongful representation.

10.3 Fiscal Year. The Fiscal Year of the Company shall end on the last day of
December of each year. The Manager may at any time change the fiscal and taxable year of
the Company, subject to any applicable limitation of law or regulation.

10.4 Accounting Method. The Manager shall select the method of accounting by
which the Company books of account shall be maintained and its income, gains, losses,
deductions and credits shall be reported, for both financial and tax accounting purposes.
The Manager may at any time change the financial and tax accounting method of the
Company, subject to any applicable limitation of law or regulation.

10.5 Tax Information. As soon as reasonably practicable after the end of the
Company’s Fiscal Year, but no later than [ninety (90) days] following the end of a Fiscal
Year, the Manager shall cause each Holder to be furnished with a Schedule K-1 for such
year and any other schedule or statement required by federal income tax law.

10.6 Basis Adjustment. In the case of a Distribution of Company Property or a
transfer of a Membership Interest, the Manager may cause the Company to file an election
under TRC Section 754 to adjust the basis of the Company Property. As a result of this
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election, the Manager shall have the right to require, as a condition to the granting of
consent to any transfer, the reimbursement of expenditures made by the Company for any
legal and accounting fees incurred to make any such basis adjustment. The Manager shall
have the right, in their sole and absolute discretion, to decline to make such an election; and
further, the failure to make any election under the IRC in connection with any particular
transfer of an interest in the Company shall not affect the right of the Manager to make, or
refuse to make, such an election with respect to any subsequent transfer of an interest in the
Company. :

10.7 Other FElections. The Company shall have the right, in the sole and absolute
discretion of the Manager, to make any other elections or determinations required or
permitted for federal or state income tax or other tax purposes. The Manager may rely upon
the advice of the Company’s accountants or tax attorneys with respect to the making of any
such election.

10.8 Taxes of Taxing Jurisdictions. To the extent that the laws of any Taxing
Jurisdiction requires, each Holder requested to do so by the Manager will submit an
agreement indicating that the Holder will make timely income tax payments to the Taxing
Jurisdiction and that the Holder accepts personal jurisdiction of the Taxing Jurisdiction with
regard to the collection of income taxes attributable to the Holder’s income, and interest,
and penalties assessed on such income. If the Holder fails to provide such agreement, the
Company may withhold and pay over to such Taxing Jurisdiction the amount of tax, penalty
and interest determined under the laws of the Taxing Jurisdiction with respect to such
income. Any such payments with respect to the income of a Holder shall be treated as a
distribution to such Holder for purposes of Article VII. The Company may, where
permitted by the rules of any Taxing Jurisdiction, file a composite, combined or aggregate
tax return reflecting the income of the Company and pay the tax, interest and penalties of
some or all of the Holders on such income to the Taxing Jurisdiction, in which case the
Company shall inform the Holders of the amount of such tax, interest and penalties so paid.

10.9 Tax Matters Partner. The Manager shall designate one of their number or, if
there are no Manager eligible to act as tax matters partner any other Member, as the tax
matters partner of the Company pursuant to IRC Section 6231(a)(7). Any Member
designated as tax matters partner shall take such action as may be necessary to cause each
other Member to become a notice partner within the meaning of IRC Section 6223. Any
Member who is designated tax matter partner may not take any action contemplated by IRC
Sections 6222 through 6232 without the consent of the Manager.

ARTICLEXI

MISCELLANEOUS PROVISIONS

11.1 Amendment. This Agreement may be modified upon the vote of Members
required pursuant to Section 3.6. No Member or Manager shall have any vested rights in
this Agreement which may not be modified through an amendment to this Agreement.

112 Entire Agreement. The Agreement represents the entire agreement among all
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the Members and between the Members and the Company.

11.3 Interpretation. To the extent any provision of this Agreement is prohibited or
ineffective under the Act, the Agreement shall be considered amended to the smallest degree
possible in order to make the agreement effective under the Act. In the event the Act is
subsequently amended or interpreted in such a way to make any provision of the Agreement
that was formerly invalid valid, such provision shall be considered to be valid from the
effective date of such interpretation or amendment.

11.4 Rights of Creditors and Third Parties under Operating Agreement. This
Agreement is entered into among the Company and the Members for the exclusive benefit

of the Company, its Members, and their successors and assignees. This Agreement is
expressly not intended for the benefit of any creditor of the Company or any other Person,
Except and only to the extent provided by applicable statute, no such creditor or third party
shall have any rights under this Agreement or any agreement between the Company and any
Member with respect to any Capital Contribution or otherwise.

11.5 Valuation of Non-Cash Consideration. For purposes of this Agreement, the
procedure for valuing any non-cash consideration shall be as follows: If the parties cannot
otherwise agree, each party shall select a qualified appraiser and the appraisers so selected
shall jointly select an appraiser, and the valuation of the appraiser so selected shall be
binding on all parties. Such valuation shall be based on an arm’s length cash sale of the
Properties. If the non-cash consideration being valued is real property, the selected
appraiser shall be an MAI appraiser.

11.6 Counterpart Execution. This Agreement may be executed in any number of
identical counterparts, each of which shall be deemed to be an original, and all of which
together shall be deemed to be one and the same instrument when each party has signed one
(1) such counterpart.

11,7 Remedies. The parties hereto recognize and agree that the breach of any term,
provision, or condition of this Agreement may cause irreparable damage, the amount of
which is difficult to ascertain and that the award of damages may not be adequate relief to
the party aggrieved; the parties therefore agree that, in addition to all other remedies
available in the event of a breach of any of the terms or conditions of this Agreement, the
party aggrieved shall have the right, in addition to all other remedies available in the event
of a breach of this Agreement, to injunctive or other equitable relief (from any court or other
body having appropriate jurisdiction).

11.8 Successors and Assigns. Except as herein otherwise specifically provided,
this Agreement shall be binding upon and inure to the benefit of the parties and their legal
representatives, heirs, administrators, executors, Successors and assigns.

11.9 Severability. If any provision of this Agreement, or the application of such
provision to any Person or circumstance, shall be held invalid, the remainder of this
Agreement, or the application of such provision to Persons or circumstances other than
those to which it is held invalid, shall not be affected thereby.
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11.10 California Law. This Agreement shall be governed by and construed and
enforced in accordance with the laws of the State of California without regard to the
principles governing conflicts of laws.

11.11 Deemed Execution by Class A Members. Purchasers of Class A Units in the
Offering shall be deemed to have executed a counterpart of this Agreement as of the Closing by
executing a Purchaser Questionnaire and Subscription Agreement for the purchase of
Membership Interests.

[COUNTERPART SIGNATURE PAGES FOLLOW]
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IN WITNESS WHEREQF, this Agreement is entered into as of the Effective Date.

MANAGER

Income Property Group,
a California corporation

INITTAL MEMBER

Income Property Group,
a California corporation

Name: Willi )
Its:  President/CE
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CLASS B MEMBER SIGNATURES

" Exhibit— A
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EXHIBIT A

Class A Class B TOTAL
Percent Percent
Capital Number of Number of Number of Class B Percent of Total
Name Address Contribution | of Units Class of Units Class Incentive Units Number of Units Units
9619
Chesapeake
Income Drive, Ste. 103
Property San Diego,
Group CA 92123 0 0 0 1 100% 0 1 100%
TOTAL 0 0 0 1 100% 0 1 100%
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Exhibit (4)

Set forth in the offering circular as Appendix C
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Exhibit (6)(a

(Previously Filed)

{00063165.1 }



Exhibit (6)(b)

(Previously Filed)
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Exhibit (6)(c)(i

(Previously Filed)
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Exhibit (6)(c)(ii

(Previously Filed)
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Exhibit (6)(d)

(Previously Filed)
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Exhibit (6)(e

(Previously Filed)
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Exhibit (6

(Previously Filed)

{00063165.1 }



Exhibit (6)(2)(i

(Previously Filed)
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Exhibit 6(g)(ii
(See Attached)
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FIRST AMENDMENT TO REORGANIZATION AGREEMENT

- THIS FIRST AMENDMENT TO REORGANIZATION AGREEMENT (this “First
Amendment”) is entered into as of this ﬂgz‘lday of November, 2011, by and among ActivCare at
Bressi Ranch, LLC (the “Company”), Income Property Group, California corporation
(“Company Manager”), and the undersigned persons (each, a “Member” and collectively, the
“Members”), in their respective capacities as limited partners in R.A.C. Bressi, LP, a California
limited Partnership (“RAC Bressi”) and in their respective capacities as members in Bressi
Development, LLC, a California limited liability company (“Bressi Development”).
Collectively, the Company, Company Manager and the Members are hereinafter referred to as
the “Parties.”

RECITALS

A.  The Parties have entered into a Reorganization Agreement dated as of June 23,
2011 (the “Original Agreement”) pursuant to which, among other agreements, the Members
have agreed to exchange all of their membership interests in Bressi Development and all of their
limited partnership interests in RAC Bressi for Class B Interests in the Company.

‘ B. The Parties now desire to amend the Original Agreement as set forth herein. The
= Original Agreement, as amended by this First Amendment is sometimes referred to herein as the

“Agreement”.

AGREEMENT

NOW, THEREFORE, in consideration of the promises and mutual agreements contained
herein, and other good and valuable consideration, the receipt and sufficiency of which are
hereby acknowledged, the parties hiereby agree as follows:

1. Terms. Capitalized terms used but not defined in this First Amendment shall have
the meanings given to them in the Original Agreement.

2. Amendments.

(a) Exhibit A attached to the Original Agreement is hereby deleted and replaced
in its entirety by the revised Exhibit A attached to this First Amendment.

(b) (i) Section 1.2 of the Original Agreement is hereby amended by adding the
words “Amended and Restated” after the (iii) and prior to the word
“Operating”; and (i) Exhibit A-3 is hereby deleted in its entirety and replaced
by the revised Exhibit A-3 attached to this First Amendment. ‘

(c) (i) Exhibit B attached to the Original Agreement is hereby deleted and
replaced in its entirety by the revised Exhibit B attached to this First
Amendment; and (ii) Section 5.1 of the Original Agreement is hereby deleted
in its entirety and replaced by the following: '
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“5.1 Commitment of Company. Company, as an inducement to the
Members to exchange their interests as more particularly set forth herein,
agrees that, upon the Closing, it will deliver an amount calculated as described
in this Section 5.1 (approximately $1,203,000) of the net proceeds of the
Offering to Bressi Development. The amount to be distributed to Bressi
Development will be calculated as the net proceeds from the Offering
remaining after payment of the line items entitled “Offering Expenses”,
“Selling Commissions & Fees”, “Subordinated Debt Payoff,” “General
Working Capital,” and “Repayment of Negative Carry Loan” under the
caption “ESTIMATED USE OF PROCEEDS” set forth on Exhibit B attached
hereto, and as are set forth in substantially similar fashion in the Offering
Statement.”

(d) Section 4.1 of the Original Agreement is hereby deleted and replaced in its
entirety with the following:

“4.1 Acknowledgement. The Class B Members listed on Exhibit B as
receiving Class B Interests in exchange for Class B or C membership interests
in Bressi Development and Class B or C limited partnership interests in RAC
Bressi (each a “Contributor’) previously entered into that certain
Contribution Agreement dated July 29, 2010 (the “Contribution Agreement”)
with Health Care Group, a California corporation (“HCG”) pursuant to which
each such Contributor is liable to HCG for repayment of certain amounts paid
by HCG, all as more particularly described in the Contribution Agreement.
Each Contributor has granted a perfected security interest in his/her/its
membership interest(s) in Bressi Development and limited partnership
interest(s) in RAC Bressi in favor of HCG to secure his/her/its obligations
under the Contribution Agreement.”

(e) Section 4.2 of the Original Agreement is hereby deleted and replaced in its
entirety with the following:

“4.2 Grant of Security Interest. By execution hereof, each Contributor
(as a Class B Member) hereby pledges, mortgages, assigns and grants to
HCG, to secure all his/her/its obligations as a contributor under the
Contribution Agreement, a first. priority perfected security interest in all
his/her/its right, title and interest in all Class B Units of the Company received
by such Contributor in exchange for Class B.or C membership interests in
Bressi Development and Class B or C limited partnership interests in RAC
Bressi, as set forth on Exhibit B (the “Pledged Units™), and all now existing
and hereafter arising rights of the holder of such Pledged Units, including,
without limitation, all voting and rights to and interest in all cash and noncash
distributions and all other property now or hereafter distributable on account
of or receivable with respect to any of the foregoing (the “Collateral”). By
execution hereof, each Contributor hereby authorizes HCG and its counsel to
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file UCC financing statements in form and substance satisfactory to HCG for
the purpose of perfecting the security interest granted herein.”

(f) Section 4.3 of the Original Agreement is hereby deleted and replaced in its
entirety with the following:

“4.3 Consent of HCG. By execution hereof, HCG hereby releases its
security interest in the membership interests of the Class B and Class C
Members of Bressi Development and the limited partnership interests of the
Class B and Class C Limited Partners of RAC Bressi, and accepts a first
priority perfected security interest in all of each Contributor’s right, title and
interest in his/her/its Pledged Units.”

(g) Section 4.4(d) of the Original Agreement is hereby deleted and replaced in its
entirety with the following:

“(d) Vote or consent, and in connection therewith, the applicable
Contributor hereby grants to HCG a proxy to vote or to consent, with respect
to his/her/its Pledged Units; and”

3. Reaffirmation of Representations and Warranties. By their execution of this First
Amendment, each Member hereby reaffirms each of his/her/its representations and warranties
contained in Article III of the Agreement.

4. Entire Agreement. The Original Agreement, as modified by this First
Amendment, constitutes the entire agreement between the parties hereto with respect to the
transactions contemplated therein. Except as modified by this First Amendment, the Original
Agreement remains unchanged and unmodified and in full force and effect, and the parties hereto
hereby ratify and affirm the same. ' .

5. Counterparts, This First Amendment may be executed in any number of
counterparts and it shall be sufficient that the signature of each party appear on one or more such
counterparts. All counterparts shall collectively constitute a single agreement. Signatures to this
First Amendment transmitted by facsimile or electronic mail shall be treated as originals in all
respects.

[Remainder of page intentionally left blank; signatures appear on Jollowing pages]
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IN WITNESS WHEREOF, the parties hereto have entered into this First Amendment as
of the date above first written.

COMPANY

ActivCare at Bressi Ranch, LLC,
a California limited liability company

By: Income Property Group,
a California corporation
Its: Manager

By: | o\ \
Name: William
Its:  President/CEQ

COMPANY MANAGER

Income Property Group,
a California corporation

By;w@»_.
Name: William M. Shagce

Its: President/CEQ
HCG

Health Care Group,
a California corporation

Name: William M,
Its: Chairman/C
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MEMBERS

Principal Investors, LP,
a California limited partnership

By: Income Property Group,
a California corporation
Its: General Partner

Its:  President/ CEO

Bressi Holding, LLC,
a California limited liability company

By: WW“SPL&

Name: Daniel K. Moriarty 0
Its:  President

HCG Lending, LLC,
a California limited liability company

By: Health Care Group,
a California corporation
Its: Manager

) T B 2
5, Trustee under Declarauon
16, 1988, Trust No. 2,

William M. Chim
of Trust dated Februai
as amended

I

Daniel Kevin Moria.tty, tee of the Daniel A.
Moriarty and Lorraine K oriarty Declaration
of Trust dated April 26, 1988, as amended
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LAy
Daniel Kevin Mortarty, Trustee §f the Moriarty
Cary Family Trust dated January 234990, as amended

/

B. Renee Barnard, Trustee6f the Barnard Living
Trust dated April 13, 2000

Todd A Shetter, Truste; of the Todd A. Shetter
and Kristine Shetter Trust dated October 1, 1999

ifer M., @ﬁke, Trustee of Trust B under the
ald Joseph McElliott and Karen Lee McElliott
1984 Trust dated August 4, 1984
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Daniel Kevin Moriarty, Tfustee of the Moriarty
Cary Family Trust dated January 2, 1990, as amended

I -

B/Renee Barnatd, Trustee of the Bamard Living
Trust dated April 13, 2000

/ /

Todd'A Shetter; Trustee of the Todd A. Shetter
and Kristine Shetter Trust dated October 1, 1999

/ /

Jennifér M, Blake, Trustee of Trust B under the
Re Joseph McElliott and Karen Lee McElLiott
1984 Trust dated Angnst 4, 1984

[ /

" Franf A, Vﬁgadamo,Tmsheeof?deVitgxdamo
Family Trust dated May 6, 1996

LN
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Exhibit A- Members and Class B Units to be Received

E;ﬁg Ngoeg
, Trust

Bres:

=3 H_ﬂg 18 .! G OT08
Jennifer M. Blake, Trustee o
MecElliott and Karen Lee McElliott 1984 Family Trust dated
August 4, 1984,

SRS 3

e

= mﬁm:

e
P

e e e R T |
e

R P e T
-—;—f‘&“:-,—— =

T

I Class B Units mean Class B Units of membership interest in the Company.

2 Class A Interests mean the membership interests of the Class A Members in Bressi
Development and the limited partnership interests of the Class A Limited Partners of RAC

Bressi.

3 Class B Interests mean the membership interests of the Class B Members in Bressi
Development and the limited partnership interests of the Class B Limited Partners of RAC

Bressi.

4 Class C Interests mean the membership interests of the Class C Members in Bressi
Development and the limited partnership interests of the Class C Limited Partners of RAC

Bressi.
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Exhibit A-3 — Amended and Restated Operating Agreement
(See Attached)
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Exhibit B — Estimated Use of Proceeds from the Offering

Gross Proceeds
Offering Expenses

Selling Commissions & Fees

Net Proceeds
Subordinated Debt Payoff

Intended Contribution to
Bressi Development

General Working Capital

Repayment of Negative Carry
Loan

Total Use of Proceeds

Total Offering
Dollar
Amount %
$5,000,000 100%
$135,000 2.7%
$500,000 10.0%
$4,365,000 87.3%
$1,685,000 33.7%%
$1,203,000 24.1%
$870,000 . 17.4%
$607,000 12.1%
$5,000,000 100.0%



Exhibit 6(h)

(See Attached)
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AMENDED AND RESTATED
UNSECURED PROMISSORY NOTE

$600,000

This AMENDED AND RESTATED UNSECURED PROMISSORY NOTE (“Note™) is
made this /ZL_ 7iday of November, 2011, with an effective date of October 18, 2011 (the “Effective
Date”), by R.A.C. BRESS], LP, a California limited partnership (“Borrower™), whose address is
9619 Chesapeake Drive, Suite 103, San Diego, California 92123, in favor of William M. Chance, as
Trustee under Declaration of Trust dated February 16, 1988, Trust No. 2, as amended, Daniel Kevin
Moriarty, as Trustee of the Moriarty Cary Family Trust dated January 2, 1990, as amended, and
Daniel Kevin Moriarty, as Trustee under Declaration of Trust dated April 26, 1988, as amended
(collectively, “Lender”) at 9619 Chesapeake Drive, Suite 103, San Diego, California 92123.
Borrower promises to pay to the order of Lender at Lender’s address set forth above or at such other
place as Lender may from time to time in yriting designate, in lawful money of the United States of
America, the principal sum of Six Hundred Thousand and NO/100 Dollars ($600,000), together
with interest on the principal balance of this Note outstanding from time to time, from the date of
this Note until fully repaid at the rate hereinafter set forth. Notwithstanding any provision to the
contrary contained in this Note, all amounts paid by Borrower to Lender pursuant to the terms
hereof shall be paid to Lender in accordance with the percentages set forth in Exhibit A attached
hereto. This Note hereby amends and restates that certain Unsecured Promissory Note by William
M. Chance, as Trustee under Declaration of Trust dated February 16, 1988, Trust No. 2, as
amended, Daniel Kevin Moriarty, as Trustee of the Moriarty Cary Family Trust dated January 2,
1990, as amended, and Daniel A. Moriarty, as Trustee under Declaration of Trust dated April 26,
1988, as amended, in favor of Lender dated as of the Effective Date in the original principal amount
of Six Hundred Thousand and NO/100 Dollars ($600,000), the original of which is affixed hereto as
Exhibit B.

1. Definitions. As used herein, the terms “Borrower” and “Lender” have the meanings
assigned in the preceding paragraph, and the following terms have the following meanings:

(a) “Default Rate” means the lesser of (a) a fixed annual rate equal to five
percent (5%) plus the Interest Rate, or (b) the maximum rate of interest permitted by applicable law.

(b)  “Expenses” means all attorneys’ fees, court costs and other legal expenses
and all other costs and expenses of all kinds which Lender may at any time pay or incur in making
the Loan and/or attempting to collect, compromise or enforce, in any respect, this Note, whether or
not suit is ever filed, and whether or pot in connection with any insolvency, bankruptcy,
reorganization, arrangement or other similar proceeding involving Borrower. If Lender pays any
such cost or expense, “Expenses” shall also include interest at the Default Rate on any such
payment from the date such cost or expense is incurred until repayment to Lender in full.

(c)  “Interest Rate” means six percent (6%) per annum.

(d) “T oan” means the loan evidenced by this Note.
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()  “Loan Maturity Date” shall mean the date on which the earlier of the
following occurs: (i) the closing of that certain offering by ActivCare at Bressi Ranch, LLC of
5,000 of its Class A Units of Membership Interests, or (ii) June 30, 2012. ,

@ “Note” means this promissory note, and any renewals, extensions,
amendments or supplements hereof.

2. Interest. From the date of initial disbursement and including the date the entire
principal balance of this Note is paid in full, the principal balance of this Note outstanding from
time to time shall bear interest at the Interest Rate. In computing the number of days during which
interest accrues, the day on which funds are initially advanced shall be included regardless of the
time of day such advance is made, and the day on which funds are repaid shall be included. Interest
shall be computed hereunder on the basis of a 360-day year consisting of twelve (12) months of
thirty (30) days each.

3. Payment of Principal and Interest. On the Loan Maturity Date, Borrower shall
make a balloon payment that shall include any unpaid principal, any interest accrued and unpaid
thereon, and any and all other sums due under this Note.

4. Prepayment. The Loan may be prepaid in whole or in part upon five (5) business
days’ prior written notice to Lender without the imposition of a prepayment charge or premium,
provided that all sums paid by Borrower shall be first applied to accrued interest for the preceding
month, then to any Expenses outstanding to Lender, with the balance of such payment applied to
principal.

5. Maximum Rate of Interest. Notwithstanding any provision to the contrary
contained in this Note, the total liability for payments of interest and payments in the nature of
interest, including without limitation, all charges, fees or any sums which may at any time be
deemed to be interest, shall not exceed the amount which Lender may lawfully collect. In the event
the total liability for payments of interest and payments in the nature of interest, including without
limitation, all charges, fees or other sums which may at any time be deemed to be interest, shall, for
any reason whatsoever, result in an effective rate of interest, which for any month or other interest
payment period exceeds the amount which Lender may lawfully collect, all sums in excess of those
lawfully collectible as interest for the period in question shall, without further notice to any party
hereto, be applied as a reduction of the principal balance hereof immediately upon receipt of such
sums by Lender, with the same force and effect as though Borrower had specifically designated
such excess sums to be so applied to the reduction of principal; provided, however, that Lender
may, at any time, and from time to time, elect, by notice in writing to Borrower, to waive, reduce or
limit the collection of any sums (or refund to Borrower any sums collected) in excess of those
lawfully collectible as interest rather than accept such sums as prepayment of principal.

6. Late Charge. If all or any portion of any payment or deposit required hereunder
(other than the payment due on the Loan Maturity Date) is not paid or deposited on or before ten
(10) days following the day on which such payment or deposit is due, Borrower shall pay a late or
collection charge, as liquidated damages, equal to five percent (5%) of the amount of such unpaid
payment or deposit. Borrower acknowledges that Lender will incur additional expenses as a result
of any late payments or deposits hereunder, which expenses would be impracticable to quantify, and
that Borrowet's payments under this Section 6 are a reasonable estimate of such expenses.
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7. Default Interest. Time is of the essence hereof and if the entire balance of principal,
accrued interest and any other amount due hereunder is not paid in full on the Loan Maturity Date,
or upon acceleration of this Note as provided in Section 8 below, as applicable, then, without
waiving or modifying in any way any of the rights, remedies or recourse Lender may have under
this Note, the entire unpaid balance of principal, accrued interest and any other amounts due
hereunder shall bear interest from the Loan Maturity Date or the date of acceleration until paid in
full at the Default Rate. In addition, the holder hereof shall have any and all other rights and
remedies available at law or in equity. If the Default Rate is triggered as a result of an Event of
Default (as hereinafter defined) and Borrower subsequently cures the Event of Default, then all
amounts owing hereunder will resume bearing interest at the Interest Rate, rather than the Default
Rate, on the date the Event of Default is cured; provided, however, that the interest owing hereunder
may again accrue at the Default Rate upon the occurrence of a subsequent Event of Default.
Borrower acknowledges that it would be extremely difficult or impracticable to determine Lender’s
actual damages resulting from Borrower’s failure to pay on the Loan Maturity Date or upon
acceleration of this Note, as applicable, and such interest at the Default Rate is a reasonable
estimate of those damages and does not constitute a penalty. Interest at the Default Rate shall be
paid without prejudice to the right of Lender to collect any other amounts provided to be paid or to
declare a default under this Note. :

8. Default. For purposes of this Note, the following shall constitute an event of default
(each, an “Event of Default™): (i) failure of Borrower to make any payment of any principal or
interest as and when the same becomes due hereunder; (ii) any breach or default in payment or
performance by Borrower of any other obligation to Lender, (iii) the insolvency, receivership,
bankruptcy (voluntary or involuntary), assignment for the benefit of creditors or reorganization
under any bankruptey or similar laws of Borrower, and (iv)the dissolution, liquidation or
termination of legal existence of Borrower. Upon the occurrence of ay payment default or any
other event of default under this Note, Lender, at its option and without further notice, demand, or
presentment for payment to Borrower or others, may declare immediately due and payable the
unpaid principal balance of this Note and interest accrued thereon together with all other sums owed
by Borrower under this Note (including, but not limited to attorneys’ fees as provided in Section 10
below), anything in this Note to the contrary notwithstanding. Payment of such sums may be
enforced and recovered in whole or in part at any time by one or more of the remedies provided to
Lender in this Note.

9. Remedies Cumulative. The remedies of Lender, as provided in this Note, shall be
cumulative and concurrent and may be pursued singly, successively or together, at the sole
discretion of Lender, and may be exercised as often as occasion therefor shall occur; and the failure
to exercise any such right or remedy shall in no event be construed as a waiver or release thereof.

10.  Attorneys’ Fees. In the event that suit be brought hereon, or an attorney be
employed or expenses be incurred to compel payment of this Note or any portion of the
indebtedness evidenced hereby or to otherwise interpret or enforce any of the terms of this Note,
Borrower promises to pay all such attorneys’ fees, costs and expenses all as actually incurred by
Lender as a result thereof including, without limitation, (a) attorneys’ fees, costs and expenses
incurred in appellate proceedings or in any action or participation in, or in connection with, any case
or proceeding under Chapters 7 or 11 of the Bankruptcy Code or any successor thereto, and
(b) attorneys’ fees, costs and expenses incurred as a result of Lender exercising its rights to cure any

Event of Default by Borrower under this Note.
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11.  Waivers. Borrower hereby waives diligence, presentment for payment, demand,
notice of demand, notice of nonpayment or dishonor, protest and notice of protest of this Note, and
all other notices in connection with the delivery, acceptance, performance, default, or enforcement
of the payment of this Note. Borrower further waives all right of offset that it may now have or
hereafter become entitled to with respect to Lender. Lender shall not be deemed, by any act of
omission or commission, to have waived any of its rights or remedies hereunder unless such waiver
is in writing and signed by Lender, and then only to the extent specifically set forth in the writing.
The acceptance by Lender of any payment hereunder which is less than payment in full of all
amounts due and payable at the time of such payment, including but not limited to acceptance of
interest or other payments after the Loan Maturity Date, shall not constitute a waiver of the right to
exercise any of the foregoing options at that time or at any subsequent time or nullify any prior
exercise of any such option without the express written consent of Lender. If Lender delays in
exercising or fails to exercise any of its rights under this Note, such delay or failure shall not
constitute a waiver of any Lender rights or of any breach, default, or failure of condition under this
Note. No waiver by Lender of such rights or of any such breach, default, or failure of condition
shall be effective, unless the waiver is expressly stated in a writing signed by Lender. A waiver
with reference to one event shall not be construed as continuing or as a bar to or waiver of any right
or remedy as to a subsequent event. Borrower hereby waives any rights pursuant to California Civil
Code sections 1479 and 2822 (and any amendments or successors thereto), to designate how
payments will be applied, and acknowledges and agrees that Lender shall have the right in Lender’s
sole discretion to determine the order and method of the application of payments on this Note.

12. JURY WAIVER AND JUDICIAL REFERENCE. LENDER AND BORROWER
EACH WAIVE THEIR RESPECTIVE RIGHTS TO A TRIAL BEFORE A JURY IN
CONNECTION WITH ANY ACTION, PROCEEDING, OR COUNTERCLAIM BROUGHT BY
EITHER LENDER OR BORROWER AGAINST THE OTHER. THIS INCLUDES ANY CLAIM
BY EITHER PARTY, CLAIMS BROUGHT BY BORROWER AS A CLASS
REPRESENTATIVE ON BEHALF OF OTHERS, AND CLAIMS BY A CLASS
REPRESENTATIVE ON BORROWER’S BEHALF AS A CLASS MEMBER (SO-CALLED
“CLASS ACTION” SUITS). THIS PROVISION SHALL NOT APPLY IF, AT THE TIME AN
ACTION IS BROUGHT, THE LOAN IS MAINTAINED IN A STATE WHERE JURY TRIAL
WAIVERS ARE NOT PERMITTED BY LAW.

13.  Commercial Loan. Borrower warrants that the Loan evidenced by this Note is
being made solely to acquire or carry on a business or commercial enterprise, and Borrower is a
business or commercial organization. Borrower further warrants that all of the proceeds of this
Note shall be used for commercial purposes and stipulates that the Loan evidenced by this Note
shall be construed for all purposes as a commercial loan, and is made for other than personal family
or household purposes.

14.  Governing Law. This instrument shall be governed by and construed according to
the laws of the State of California without regard to any principles of conflicts of laws.

15.  Choice of Venue. Borrower agrees upon Lender’s request to submit to the
jurisdiction of the courts of San Diego County, State of California in the event of any action or
proceeding by Lender against Borrower.
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16.- Construction of Certain Terms. Whenever used, the singular shall include the
plural, the plural shall include the singular, and the words “Lender” and “Borrower” shall be
deemed to include their respective heirs, administrators, executors, successors and assigns.

17.  Notice. All notices and other communications that are required or permitted to be
given to a party under this Note shall be in writing and shall be sent to such party, either by personal
delivery or by overnight delivery service to the addressee. Notices and communications in
accordance with this Section 17 shall be effective upon receipt of such delivery. All notices are to
be sent to the applicable party at the address set forth above or to such other address indicated by a
party in a writing which satisfies the requirements of this Section 17,

18.  Severability of Provisions. In the event any one or more of the provisions hereof
shall be invalid, illegal or unenforceable in any respect, the validity of the remaining provisions
hereof shall be in no way affected, prejudiced or disturbed thereby.

19.  Parties in Interest. This Note shall bind Borrower and its successors and permitted
assigns and inure to the benefit of Lender and Lender’s heirs, administrators, executors, successors
and assigns. Borrower may not assign this Note or any of its obligations hereunder without the prior
consent of Lender.

20.  Integration. This Note constitutes the entire understanding of Borrower and
Lender with respect to the matters discussed herein, and supersedes all prior and contemporaneous
discussions, agreements and representations, whether oral or written. This Note may only be
modified in a writing signed by Lender and Borrower.

21.  Relationship. The relationship of the parties hereto is that of borrower and lender
and it is expressly understood and agreed that nothing contained herein shall be interpreted or
construed to make the parties partners, joint venturers or participants in any other legal relationship
except for borrower and lender.

22.  Headings. The section captions are inserted for convenience of reference only and
shall in no way alter or modify the text of such sections.

[signature on following page]
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IN WITNESS WHEREOF, Borrower, intending to be legally bound hereby, has duly
executed this Note under seal the day and year first set forth above.

BORROWER:

R.A.C. BRESSL, LP,
a California limited partnership

By:  Income Property Group, { 5 @PY
a California corporation, »

its General Partner
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EXHIBIT A

William M. Chance, as Trustee under 42.13%
Declaration of Trust dated February 16, 1988,
Trust No. 2, as amended

Daniel Kevin Moriarty, as Trustee of the 15.74%
Moriarty Cary Family Trust dated January 2,
1990, as amended

Daniel Kevin Moriarty, as Trustee under 42.13%
Declaration of Trust dated April 26, 1988, as
amended

{00062897.1) 7



EXHIBIT B

[SEE ATTACHED]
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UNSECURED PROMISSORY NOTE

$600,000 October {£3, 2011

FOR VALUE RECEIVED, R.A.C. BRESSI, LP, a California limited partnership
(“Borrower”), whose address is 9619 Chesapeake Drive, Suite 103, San Diego, California 92123,
promises to pay to the order of William M. Chance, as Trustee under Declaration of Trust dated
February 16, 1988, Trust No. 2, as amended, Daniel Kevin Moriarty, as Trustee of the Moriarty
Cary Family Trust dated January 2, 1990, as amended, and Daniel A. Moriarty, as Trustee under
Declaration of Trust dated April 26, 1988, as amended (collectively, “Lender”) at 9619 Chesapeake
Drive, Suite 103, San Diego, California 92123, or at such other place as Lender may from time to
time in writing designate, in lawful money of the United States of America, the principal sum of Six
Hundred Thousand and NO/100 Dollars ($600,000), together with interest on the principal balance
of this Note outstanding from time to time, from the date of this Note until fully repaid at the rate
hereinafter set forth. Notwithstanding any provision to the contrary contained in this Note, all
amounts paid by Borrower to Lender pursuant to the terms hereof shall paid to Lender in
accordance with the percentages set forth in Exhibit A attached hereto.

1. Definitions. As used herein, the terms “Borrower” and “Lender” have the meanings
assigned in the preceding paragraph, and the following terms have the following meanings:

(a) “Default Rate” means the lesser of (a) a fixed annual rate equal to five
percent (5%) plus the Interest Rate, or (b) the maximum rate of interest permitted by applicable law.

(b) “Expenses” means all attomeys’ fees, court costs and other legal expenses
and all other costs and expenses of all kinds which Lender may at any time pay or incur in making
the Loan and/or attempting to collect, compromise or enforce, in any respect, this Note, whether or
not suit is ever filed, and whether or not in connection with any insolvency, bankruptcy,
reorganization, arrangement or other similar proceeding involving Borrower. If Lender pays any
such cost or expense, “Expenses” shall also include interest at the Default Rate on any such
payment from the date such cost or expense is incurred until repayment to Lender in full.

() “Interest Rate” means six percent (6%) per annum.
(d) “Loan” means the loan evidenced by this Note.

e “I oan Maturity Date” shall mean the date on which the earlier of the
following occurs: (i) the closing of that certain offering by ActivCare at Bressi Ranch, LLC of
5,000 of its Class A Units of Membership Interests, or (ii) January 31, 2012.

® “Note” means this promissory note, and any renewals, extensions,
amendments or supplements hereof.

2. Interest, From the date of initial disbursement and including the date the entire
principal balance of this Note is paid in full, the principal balance of this Note outstanding from
time to time shall bear interest at the Interest Rate. In computing the number of days during which
interest accrues, the day on which funds are initially advanced shall be included regardless of the
time of day such advance is made, and the day on which funds are repaid shall be included. Interest
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shall be computed hereunder on the basis of a 360-day year consisting of 12 months of 30 days
each.

3. Payment of Principal and Interest.

On the Loan Maturity Date, Borrower shall make a balloon payment that shall
include any unpaid principal, any interest accrued and unpaid thereon, and any and all other sums
due under this Note.

4. Prepayment. The Loan may be prepaid in whole or in part upon five (5) business
days’ prior written notice to Lender without the imposition of a prepayment charge or premium,
provided that all sums paid by Borrower shall be first applied to accrued interest for the preceding
month, then to any Expenses outstanding to Lender, with the balance of such payment applied to
principal.

5. Maximum Rate of Interest. Notwithstanding any provision to the contrary
contained in this Note, the total liability for payments of interest and payments in the nature of
interest, including without limitation, all charges, fees or any sums which may at any time be
deemed to be interest, shall not exceed the amount which Lender may lawfully collect. In the event
the total liability for payments of interest and payments in the nature of interest, including without
limitation, all charges, fees or other sums which may at any time be deemed to be interest, shall, for
any reason whatsoever, result in an effective rate of interest, which for any month or other interest
payment period exceeds the amount which Lender may lawfully collect, all sums in excess of those
lawfully collectible as interest for the period in question shall, without further notice to any party
hereto, be applied as a reduction of the principal balance hereof immediately upon receipt of such
sums by Lender, with the same force and effect as though Borrower had specifically designated
such excess sums to be so applied to the reduction of principal; provided, however, that Lender
may, at any time, and from time to time, elect, by notice in writing to Borrower, to waive, reduce or
limit the collection of any sums (or refund to Borrower any sums collected) in excess of those
lawfully collectible as interest rather than accept such sums as prepayment of principal.

6. Late Charge. If all or any portion of any payment or deposit required hereunder
(other than the payment due on the Loan Maturity Date) is not paid or deposited on or before ten
(10) days following the day on which such payment or deposit is due, Borrower shall pay a late or
collection charge, as liquidated damages, equal to 5% of the amount of such unpaid payment or
deposit. Borrower acknowledges that Lender will incur additional expenses as a result of any late
payments or deposits hereunder, which expenses would be impracticable to quantify, and that
Borrower's payments under this Section 6 are a reasonable estimate of such expenses.

7. Default Interest. Time is of the essence hereof and if the entire balance of principal,
accrued interest and any other amount due hereunder is not paid in full on the Loan Maturity Date,
or upon acceleration of this Note as provided in Section 8 below, as applicable, then, without
waiving or modifying in any way any of the rights, remedies or recourse Lender may have under
this Note, the entire unpaid balance of principal, accrued interest and any other amounts due
hereunder shall bear interest from the Loan Maturity Date or the date of acceleration until paid in
full at the Default Rate. In addition, the holder hereof shall have any and all other rights and
remedies available at law or in equity. If the Default Rate is triggered as a result of an Event of
Default (as hereinafter defined) and Borrower subsequently cures the Event of Default, then all
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amounts owing hereunder will resume bearing interest at the Interest Rate, rather than the Default
Rate, on the date the Event of Default is cured; provided, however, that the interest owing hereunder
may again accrue at the Default Rate upon the occurrence of a subsequent Event of Defauit.
Borrower acknowledges that it would be extremely difficult or impracticable to determine Lender’s
actual damages resulting from Borrower’s failure to pay on the Loan Maturity Date or upon
acceleration of this Note, as applicable, and such interest at the Default Rate is a reasonable
estimate of those damages and does not constitute a penalty. Interest at the Default Rate shall be
paid without prejudice to the right of Lender to collect any other amounts provided to be paid or to
declare a default under this Note.

8. Default. For purposes of this Note, the following shall constitute an event of default
(each, an “Event of Default”): (i) failure of Borrower to make any payment of any principal or
interest as and when the same becomes due hereunder; (ii) any breach or default in payment or
performance by Borrower of any other obligation to Lender, (iii) the insolvency, receivership,
bankruptcy (voluntary or involuntary), assignment for the benefit of creditors or reorganization
under any bankruptcy or similar laws of Borrower, and (iv)the dissolution, liquidation or
termination of legal existence of Borrower, Upon the occurrence of any payment default or any
other event of default under this Note, Lender, at its option and without further notice, demand, or
presentment for payment to Borrower or others, may declare immediately due and payable the
unpaid principal balance of this Note and interest accrued thereon together with all other sums owed
by Borrower under this Note (including, but not limited to attorneys’ fees as provided in Section 10
below), anything in this Note to the contrary notwithstanding. Payment of such sums may be
- enforced and recovered in whole or in part at any time by one or more of the remedies provided to
Lender in this Note. '

9. Remedies Cumulative. The remedies of Lender, as provided in this Note, shall be
cumulative and concurrent and may be pursued singly, successively or together, at the sole
discretion of Lender, and may be exercised as often as occasion therefor shall occur; and the failure
to exercise any such right or remedy shall in no event be construed as a waiver or release thereof.

10.  Attorneys’ Fees. In the event that suit be brought hereon, or an attorney be
employed or expenses be incurred to compel payment of this Note or any portion of the .
indebtedness evidenced hereby or to otherwise interpret or enforce any of the terms of this Note,
Borrower promises to pay all such attorneys’ fees, costs and expenses all as actually incurred by
Lender as a result thereof including, without limitation, (a) attorneys’ fees, costs and expenses
incurred in appellate proceedings or in any action or participation in, or in connection with, any case
or proceeding under Chapters 7 or 11 of the Bankruptcy Code or any successor thereto, and
(b) attorneys’ fees, costs and expenses incurred as a result of Lender exercising its rights to cure any
Event of Default by Borrower under this Note.

11.  Waivers. Borrower hereby waives diligence, presentment for payment, demand,
notice of demand, notice of nonpayment or dishonor, protest and notice of protest of this Note, and
all other notices in connection with the delivery, acceptance, performance, default, or enforcement
of the payment of this Note. Borrower further waives all right of offset that it may now have or
hereafter become entitled to with respect to Lender. Lender shall not be deemed, by any act of
omission or commission, to have waived any of its rights or remedies hereunder unless such waiver
is in writing and signed by Lender, and then only to the extent specifically set forth in the writing,
The acceptance by Lender of any payment hereunder which is less than payment in full of all

{00057755.1 } 3



amounts due and payable at the time of such payment, including but not limited to acceptance of
interest or other payments after the Loan Maturity Date, shall not constitute a waiver of the right to
exercise any of the foregoing options at that time or at any subsequent time or nullify any prior
exercise of any such option without the express written consent of Lender. If Lender delays in
exercising or fails to exercise any of its rights under this Note, such delay or failure shall not
constitute a waiver of any Lender rights or of any breach, default, or failure of condition under this
Note. No waiver by Lender of such rights or of any such breach, default, or failure of condition
shall be effective, unless the waiver is expressly stated in a writing signed by Lender. A waiver
with reference to one event shall not be construed as continuing or as a bar to or waiver of any right
or remedy as to a subsequent event. Borrower hereby waives any rights pursuant to California Civil
Code sections 1479 and 2822 (and any amendments or successors thereto), to designate how
payments will be applied, and acknowledges and agrees that Lender shall have the right in Lender’s
sole discretion to determine the order and method of the application of payments on this Note.

12.  JURY WAIVER AND JUDICIAL REFERENCE. LENDER AND BORROWER
EACH WAIVE THEIR RESPECTIVE RIGHTS TO A TRIAL BEFORE A JURY IN
CONNECTION WITH ANY ACTION, PROCEEDING, OR COUNTERCLAIM BROUGHT BY
EITHER LENDER OR BORROWER AGAINST THE OTHER. THIS INCLUDES ANY CLAIM
BY EITHER PARTY, CLAIMS BROUGHT BY BORROWER AS A CLASS
REPRESENTATIVE ON BEHALF OF OTHERS, AND CLAIMS BY A CLASS
REPRESENTATIVE ON BORROWER’S BEHALF AS A CLASS MEMBER (SO-CALLED
“CLASS ACTION” SUITS). THIS PROVISION SHALL NOT APPLY IF, AT THE TIME AN
ACTION IS BROUGHT, THE LOAN IS MAINTAINED IN A STATE WHERE JURY TRIAL
WAIVERS ARE NOT PERMITTED BY LAW,

13,  Commercial Loan. Borrower warrants that the Loan evidenced by this Note is
being made solely to acquire or carry on a business or commercial enterprise, and Borrower is a
business or commercial organization. Borrower further warrants that all of the proceeds of this
Note shall be used for commercial purposes and stipulates that the Loan evidenced by this Note
shall be construed for all purposes as a commercial loan, and is made for other than personal family
or household purposes. ' '

14, Governing Law. This instrument shall be governed by and construed according to |
the laws of the State of California without regard to any principles of conflicts of laws.

15.  Choice of Venue. Borrower agrees upon Lender’s request to submit to the
jurisdiction of the courts of San Diego County, State of California in the event of any action or
proceeding by Lender against Borrower.

16.  Construction of Certain Terms. Whenever used, the singular shall include the
plural, the plural shall include the singular, and the words “Lender” and “Borrower” shall be
deemed to include their respective heirs, administrators, executors, successors and assigns.

17.  Notice. All notices and other communications that are required or permitted to be
given to a party under this Note shall be in writing and shall be sent to such party, either by personal
delivery or by overnight delivery service to the addressee below. Notices and communicaticns in
accordance with this Section 17 shall be effective upon receipt of such delivery. All notices are to
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be sent to the applicable party at the address set forth above or to such other address indicated by a
party in a writing which satisfies the requirements of this Section 17.

18.  Severability of Provisions. In the event any one or more of the provisions ‘hereof
shall be invalid, illegal or unenforceable in any respect, the validity of the remaining provisions
hereof shall be in no way affected, prejudiced or disturbed thereby.

19.  Parties in Interest. This Note shall bind Borrower and its successors and assigns
and inure to the benefit of Lender and Lender’s heirs, administrators, executors, successors and
assigns. Borrower may not assign this Note or any of its obligations hereunder without the prior
consent of Lender. '

20.  Integration. This Note constitutes the entire understanding of Borrower and
Lender with respect to the matters discussed herein, and supersedes all prior and contemporaneous
discussions, agreements and representations, whether oral or written. This Note may only be
modified in a writing signed by Lender and Borrower.

21.  Relationship. The relationship of the parties hereto is that of borrower and lender
and it is expressly understood and agreed that nothing contained herein shall be interpreted or
construed to make the parties partners, joint venturers or participants in any other legal relationship
except for borrower and lender.

22.  Headings. The section captions are inserted for convenience of reference only and
shall in no way alter or modify the text of such sections.

[signature on following page]
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IN WITNESS WHEREOF, Borrower, intending to be legally bound hereby, has duly
executed this Note under seal the day and year first set forth above.

BORROWER:

R.A.C. BRESSI, LP,
a California limited partnership

By:  Income Property Group,
a California corporation,
its General Partner

COPY
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EXHIBIT “A”

William M. Chance, as Trustee under 42.13%
Declaration of Trust dated February 16, 1988,
Trust No. 2, as amended :

Daniel Kevin Moriarty, as Trustee of the 15.74%
Moriarty Cary Family Trust dated January 2,
1990, as amended

Daniel A. Moriarty, as Trustee under 42.13%
Declaration of Trust dated April 26, 1988, as
amended
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Exhibit 6(i

(See Attached)
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FUNDING AGREEMENT

THIS FUNDING AGREEMENT (this “Agreement”) is made effective as of this [10_ ™
day of November, 2011, by and between R.A.C. BRESSL, LP, a California limited partnership
(the “Partnership”), with an address of 9619 Chesapeake Drive, Suite 103, San Diego, California
92123, and William M. Chance, as Trustee under Declaration of Trust dated February 16, 1988,
Trust No. 2, as amended, Daniel Kevin Moriarty, as Trustee of the Moriarty Cary Family Trust
dated January 2, 1990, as amended, and Daniel Kevin Moriarty, as Trustee under Declaration of
Trust dated April 26, 1988, as amended (collectively, “Lenders”), each with an address of 9619
Chesapeake Drive, Suite 103, San Diego, California 92123,

RECITALS:

WHEREAS, Lenders have agreed to make, in the percentages set forth in Exhibit “A”
attached hereto, one or more additional loans to the Partnership not to exceed $870,000, in the
aggregate, as additional interim funding for the operation of the Facility and the operations of the
Partnership; and

WHEREAS, Lenders have an indirect interest in the Partnership and the Facility and,
therefore, Lenders have agreed that the making of such loans is in the best interest of Lenders.

NOW, THEREFORE, in consideration of the foregoing recitals and the mutual covenants
and promises herein contained, and for other good and valuable consideration, the receipt and
sufficiency of which are acknowledged by the parties, the parties hereby agree as follows:

1. Generally. Lenders hereby agree to make one or more loans to the Partnership upon the
following terms and conditions:

a. Type of Loans. The loans to be made to the Partnership shall be used solely
to fund start-up costs and/or the operating deficits directly associated with the
operation of the Facility (each, a “Loan,” and collectively, the “Loans”™).

b. Obligation to Make Loans. Lenders shall, in the percentages set forth in
Exhibit “A” attached hereto, make the Loans to the Partnership in the
maximum aggregate outstanding principal amount (the “Maximum Amount”)
of up to Bight Hundred Seventy Thousand and No/100 Dollars ($870,000) to
be borrowed at any time, in the sole discretion of the Partnership, pursuant to
the Partnership’s timely and due execution and delivery to Lenders of an
Unsecured Promissory Note or Notes, substantially in the form of Exhibit
“B” attached hereto, in connection with the Loans. To the extent any debt
funding amount (whether principal or accrued interest) is outstanding from
Lenders, or any affiliate thereof, pursuant to this Funding Agreement and
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expressly excluding the $600,000 loan made by Lenders to the Partnership as
of October 18, 2011, then, the Maximum Amount shall be reduced on a
dollar-for-dollar basis by the total amount of such debt until such debt is paid.

2. Term. The term of this Funding Agreement shall commence on the date hereof
and terminate on the earlier of the following (the “Loan Maturity Date”): (i) the closing of that
certain offering by ActivCare at Bressi Ranch, LLC of 5,000 of its Class A Units of Membership
Interests, or (ii) June 30, 2012. Notwithstanding the termination of this Agreement, any
outstanding Unsecured Promissory Note shall remain outstanding in accordance with its terms
until all amounts due and payable thereunder have been paid in full.

3. Counterparts. This Funding Agreement may be executed in any number of
counterparts, each of which shall be an original, and all of which, when taken together, shall
constitute one agreement.

4. Amendment; Assignment. The provisions of this Funding Agreement may be
amended or modified only upon the written consent of Lenders and the Partnership. This
Funding Agreement may not be assigned by the Partnership under any circumstances without
the prior written consent of Lenders. Lenders may assign their rights and obligations
hereunder. Except as permitted in this Section 4, any assignment, for whatever reason, shall be
null, void and of no force or effect.

5. Binding Agreement. This Agreement shall bind the parties hereto and their
heirs, administrators, executors, successors and permitted assigns.

6. Governing Law. This Funding Agreement shall be governed and construed in
accordance with the laws of the State of California without reference to the conflicts or choice of
laws principles thereof. Each of the parties hereby irrevocably waives all right to trial by jury in
any action, proceeding or counterclaim (whether based on contract, tort or otherwise) arising out
of or relating to this Funding Agreement, the transactions contemplated hereby and thereby or
the actions of Lenders in the negotiation, performance or enforcement hereof and thereof.

[Remainder of Page Intentionally Left Blank]
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement under seal
as of the date first set forth above.
LENDERS:

Daniel Kevin Moriarty, as Trustee under Declaration
of Trust dated April 26, 1988, as amended

T A,

Daniel Kevin Moriarty, as Tfustee

Daniel Kevin Moriarty, as Trustee of the Moriarty
Cary Family Trust dated January 2, 1990, as amended

A

Daniel Kevin Moriarty, a@ rustee

William M. Chance, as Trustee under Declaration of
Trust dated February 16, 1988, Trust No. 2, as amended

e
ance, as Trustee

PARTNERSHIP:

R.A.C. BRESSL, LP,
a California limited partnership

By: Income Property Group,
a California corporation
Its: Genergl Partner

By:
Name: William M Cha:
Title: President/CEQ

[Signature Page to Funding Agreement]
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Exhibit A

.William M. Chance, as Trustee under 42.13%
Declaration of Trust dated February 16, 1988,
Trust No. 2, as amended

Daniel Kevin Moriarty, as Trustee of the 15.74%
Moriarty Cary Family Trust dated January 2,
1990, as amended

Daniel Kevin Moriarty, as Trustee under 42.13%
Declaration of Trust dated April 26, 1988, as
amended

{00062896.1 }




Exhibit B

Form of Unsecured Promissory Note

(see attached)
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UNSECURED PROMISSORY NOTE

s 0L

FOR VALUE RECEIVED, R.A.C. BRESSI, LP, a California limited partnership
(“Borrower™), whose address is 9619 Chesapeake Drive, Suite 103, San Diego, California 92123,
promises to pay to the order of William M. Chance, as Trustee under Declaration of Trust dated
February 16, 1988, Trust No. 2, as amended, Daniel Kevin Moriarty, as Trustee of the Moriarty
Cary Family Trust dated January 2, 1990, as amended, and Daniel Kevin Moriarty, as Trustee under
Declaration of Trust dated April 26, 1988, as amended (collectively, “Lender”) at 9619 Chesapeake
Drive, Suite 103, San Diego, California 92123, or at such other place as Lender may from time to
time in writing designate, in lawful money of the United States of America, the principal sum of
and /100 Dollars ($ ), together with interest on the principal
balance of this Note outstanding from time to time, from the date of this Note until fully repaid at
the rate hereinafter set forth. Notwithstanding any provision to the contrary contained in this Note,
all amounts paid by Borrower to Lender pursuant to the terms hereof shall be paid to Lender in
accordance with the percentages set forth in Exhibit A attached hereto.

1. Definitions. As used herein, the terms “Borrower” and “Lender” have the meanings
assigned in the preceding paragraph, and the following terms have the following meanings:

‘ (a) “Default Rate” means the lesser of (a) a fixed annual rate equal to five
percent (5%) plus the Interest Rate, or (b) the maximum rate of interest permitted by applicable law.

(b)  “Expenses” means all attorneys’ fees, court costs and other legal expenses
and all other costs and expenses of all kinds which Lender may at any time pay or incur in making
the Loan and/or attempting to collect, compromise or enforce, in any respect, this Note, whether or
not suit is ever filed, and whether or not in connection with any insolvency, bankruptcy,
reorganization, arrangement or other similar proceeding involving Borrower. If Lender pays any
such cost or expense, “Expenses” shall also include interest at the Default Rate on any such
payment from the date such cost or expense is incurred until repayment to Lender in full.

(c) “Interest Rate” means six percent (6%) per annum.
(d) “Toan” means the loan evidenced by this Note.

(e) “Looan Maturity Date” shall mean the date on which the earlier of the
following occurs: (i) the closing of that certain offering by ActivCare at Bressi Ranch, LLC of
5,000 of its Class A Units of Membership Interests, or (ii) June 30, 2012.

: @ “Note” means this promissory note, and any renewals, extensions,
amendments or supplements hereof.

2. Interest. From the date of initial disbursement and including the date the entire
principal balance of this Note is paid in full, the principal balance of this Note outstanding from
time to time shall bear interest at the Interest Rate. In computing the number of days during which
interest accrues, the day on which funds are initially advanced shall be included regardless of the
time of day such advance is made, and the day on which funds are repaid shall be included. Interest
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shall be computed hereunder on the basis of a 360-day year consisting of twelve (12) months of
thirty (30) days each.

3. Payment of Principal and Interest. On the Loan Maturity Date, Borrower shall
make a balloon payment that shall include any unpaid principal, any interest accrued and unpaid
thereon, and any and all other sums due under this Note.

4. Prepayment. The Loan may be prepaid in whole or in part upon five (5) business
days’ prior written notice to Lender without the imposition of a prepayment charge or premium,
provided that all sums paid by Borrower shall be first applied to accrued interest for the preceding
month, then to any Expenses outstanding to Lender, with the balance of such payment applied to
principal.

5. Maximum Rate of Interest. Notwithstanding any provision to the contrary
contained in this Note, the total liability for payments of interest and payments in the nature of
interest, including without limitation, all charges, fees or any sums which may at any time be
deemed to be interest, shall not exceed the amount which Lender may lawfully collect. In the event
the total liability for payments of interest and payments in the nature of interest, including without
limitation, all charges, fees or other sums which may at any time be deemed to be interest, shall, for
any reason whatsoever, result in an effective rate of interest, which for any month or other interest
payment period exceeds the amount which Lender may lawfully collect, all sums in excess of those
lawfully collectible as interest for the period in question shall, without further notice to any party
hereto, be applied as a reduction of the principal balance hereof immediately upon receipt of such
sums by Lender, with the same force and effect as though Borrower had specifically designated
such excess sums to be so applied to the reduction of principal; provided, however, that Lender
may, at any time, and from time to time, elect, by notice in writing to Borrower, to waive, reduce or
limit the collection of any sums (or refund to Borrower any sums collected) in excess of those
lawfully collectible as interest rather than accept such sums as prepayment of principal.

6. Late Charge. If all or any portion of any payment or deposit required hereunder
(other than the payment due on the Loan Maturity Date) is not paid or deposited on or before ten
(10) days following the day on which such payment or deposit is due, Borrower shall pay a late or
collection charge, as liquidated damages, equal to five percent (5%) of the amount of such unpaid
payment or deposit. Borrower acknowledges that Lender will incur additional expenses as a result
of any late payments or deposits hereunder, which expenses would be impracticable to quantify, and
that Borrower's payments under this Section 6 are a reasonable estimate of such expenses.

7. Default Interest. Time is of the essence hereof and if the entire balance of principal,
accrued interest and any other amount due hereunder is not paid in full on the Loan Maturity Date,
or upon acceleration of this Note as provided in Section 8 below, as applicable, then, without
waiving or modifying in any way any of the rights, remedies or recourse Lender may have under
this Note, the entire unpaid balance of principal, accrued interest and any other amounts due
hereunder shall bear interest from the Loan Maturity Date or the date of acceleration until paid in
full at the Default Rate. In addition, the holder hereof shall have any and all other rights and
remedies available at law or in equity. If the Default Rate is triggered as a result of an Event of
Default (as hereinafter defined) and Borrower subsequently cures the Event of Default, then all
amounts owing hereunder will resume bearing interest at the Interest Rate, rather than the Default
Rate, on the date the Event of Default is cured; provided, however, that the interest owing hereunder
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may again accrue at the Default Rate upon the occurrence of a subsequent Event of Default.
Borrower acknowledges that it would be extremely difficult or impracticable to determine Lender’s
actual damages resulting from Borrower’s failure to pay on the Loan Maturity Date or upon
acceleration of this Note, as applicable, and such interest at the Default Rate is a reasonable
estimate of those damages and does not constitute a penalty. Interest at the Default Rate shall be
paid without prejudice to the right of Lender to collect any other amounts provided to be paid or to
declare a default under this Note.

8. Default. For purposes of this Note, the following shall constitute an event of default
(each, an “Event of Default”): (i) failure of Borrower to make any payment of any principal or
interest as and when the same becomes due hereunder; (ii) any breach or default in payment or
performance by Borrower of any other obligation to Lender, (iii) the insolvency, receivership,
bankruptey (voluntary or involuntary), assignment for the benefit of creditors or reorganization
under any bankruptcy or similar laws of Borrower, and (iv)the dissolution, liquidation or
termination of legal existence of Borrower. Upon the occurrence of any payment default or any
other event of default under this Note, Lender, at its option and without further notice, demand, or
presentment for payment to Borrower or others, may declare immediately due and payable the
unpaid principal balance of this Note and interest accrued thereon together with all other sums owed
by Borrower under this Note (including, but not limited to attorneys’ fees as provided in Section 10
below), anything in this Note to the contrary notwithstanding, Payment of such sums may be
enforced and recovered in whole or in part at any time by one or more of the remedies provided to
Lender in this Note.

9. Remedies Cumulative. The remedies of Lender, as provided in this Note, shall be
cumulative and concurrent and may be pursued singly, successively or together, at the sole
discretion of Lender, and may be exercised as often as occasion therefor shall occur; and the failure
to exercise any such right or remedy shall in no event be construed as a waiver or release thereof.

10.  Attorneys’ Fees. In the event that suit be brought hereon, or an attorney be
employed or expenses be incurred to compel payment of this Note or any portion of the
indebtedness evidenced hereby or to otherwise interpret or enforce any of the terms of this Note,
Borrower promises to pay all such attorneys’ fees, costs and expenses all as actually incurred by
Lender as a result thereof including, without limitation, (a) attorneys’ fees, costs and expenses
incurred in appellate proceedings or in any action or participation in, or in connection with, any case
or proceeding under Chapters 7 or 11 of the Bankruptcy Code or any successor thereto, and
(b) attorneys’ fees, costs and expenses incurred as a result of Lender exercising its rights to cure any
Event of Default by Borrower under this Note.

11.  Waivers. Borrower hereby waives diligence, presentment for payment, demand,
notice of demand, notice of nonpayment or dishonor, protest and notice of protest of this Note, and
all other notices in connection with the delivery, acceptance, performance, default, or enforcement
of the payment of this Note. Borrower further waives all right of offset that it may now have or
hereafter become entitled to with respect to Lender. Lender shall not be deemed, by any act of
omission or commission, to have waived any of its rights or remedies hereunder unless such waiver
is in writing and signed by Lender, and then only to the extent specifically set forth in the writing.
The acceptance by Lender of any payment hereunder which is less than payment in full of all
amounts due and payable at the time of such payment, including but not limited to acceptance of
interest or other payments after the Loan Maturity Date, shall not constitute a waiver of the right to
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exercise any of the foregoing options at that time or at any subsequent time or nullify any prior
exercise of any such option without the express written consent of Lender. If Lender delays in
exercising or fails to exercise any of its rights under this Note, such delay or failure shall not
constitute a waiver of any Lender rights or of any breach, default, or failure of condition under this
Note. No waiver by Lender of such rights or of any such breach, default, or failure of condition
shall be effective, unless the waiver is expressly stated in a writing signed by Lender. A waiver
with reference to one event shall not be construed as continuing or as a bar to or waiver of any right
or remedy as to a subsequent event. Borrower hereby waives any rights pursuant to California Civil
Code sections 1479 and 2822 (and any amendments or successors thereto), to designate how
payments will be applied, and acknowledges and agrees that Lender shall have the right in Lender’s
sole discretion to determine the order and method of the application of payments on this Note.

12. JURY WAIVER AND JUDICTAL REFERENCE. LENDER AND BORROWER
EACH WAIVE THEIR RESPECTIVE RIGHTS TO A TRIAL BEFORE A JURY IN
CONNECTION WITH ANY ACTION, PROCEEDING, OR COUNTERCLAIM BROUGHT BY
EITHER LENDER OR BORROWER AGAINST THE OTHER. THIS INCLUDES ANY CLAIM
BY EITHER PARTY, CLAIMS BROUGHT BY BORROWER AS A CLASS
REPRESENTATIVE ON BEHALF OF OTHERS, AND CLAIMS BY A CLASS
REPRESENTATIVE ON BORROWER’S BEHALF AS A CLASS MEMBER (SO-CALLED
“CLASS ACTION” SUITS). THIS PROVISION SHALL NOT APPLY IF, AT THE TIME AN
ACTION IS BROUGHT, THE LOAN IS MAINTAINED IN A STATE WHERE JURY TRIAL
WAIVERS ARE NOT PERMITTED BY LAW.

13.  Commercial Loan. Borrower warrants that the Loan evidenced by this Note is
being made solely to acquire or carry on a business or commercial enterprise, and Botrower is a
business or commercial organization. Borrower further warrants that all of the proceeds of this
Note shall be used for commercial purposes and stipulates that the Loan evidenced by this Note
shall be construed for all purposes as a commercial loan, and is made for other than personal family
or household purposes.

14.  Governing Law. This instrument shall be governed by and construed according to
the laws of the State of California without regard to any principles of conflicts of laws.

15. Choice of Venue. Borrower agrees upon Lender’s request to submit to the
jurisdiction of the courts of San Diego County, State of California in the event of any action or
proceeding by Lender against Borrower.

16.  Construction_of Certain_Terms. Whenever used, the singular shall include the
plural, the plural shall include the singular, and the words “Lender” and “Borrower” shall be
deemed to include their respective heirs, administrators, executors, successors and assigns.

17.  Notice. All notices and other communications that are required or permitted to be
given to a party under this Note shall be in writing and shall be sent to such party, either by personal
delivery or by overnight delivery service to the addressee. Notices and communications in
accordance with this Section 17 shall be effective upon receipt of such delivery. All notices are to
be sent to the applicable party at the address set forth above or to such other address indicated by a
party in a writing which satisfies the requirements of this Section 17.
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18.  Severability of Provisions. In the event any one or more of the provisions hereof
shall be invalid, illegal or unenforceable in any respect, the validity of the remaining provisions
hereof shall be in no way affected, prejudiced or disturbed thereby.

19.  Parties in Interest. This Note shall bind Borrower and its successors and assigns
and inure to the benefit of Lender and Lender’s heirs, administrators, executors, successors and
permitted assigns. Borrower may not assign this Note or any of its obligations hereunder without
the prior consent of Lender.

20. Integration. This Note constitutes the entire understanding of Borrower and
Lender with respect to the matters discussed herein, and supersedes all prior and contemporaneous
discussions, agreements and representations, whether oral or written. This Note may only be
modified in a writing signed by Lender and Borrower.

21.  Relationship. The relationship of the parties hereto is that of borrower and lender
and it is expressly understood and agreed that nothing contained herein shall be interpreted or
construed to make the parties partners, joint venturers or participants in any other legal relationship
except for borrower and lender.

22.  Headings. The section captions are inserted for convenience of reference only and
shall in no way alter or modify the text of such sections.

[signature on following page]
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IN WITNESS WHEREOF, Borrower, intending to be legally bound hereby, has duly
executed this Note under seal the day and year first set forth above.

BORROWER:

R.A.C. BRESS], LP,
a California limited partnership

By:  Income Property Group,
a California corporation,
its General Partner

By:
Name:
Title:
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EXHIBIT “A”

William M. Chance, as Trustee under 42.13%
Declaration of Trust dated February 16, 1988,
Trust No. 2, as amended

Daniel Kevin Moriarty, as Trustee of the 15.74%
Moriarty Cary Family Trust dated January 2,
1990, as amended

Daniel Kevin Moriarty, as Trustee under 42.13%
Declaration of Trust dated April 26, 1988, as
amended
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Exhibit (9)

(See Attached)
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AMENDED AND RESTATED ESCROW AGREEMENT

This Amended and Restated Escrow Agreement (this "Agreement") is entered into as of
November 10, 2011, by and between ActivCare at Bressi Ranch, LLC, a California limited
liability company (the “Company”), Courtlandt Securities Corporation, a California corporation
(the “Underwriter”), and Comerica Bank, a Texas banking corporation (in its capacity as escrow
holder, the "Escrow Holdet").

RECITALS
This Agreement is entered into in reference to the following facts:

‘ (@) The Company is offering (the “QOffering”) to sell, on an all-or-nothing
basis, $5,000,000 (the “Offering Amount”) of its Class A Units of membership interest (“Offered
Units”) to qualified subscribers (individually, a "Subscriber," and collectively, "Subscribers"),
pursuant to an Offering Statement filed with the United States Securities and Exchange
Commission on Form 1-A (the “Offering Statement”) and certain registrations or exemptions
under the securities laws of the states in which the Offered Units are to be sold.

(b)  The Company has retained the Underwriter to sell the Offered Units for
the Company on a best efforts, all-or-none basis.

(c)  On July 13, 2011 the Company and the Escrow Holder enfered into an
Escrow Agreement (the “Original Agreement™) for the Escrow Holder to act as escrow holder for
the funds from the Subscribers (“Proceeds”) received by the Company until the escrow period
has ended and the Offering is closed or otherwise terminated.

(d)  The Company, the Underwriter and the Escrow Holder now desire to
amend and restate the Original Agreement in its entitety to add the Underwriter as a party to this
Agreement and to make such othér changes. :

NOW, THEREFORE, in consideration of the mutual covenants hereinafter set forth, the
parties hereto hereby agree as follows.

ARTICLE ] - ESCROW FUNDS

1.1 Appointment, The Escrow Holder shall act as escrow holder for the Proceeds,
subject to the terms hereof

12  Escrow Account. Immediately following the Company’s and the Escrow
Holder’s execution and delivery of this Agreement and before the date of the commencement of
the Offering, the parties shall establish an escrow account at Cometrica Bank as escrow account
number 49508-0339SUB, designated by the Escrow Holder (the “Escrow Account”) for the
purpose of receiving and holding the Proceeds.
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1.3 Deposits in Escrow.

(8 At the timé a Subscriber delivers a completed and executed Purchaser
Questionnaire and Subscription Agreement (“Subscription Agreement”) to the Underwriter, in
the form attached to the Offering Statement, the Company and the Underwriter shall cause each
Subscriber purchasing Offered Units to deliver the Proceeds as follows: (x) if the Subscriber is
submitting his Proceeds by check, then pursuant to a check made payable to the Escrow Holder
and delivered to the Underwriter with the Subscriber’s Subscription Agreement, or (y) if the
Subscriber is submitting his Proceeds by wire, then pursuant to wire transfer to the Escrow
Account in accordance with the wiring instructions set forth in the Subscriber’s Subscription
Agreement. The Underwriter shall transmit each check for Proceeds it receives to the Escrow
Holder pursuant to the following procedures;

- (i) - where, pursuant to the Underwriter's internal supervisory
procedures, internal supervisory review is conducted at the same location at which subscription
documents and checks are received from subscribers, checks will be transmitted by noon of the
next business day following receipt by of the Underwriter to the Escrow Holder for deposit in the
Escrow Account; or

(i)  where, pursuant to the Underwriter’s internal supervisory
procedures, final internal supervisory review is conducted at a different location, checks will be
transmitted by 5:00 pm of the next business day following receipt by the Underwriter to the
office of the Underwriter conducting such final internal supervisory review (the “Final Review
Office”). The Final Review Office will in turn transmit by noon of the next business day
following receipt at a different location by the Final Review Office such checks to the Escrow
Holder for deposit directly into the Escrow Account,

()  The Escrow Holder shall deposit and hold all Proceeds in the Escrow
Account at all times until such funds are disbursed therefrom in accordance with the terms
hereof. Promptly after its receipt of any Proceeds, the Escrow Holder shall notify the Company
and the Underwriter that the Escrow Holder has received the Proceeds. As and when such
Proceeds are delivered to the Escrow Holder, the Company or the Underwriter will also deliver
to the Escrow Holder copies of executed Subscriber Subscription Agreements for each
Subscriber whose funds are included in such Proceeds and a completed Funds Transmittal Memo
in the form attached hereto as Exhibit A, Upon request from time to time, the Escrow Holder
shall notify the Company and the Underwriter of the amount of the Proceeds then held in the
Escrow Account, : ’

(¢)  Proceeds in the form of cash or its equivalent are deemed deposited into
the Escrow Account when delivered to the Escrow Holder, Any Proceeds deposited in the form
of a check, draft or similar instrument are deemed deposited when the collectability thereof has
been confirmed (hereinafter “Collected Funds™). All such checks and similar instruments shall
be made payable to “Comerica Bank, as Escrow Holder for ActivCare at Bressi Ranch, LLC.”
Any checks or other instruments that are not made so payable shall be returned by the Escrow
Holder to the party submitting the check or other similar instrument. Any check returned unpaid
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to the Escrow Holder shall be returned to the party that submitted the check and the Escrow
Holder shall promptly notify the Company and the Underwriter of such return.

(d)  The Proceeds shall be disbursed by the Escrow Holder from the Escrow
Account by wire transfer of finds or by check payable to the appropriate distribuiee at the
- address set forth herein, except for disbursements of Proceeds payable to itself under the terms
hereof,

1.4  Investment of Proceeds. Any Proceeds held in the Escrow Account shall be
invested by the Escrow Holder, in Comerica Bank money matket accounts. The Escrow Holder
is not obligated to eamn any particular rate of return. Any interest, dividends or similar retutn
received by the Escrow Holder upon such investments shall be deposited in the Escrow Account
and shall be distributed in accordance with this Agreement.

ARTICLE 2 — DISBURSEMENT PROCEDURES

2.1  Disbursement of Proceeds. The Escrow Holder shall hold and disburse the
Proceeds in accordance with the following procedures:

(a)  If the Company receives and accepts subscriptions from Subscribers in an
amount equal to the Offering Amount on ot before the Cut Off Date (as hereinafter defined) and
the Company determines, in its discretion, that all other conditions to the closing of the Offering
as described in the Offering Statement have been satisfied (collectively, the “Release
Conditions”), then the Company shall immediately notify the Escrow Holder that the Release
Conditions have been satisfied, and of the date thereof (the "Closing Date"). The determination
of whether the Offering Amount has been received before the Cut Off Date shall be determined
on the basis of Collected Funds as of such date. “Cut Off Date” means June 30, 2012. Promptly
after its receipt of such notice(s) and instructions from the Company, the Escrow Holder shall
disburse to the Company by wire transfer or such other reasonable method of payment requested
by the Company the principal amount of all Proceeds along with accrued interest then held by
Escrow Holder. '

() If the Company does not receive and accept subsctiptions from
Subscribers for the Offering Amount and/or the Release Conditions are not otherwise met on or
before the Cut Off Date then the Company shall immediately give notice to the Escrow Holder of
the termination of the Offering. Promptly after such notification, the Escrow Holder shall return
directly o each Subscriber, as a complete distribution, such Subscriber's subscription amount
including any accrued interest thereon, without deduction, penalty, or expense to the Subscriber.
Furthermore, in such event, the Proceeds shall not, under any citcumstance, be returned to the
Company or the Underwriter for retum to the Subscribers. The Company represents, warrans
and agrees that the Proceeds returned to each Subscriber are and shall be free and clear of any
and all claims of the Company and its creditors,

(¢)  If a Subsctiber's subscription is not accepted or, if after a Subscriber's
subscription is accepted, the Company determines that it must be retutned, then the Compaty
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shall immediately give written notice of such fact to the Escrow Holder, Promptly after its
receipt of such notice, the Escrow Holder shall return to the subject Subscriber, as a complete
distribution, the Subscriber’s subsctiption amount together with any interest accrued thereon. If
the Company rejects any subscription for which the Escrow Holder has not yet received
Collected Funds, but has submitted the Subscriber’s check for collection, then the Escrow Holder
shall promptly issue a check in the amount of the Subscriber’s check to the rejected Subscriber
after the Escrow Holder has cleared such funds, If the Escrow Holder has not yet submitted a
- rejected Subscriber’s check for collection, then the Escrow Holder shall promptly remit the
Subscriber’s check directly to the Subscriber.

(dy  The Escrow Holder shall not be required to take any action under this
Section 2.1 until it shall have received proper written notification from the Company. The
Escrow Holder shall not be required to release any funds that constitute the Proceeds unless the
‘funds represented thereby are Collected Funds.

ARTICLE 3 - GENERAL ESCROW PROCEDURES

3.1  Accounts and Records. The Escrow Holder shall keep accurate books and
records of all fransactions hereunder, The Company, Underwriter and Escrow Holder shall each
have teasonable access to one another's books and records concerning the Offering and the
Proceeds. Upon final disbursement of the Proceeds, the Escrow Holder shall deliver to the
Company and the Underwriter a complete accounting of all iransactions relating to the Proceeds.

3.2 Duties. The Escrow Holder's duties and obligations hereunder shall be determined
solely by the express provisions of this Agreement. The Escrow Holder's duties are purely
contractual in nature. Nothing in this Agreement shall be construed to give rise to any fiduciary
obligations of the Escrow Holder with respect fo the Subscribers or to the other parties to this
Agreement. Except for a possible reference to the definitions of certain words or terms defined
in the Subscription Agreement, but not defined herein, the Escrow Holder is not charged with
any duties or responsibilities with respect to the Subscription Agreement and shall not otherwise
be concerned with the terms thereof. ~

33 Disputes.

(a) If there is any disagreement or the presentation of any adverse claim or
demand in connection with the disbursement of the Proceeds, the Escrow Holder may, at its
option, after providing written notice to the Company and the Underwriter of such disagreement
or adverse claim or demand, refuse to comply with any such claims or demands during the
continuance of such disagreement and may refrain from deliveiing any item affected hereby, and
in so doing, the Escrow Holder shall not become liable to the undersigned or to any other person,
due to its failure to comply with such adverse claim or demand. If the Company does not
provide satisfactory assurances to the Escrow Holder that it may act in accordance with the other
provisions of this Agreement, then the Escrow Holder shall be entitled to continue, without
liability, to refrain and refuse to act until:
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) authorized to disburse the Proceeds by an order from a court
purporting to have Junsdlctlon of the parties and the Proceeds, after which time the Escrow
Holder shall be entitled to act in conformity with such order; or

(ii)  the Escrow Holder (i) shall have been notified that all differences
shall have been adjusted by agreement, and (ii) shall have been directed in writing to take certain
actions with respect to the Proceeds subject to the adverse claim or demand, signed jointly or in
countetpart by the Company and by all persons making adverse claims or demands, at which
time the Escrow Holder shall be protected in acting in compliance therewith.

(b) At any time prior to the Escrow Holder's receipt of a court order or a
notice, as provided in clauses “(i)” or “(ii)” of this Subsection 3.3, the Escrow Holder may, but is
not required to, file a suit in interpleader and obtain an order from the court requiring the parties
to interplead and litigate in such court adverse claims or demands raised pursuant to this Section
3.3. If such interpleader suit is brought, the Bscrow Holder shall ipso facto be fully released and
discharged from all obligations to further perform any and all duties or obligations imposed upon
it in relation to the disputed amount. The Company shall reimburse the Escrow Holder for all
costs, expenses, and reasonable attorney's fees expended or incurred by the Escrow Holder in
connection with such adverse claim or demand, the amount thereof to be fixed and judgment
thereof to be rendered by the court in such lawsuit.

3.4  Arbitration.

(@  All disputes between The Company, the Underwriter and Subscribers, on
the one hand, the Escrow Holder on the other hand, relating to the payment of the Escrow
Deposit and/or the Escrow Holder’s rights, obligations, and liabilities arising from or related to
this Agreement shall be resolved by mandatory binding expedited arbitration under the
Commercial Arbitration Rules of the American Arbitration Association (“AAA”) in effect as of
the date the request for arbitration is filed (the “Rules”) before a single, neutral, arbitrator,
selected in accordance with the Rules. Each of the parties may initiate such arbitration pursuant
to the Rules, The arbitration shall be held in Dallas, Texas (such site bemg herein referred to as
the “Forum”).

(b)  The Company, the Underwriter, the Subscriber and the Escrow Holder
will abide by any decision rendered in such arbitration, and that any court having juusdlcnon
may enforce such a decision. Each of the parties hereto submits to the non-exclusive personal
Juusdlctmn of the courts of the Forum as an appropridte place for compelling arbitration or
giving legal confirmation of any arbitration award, and irrevocably waives any objection which it
may now or hereafter have to venue of any such enforcement proceeding brought in any said
courts and any claim of inconvenient forum. Service of process for all arbitration proceedings
may be made in accordance with the Rules and shall be deemed effective as provided therein.

{© Any claim or action of any kind (1nclud1ng, but not limited to, any claims
for breach of contract), against the Escrow Holder arising out of or connected with this
Agreement shall be barred and waived unless asserted by the commencement of an arbitration
proceeding within one hundred eighty (180) days after the accrual of the action or claim. This
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limitation shall also apply to claims, which might otherwise be asserted against the Escrow
Holder as a “set-off”, credit, cross-complaint, or defense, This section and the forgoing limitation
shall survive termination of this Agreement,

3.5  Liability Limited. = The Escrow Holder shall not be liable to anyone
whatsoever by any reason of error of judgment or for any act done or step taken or omitted by it
in good faith or for any mistake of fact or law or for anything which it may do or refrain from
doing in connection herewith unless caused by or arising out of its own negligence or
misconduct, In no event shall the Escrow Holder be liable for any indirect, special,
consequential or punitive damages. Each of the Company and the Underwriter represents to the
Escrow Holder that it has and shall continue to solicit the advice of its counsel regarding
compliance with all applicable state and federal securities laws in connection with the offer and
sale of the Offered Units, and that it will act in accordance with such advice. The Escrow Holder
shall have no responsibility to ensure the Company's or the Underwriter’s compliance with any
such securities laws in connection with the Offering.

3.6  Reliance on Documents, Etc. The Escrow Holder may rely on and shall be
protected in acting in reliance upon any instructions or directions furnished to it in writing or
pursuant to any provisions of this Agreement and shall be entitled to treat as genuine, and as the
document it purports to be, any letter, paper, or other document furnished to it and believed by it
to be genuine and to have been signed and presented by the proper party or parties. The
Company shall not include the Escrow Holder's name in any document unless such document
has been approved in writing by the Esctow Holder, except with regard to those documents
pertaining to and referring to the Escrow Holder's functions as escrow holder pursuant to this
Agreement.

3.7  Indemnification. The Company shall indemnify, defend, and hold harmiess
the Escrow Holder from and against all losses, damages, costs, charges, payments, liabilities, and
expenses, including all costs of litigation, investigation and reasonable legal fees incurred by the
Escrow Holder and arising directly or indirectly out of its role of as escrow holder pursuant to
this Agreement, except as caused by its misconduct or negligence. The Escrow Holder does not
assuine any responsibility for the failure of any other of the parties to make payments or perform
the conditions of this Agreement as set forth herein. The Escrow Holder may consult with
counsel of its choice and shall have full and cornplete authorization and protection for any action
taken or suffered by it hereunder in good faith and in accordance with the opinion of such
counsel, The provisions of this Section 3,7 shall survive the termination of this Agreement.

3.8  Compensation. The Company shall pay the Escrow Holder, as
compensation for its services hereunder: (a) a $3,500 non-refundable startup fee, payable upon
the Bscrow Holder's execution of this Agreement; and (b) a $40 bank wiring fee (for funds in and
for funds out) upon the Escrow Holder’s demand. Payment of the startup fee is a condition
precedent to the Escrow Holder’s obligations hereunder, Upon demand, the Company will pay
or reimburse the Escrow Holder for all expenses, disbursements and advances incurred or made
at the request of the Company. The Escrow Holder agrees that no fee, reimbursement for costs
and expenses, indemnification for any damages incurred by the Escrow Holder, or any monies
whatsoever shall be paid out of or chargeable to the Proceeds in the Escrow Account unless and
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until Collected Funds in the Offermg Amount have been deposited therein on or before the Cut
Off Date, :

3.9  Filings and Resolution, Concurrently with the execution and delivery of this
Agreement, the Company shall deliver to the Escrow Holder (a) a copy of its articles of
organization, (b) resolutions, signed by its manager, authorizing it to enter this Agreement, and
(c¢) a completed Certificate of Authority in the form acceptable to the Escrow Holder which
reflects the names and titles of the persons authorize all documents to be signed hereunder by the
Company and includes an originally handwritten exemplar of such person’s signature,

3,10 Resignation. The Escrow Holder may resign as the escrow holder at any time by
* giving thirty (30) days written notice thereof to all other parties. Upon notice of resignation by
the Escrow Holder, the other parties shall appoint a replacement escrow holder within that thirty-
(30) day petiod. The Escrow Holder may deliver the Proceeds to the replacement escrow holder
upon (a) notice of the appointment of a new escrow holder, and (b) payment to the Escrow
Holder in full of all fees due the Escrow Holder, If no such replacement or substitute has been
appointed within 30 days of the Escrow Holder’s notice of resignation, then the Escrow Holder
may, at the expense of the Company, petition any court of competent jurisdiction for the
appointment of a successor escrow holder. Upon appointment of successor escrow holder, the
Escrow Holder shall forward all documents and deposits pertaining to the escrow to the
successor,

3,11 Identification Number, The Company and the Underwriter each represents
and warrants that (a) its Federal tax identification number specified on the signature page of this
Agreement underneath its signatute is correct and is to be used for 1099 tax reporting purposes,
and (b) it is not subject to backup withholding. The Company shall provide the Escrow Holder
with the tax identification number for any person ot entity to whom interest is paid on any of the
Proceeds,

3,12 Term. The term of this Agreement shall commence as of the date and the year
first above written and shall end on the date (the “Term End Date™) which is either (i) the
Companys notification to the Escrow Holder of the termination of the Offering pursuant to

Section 2.1(c) of this Agreement, or (ii) the Final Closing Date; provided, however, that the
Escrow Holder shall perform all necessary actions pursuant to Subsections 2.1(a), (b), (¢) or (_)
hereof in connection with the Proceeds then being held by the Escrow Holdet.

3,13 USA Patriot Act Notice,

(8  To help the government fight the funding of terrorism and money
laundering activities, federal law requires all financial institutions to obtain, venfy, and record
information that identifies each person or entity that opens an account.

(b) WHAT THIS MEANS FOR YOU: when you operi an account, we will
ask the name and address of the entity and other information that will allow us to identify the
business or organization. We may also ask to see identifying documents.
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ARTICLE 4 - GENERAL PROVISIONS

41  Notice. Any notice, request, demand or other communication provided for
hereunder to be given shall be in writing and shall be delivered personally, by certified mail,
return receipt requested, postage prepaid, or by transmission by a telecommunications device,
and shall be effective (a) on the day when personally served, including delivery by overnight
mail and courier service, (b) on the third business day after its deposit in the United States mail,
and (c) on the business day of confirmed transmission by telecommunications device. The
addresses of the parties hereto (until notice of a change thereof is served as provided in this
Section 4.1) shall be as follows;

To the Escrow Holder: To the Company:

Comerica Bank ActivCare at Bressi Ranch, LLC

Special Corporate Financial Services C/o Income Property Group

Two Embarcadero Center, Sunite 300 9619 Chesapeake Drive, Suite 103

San Francisco, California 94111 Attn: W, Major Chance, Chief Executive Officer
Atin: Larry Nelson, Vice President Voice No. 858.565.4424

Voice No, 415.477.3248 Fax No, 858,354,0040

Fax No. 415.477.3240 e~-mail; major@healthcaregrp.com

e-mail: Inelson@comerica.com

To the Underwriter .

Courtlandt Securities Corporation
3991 MacArthur Boulevard, Suite 320
Newport Beach, CA 92660

Attention: Mike Cruz

Voice No. 949.251.6901

Fax. No, 949.251.6911

e-mail; meruz@courtlandtgroup.com

42  Effect of Agreement. This Agreement shall inure to the benefit of, and be binding
upon, the respective successors and assigns of the parties hereto.

43  QGoverning Law. This Agreement shall be governed by and construed in
accordance with the laws of the state of California,

44  Counterparts. This Agreement may be executed in counterparts, each of which
shall be deemed to be an original, but which together shall constifute one and the same
instrument. Delivery of an executed counterpart of this Agreement by facsimile shall be equally
effective as delivery of a manually executed counterpart of this Agreement. Any party
delivering an executed counterpart by facsimile shall also deliver a manually executed
counterpart of this Agreement, but failure to do so shall not affect the validity, enforceability, of

binding effect of this Agreement,
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4,5  Final Agreement, This Agteement is intended by the Escrow Holder,
Underwriter and the Company to be the final, complete, and exclusive expression of the
agreement between them, This Agteement supersedes any and all prior oral or written
agreements relating to the subject matter hereof, and amends and restates in its entirety the
Original Agreement, No modification, rescission, waiver, release, or amendment of any
provision of this Agreement shall be made, except by a written agreement signed by the parties
hereto by a duly authorized officer thereof.

46  Confidentiality,

(a) The Escrow Holder shall keep confidential (and to cause our officers,
directors, employees, agents, and representatives to keep confidential) information provided to us
by the Company or the Underwriter concerning the Company or the Underwriter (the
"Information") in accordance with its procedures applicable to its own information of a similar
nature. At the Company’s or the Underwriter’s request, as applicable, the Escrow Holder shall, -
except as provided below, promptly to return to the Company or the Underwriter, as applicable,
ot destroy, the Information. The Escrow Holder may retain the Information if it acts as Escrow
Holder hereunder or as may be required to be maintained under any applicable state or federal
law,

(b)  The Escrow Holder may disclose Information (i) to such of its officets,
directors, employees, agents and representatives as need to know Information in connection with
our evaluation of the above referenced escrow; (ii) to the extent required by applicable laws or
by any subpoena or similar legal process (and the Escrow Holder will, if not prohibited by law,
give the Company and the Underwriter notice that it has been served with a subpoena, and allow
the Company or the Underwriter, as applicable, to contest at their expense such production if
legally possible) or requested by any bank regulatory authority; (iii) to the extent such
Information (A) becomes publicly available other than as a result of a breach of this Agreement,
(B) becomes available to us on a non-confidential basis from a source other than the Company or
the Underwriter, as applicable, or (C) was available to us on a non-confidential basis prior to its
disclosure to the Escrow Holder by the Company or the Underwriter, as applicable; (iv) to the
extent the Company or Underwriter, as applicable, shall have consented to such disclosure in
writing, The Escrow Holder shall use the Information (except to the extent the conditions
referred to in subclauses “(A), “(B)” and “(C)” of clause “(iil)” above have been met and as
provided in the second to last paragraph of this letter) only to evaluate the proposed escrow
transaction,

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, the parties have caused this Agreement to be duly executed as
of the date and the year first above written.

"COMPANY" Agreed and Accepted,
ActivCare at Bressi Ranch, LLC YESCROW HOLDER"
By Income Property Group Comerica Bank

1ts Manager

W, Major Clhiangs Winnie Chow,
Chief Executive Officer Vice President-
Special Corporate Financial Services

Tax ID No. 45-2636068

“UNDERWRITER”
Courtlandt Securities Corporation

By:
Mike Cruz
President

Tax ID No.
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IN WITNESS WHEREOF, the partles have caused this Agreement to be duly executed as

of the date and the year first above written.

"COMPANY"

ActivCare at Bressi Ranch, LLC
By Income Propetty Group

Its Manager

W, Major C

Chief Exeoutive Officer

Tax ID No. 45-2636068

“UNDERWRITER”
Courtfandt Secinities Corporation

By:

Mike Cruz
President

Tax ID No,
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Agreed and Accepted.
"ESCROW HOLDER"
Comerica Bank

D Lo (s

Winnle Chow,
Vice President-
Special Coxporate Financial Services




ERO——

IN WITNESS WHEREQF, the parties have caused this Agreement to be duly executed as

of the datc and tha year first above written.

*COMPANY™

ActivCare at Bressi Ranch, LLC
By Income Property Group

Its Manager

By:
W. Major Chance
Chief Executive Officer

Tax ID No. 45-2636068
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Agreed and Accepted,
"ESCROW HOLDER"
Comerica Bank

By:
Winnie Chow,
Vice President-
Special Corporate Financial Services




EXHIBIT “A”
TO
ESCROW AGREEMENT

FUNDS TRANSMITTAL LETTER

To: Comerica Bank ' Date: , 201
Special Corporate Financial Services Account No.

Two Embarcadero Center, Suite 300 . Escrow No. 49508-0339SUB
San Francisco, California 94111

Attn: Larry Nelson, Vice President

Gentlemen:
We enclose herewith wire(s) or check(s) to your order or duly endorsed by the

undersigned for $ to cover subscription(s) to stock and/or other
securities of ActivCare at Bressi Ranch, LLC as follows:

Number |[Class of | W| Amount | Amount
Name & Address of Subscriber of Shares |Stock or|/ |of of Money
or Units | Securities | C | Subscripti | Deposited
on
Total: _

You are instructed to hold such proceeds in escrow pursnant to the Escrow Agreement for
the above-referenced escrow.
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This letter is sent to you in duplicate. Please receipt and return one copy for our files and
retain the original.

ActivCare at Bressi Ranch, LLC

By

Authorized Signatory

RECEIVED the above referred to funds, to be held in escrow and held subj'éct to the
Escrow Agreement for the above-referenced escrow, as of , 201,

Comerica Bank

By

Authorized Signatory
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Exhibit (10)(a

(See Attached)
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LAVINE, LOFGREN, MORRIS
& ENGELBERG, LLP

°* v 4180
. . LA JOLLA VILLAGE DRIVE
SUITE 300

LA JOLLA

CALIFORNIA

92037

CERTIFIED
PUBLIC
ACCOUNTANTS

PHONE

{858) 455-1200
FAX

{858} 455-0898
WEB SITE
www.lime.com

An Independent Member of
BKR International

CONSENT OF INDEPENDENT ACCOUNTANTS AND AUDITORS

The Members of
ActivCare at Bressi Ranch, LLC
San Diego, California

Lavine, Lofgren, Morris & Engelberg, LLP consents to the use in the Offering Circular constituting a part
of this Offering Statement on Form 1-A, as it may be amended, of: (i) our independent accountants’
review reports dated September 23, 2011 relating to the financial statements of Bressi Development LLC
as of and for the six months ended June 30, 2011, and the financial statements of R.A.C. Bressi, LP as of
and for the six months ended June 30, 2011, and (ii) our independent auditors’ reports dated
September 23, 2011 relating to the financial statements of Bressi Development LLC as of December 31,
2010, and for the period from inception (May 5, 2010) to December 31, 2010, the financial statements of
R.A.C. Bressi, LP as of December 31, 2010, and for the period from inception (May 25, 2010) to
December 31, 2010, and the financial statements of ActivCare at Bressi Ranch, LLC as of August 31,

2011, and for the period from inception (June 8, 2011) to August 31, 2011.

sz 9%@«, UA i & EMIL

La Jolla, California
November 17, 2011
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Exhibit (10)(b)

(Previously Filed)
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Exhibit (10)(c

(Previously Filed)

{00063165.1 }



Exhibit (11)

(See Attached)
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November 17, 2011
ActivCare at Bressi Ranch, LLC
9619 Chesapeake Drive, Ste. 103
San Diego, CA 92123

Re: Offering Statement on Form 1-A

Ladies and Gentlemen:

We have served as counsel to ActivCare at Bressi Ranch, LLC, a California limited liability company
(the “Company™), in connection with certain matters of California law arising out of the qualification of 5,000 Class
A Units of the Company’s membership interest (the “Units”), to be issued and sold in a public offering. The Units
are covered by the above-referenced Offering Statement and all amendments thereto (the “Offering Statement™),
filed by the Company with the Securities and Exchange Commission (the “Commission”) pursuant to the Securities
Act of 1933, as amended (the “1933 Act”) and Regulation A promulgated thereunder.

In connection with our representation of the Company, and as a basis for the opinion hereinafter set
forth, we have examined originals, or copies certified or otherwise identified to our satisfaction, of the following
documents (hereinafter collectively referred to as the “Documents™):

1. The Articles of Organization of the Company, certified by the Secretary of State of the State of
California;

2. The Amended and Restated Operating Agreement of the Company as filed with the Offering
Statement; and

3. Such other documents and matters as we have deemed necessary or appropriate to express the opinion
set forth below, subject to the assumptions, limitations and qualifications stated herein.

In expressing the opinion set forth below, we have assumed the following:

1. Each individual executing any of the Documents, whether on behalf of such individual or another
person, is legally competent to do so.

2. Each individual executing any of the Documents on behalf of a party (other than the Company) is
duly authorized to do so. '

3. Each of the parties (other than the Company) executing any of the Documents has duly and validly
executed and delivered each of the Documents to which such party is a signatory, and such party’s obligations set
forth therein are legal, valid and binding and are enforceable in accordance with all stated terms.

4. All Documents submitted to us as originals are authentic. The form and content of all Documents
submitted to us as unexecuted drafts do not differ in any respect relevant to this opinion from the form and content
of such Documents as executed and delivered. All Documents submitted to us as certified or photostatic copies
conform to the original documents. All signatures on all such Documents are genuine. All public records reviewed
or relied upon by us or on our behalf are true and complete. All representations, warranties, statements and
information contained in the Documents are true and complete. There has been no oral or written modification of or
amendment to any of the Documents, and there has been no waiver of any provision of any of the Documents, by
action or omission of the parties or otherwise.

Based upon the foregoing, and subject to the assumptions, limitations and qualifications stated herein, it
is our opinion that:

1. The Company is a limited liability company, duly organized and validly existing under and by virtue
of the laws of the State of California.
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2. The Units, when and if issued against payment therefor in accordance with the Offering Statement,
will be legally issued, fully paid and nonassessable.

The foregoing opinion is limited to the substantive laws of the State of California and we do not express
any opinion herein concerning any other law. We express no opinion as to compliance with any federal or state
securities laws, including the securities laws of the State of California. We assume no obligation to supplement this
opinion if any applicable law changes after the date hereof or if we become aware of any fact that might change the
opinion expressed herein after the date hereof.

This opinion is being furnished to you for submission to the Commission as an exhibit to the Offering
Statement.

We hereby consent to the filing of this opinion as an exhibit to the Offering Statement and to the use of
the name of our firm therein.

Very truly yours,
/s/ Kaplan & Frank, PLC
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Exhibit (12)

(Previously filed)
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Exhibit 15(a

(See Attached)
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November 17, 2011

ActivCare at Bressi Ranch, LLC
c¢/o Income Property Group

¢/o Health Care Group

9619 Chesapeake Drive, Suite 103
San Diego, California 92123

ActivCare at Bressi Ranch, LLC
Federal Income Tax Matters

Ladies and Gentlemen:

We have acted as special tax counsel to ActivCare at Bressi Ranch, LLC, a California limited liability
company (the “Company”), in connection with the preparation of an Offering Statement on Form 1-A (the “Offering
Statement”), including an offering circular and all documents incorporated by reference therein (the “Offering
Circular”), filed with the Securities and Exchange Commission (the “SEC”) on July 13, 2011, as amended on
August 19, 2011, as further amended on September 26, 2011, as further amended on October 18, 2011, and as
further amended on November 17, 2011, with respect to the offer and sale of up to 5,000 Class A Units representing
membership interests in the Company. You have asked for our opinion regarding U.S. federal income tax matters.

In giving this opinion letter, we have examined the following:
the Company’s Amended and Restated Operating Agreement, dated as of November 16, 2011;
the Offering Statement, including the Offering Circular;
the Manager’s Certiﬁcate (as defined below); and

Bowo =

such other documents as we have deemed necessary or appropriate for purposes of this opinion.

In connection with the opinions rendered below, we have assumed, with your consent, that:-

1. each of the documents referred to above has genuine signatures, has been duly authorized, executed, and
delivered; is authentic, if an original, or is accurate, if a copy; and has not been amended;

2. during its taxable year ending December 31, 2011, and future taxable years, the Company will operate in a
manner that will make the factual representations contained in a certificate, dated the date hereof and executed
by a the duly appointed manager of the Company (the “Manager’s Certificate™), true for such years;

3. the Company will not make any amendments to its organizational documents after the date of this opinion that
would affect the opinions expressed below; and

4. no action will be taken by the Company after the date hereof that would have the effect of altering the facts
upon which the opinions set forth below are based.

In connection with the opinions rendered below, we also have relied upon the correctness of the factual
representations contained in the Manager’s Certificate. No facts have come to our attention that would cause us to
question the accuracy of the factual representations in the Manager’s Certificate in a material way. Furthermore,
where such factual representations involve terms defined in the Internal Revenue Code of 1986, as amended (the
“Code”™), the Treasury regulations thereunder (the “Regulations™), published rulings of the Internal Revenue Service
(the “Service™), or other relevant authority, we have explained to the individual making such representations the
relevant provisions of the Code, the applicable Regulations, the published rulings of the Service, and other relevant
authority.

Based solely on the documents and assumptions set forth above, the representations set forth in the
Manager’s Certificate, and the factual matters discussed in the Offering Circular under the caption “Material Federal
Income Tax Considerations” (which is incorporated herein by reference), we are of the opinion that:

(6Y) the Company is treated as a partnership for federal income tax purposes; and
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(i) the descriptions of the law and the legal conclusions contained in the Offering Circular under
the caption “Summary of the Offering Circular — Taxation,” “Risk Factors — Tax Risks,” and
“Material Federal Income Tax Consequences” are correct in all material respects.

We will not review on a continuing basis the Company’s compliance with the documents or
assumptions set forth above, or the representations set forth in the Manager’s Certificate. Although we have made
such inquiries and performed such investigations as we have deemed necessary to fulfill our professional
responsibilities as counsel, we have not undertaken an independent investigation of all of the facts referred to in this
letter or the Manager’s Certificate.

The foregoing opinions are based on current provisions of the Code and the Regulations, published
administrative interpretations of any of the foregoing, and published court decisions. The Service has not issued
Regulations or administrative interpretations with respect to various provisions of the Code relating to partnership
taxation. No assurance can be given that the law will not change in a way that could cause the Company to be
taxable as a corporation for U.S. federal income tax purposes.

The foregoing opinions are limited to the U.S. federal income tax matters addressed herein, and no other
opinions are rendered with respect to other U.S. federal tax matters or to any issues arising under the tax laws of any
other country, or any state or locality. We undertake no obligation to update the opinions expressed herein after the
date of this letter. This opinion letter is issued to you, and it speaks only as of the date hereof. Except as described in
the paragraph below, this opinion letter may not be distributed, quoted in whole or in part or otherwise reproduced in
any document, or filed with any governmental agency without our express written consent.

We hereby consent to the filing of this opinion as an exhibit to the Offering Statement. We also consent
to the references to Kaplan & Frank, PLC under the caption “Material Federal Income Tax Consequences” in the
Offering Circular. In giving this consent, we do not admit that we are in the category of persons whose consent is
required by Section 7 of the Securities Act of 1933, as amended, or the rules and regulations promulgated thereunder
by the SEC.

Very Truly Yours,
/s/ Kaplan & Frank, PLC
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Exhibit 15

(Previously Filed)
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Exhibit 15(c

(Previously Filed)
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