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UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

ADMINISTRATIVE PROCEEDING
File No. 3-16182

In the Matter of

BRIEF IN SUPPORT OF MOTION FOR

PAUL EDWARD “ED" LLOYD, JR., CPA SUMMARY DISPOSITION

Respondent.

Pursuant Securities Exchange Commission Rule 154, Paul Edward “Ed” Lioyd,
Jr., CPA respectfully submits this brief in support of his Motion for Summary Disposition

in this action.

I STATEMENT OF FACTS

Paul Edward “Ed” Lloyd, Jr. (“Ed Lloyd” or “Mr. Lloyd”) is a certified public
accountant. He owns and operates Ed Lloyd & Associates, PLLC where he offers tax
planning and preparation services.

Before 2011, Mr. Lloyd learned of the conservation easement tax planning
technique at a seminar. He was told he could contact Nancy Zak with The Strategic
Financial Alliance, Inc. (*SFA”) to obtain a better understanding of the process. After
speaking with Ms. Zak, Mr. Lloyd first began to offer the conservation easement to his

clients in 2011, and then he did so again in 2012."

' From 2006 through 2013 legislation allowed a taxpayer a deduction of up to 50% of adjusted gross
income for qualified conservation easements. That special provision has now expired and the deduction
for a donation of a conservation easement is now limited to 30% of AGI, as with other charitable
donations. See generally 26 U.S.C. § 170(h).



Typically, Ms. Zak notified Mr. Lloyd when a conservation easement opportunity
became available, and he then explained the process to interested clients. He
described the total amount that must be contributed by each participant, his fee for
performing the service, and the net tax benefit for each client.

In 2011, a conservation easement opportunity was presented by Maple
Equestrian, LLC (“ME"). A Summary prepared by ME and dated December 15, 2011
said that the LLC was offering common units of membership interest in the company at
an offering price of $18,874 per unit. The minimum subscription per participant was
three common units, requiring a minimum investment of $56,622. The offering was
made for the purpose of redeeming at least 80% of the issued and outstanding common
units held by the members of the LLC who originally contributed the company’s principal
asset, approximately 409.9 acres of contiguous, unimproved real estate located in
DeKalb County, Alabama, in exchange for their membership interests, with the intent of
donating a conservation easement.

Mr. Lioyd created Forest Conservation 2011, LLC, a Wyoming limited liability
company, to be the conduit between his clients and ME for the conservation easement
deduction. Due to the late date, it was not feasible to open a separate checking
account for Forest Conservation 2011, LLC, so participants made their checks payable
to Ed Lloyd & Associates, PLLC, though separate accounting was done for Forest
Conservation 2011. The Forest Conservation participation in the 2011 ME transaction
was for a total of $377,480.00, net of fees, from a total of 11 members, including Mr.
Lioyd who contributed $30,000. Mr. Lloyd wired $337,480 from the Ed Lloyd &

Associates, PLLC bank account to ME on December 28, 2011, a copy of which is



attached as Exhibit 1, and Forest Conservation 2011, LLC purchased 20 units in ME.
ME donated a conservation easement to a qualifying land trust. Forest Conservation
2011, LLC received a Schedule K-1 for its portion of the contribution easement
deduction, and Mr. Lloyd (on behalf of the LLC) issued individual K-1's to all 11
participants indicating their respective percentages of the deduction. (See K-1's of FC
2011 Participants attached as Exhibit 2.) The participants received tax benefits equal to
four times their cash contribution.

In 2012, a conservation easement opportunity was presented by Piney
Cumberiand Holdings, LLC ("PCH"). A Summary prepared for PCH, dated October 15,
2012, said that the LLC was offering common units of membership interest in the
company at an offering price of $2,384 per unit. The minimum subscription per
participant was 20 common units, requiring a minimum investment of $47,680. The
offering was made for the purpose of acquiring units of ownership interest in Piney
Cumberland Resources, LLC (“PCR”) which had as its principal asset approximately
439.86 acres of unimproved real estate located in Van Buren County, Tennessee, all for
the purpose of donating a conservation easement.

Mr. Lloyd created Forest Conservation 2012, LLC, a Wyoming limited liability
company, to group his clients’ contributions, so that their contribution amount would be
in accordance with their tax needs (which might be greater than or less than the unit
amount). Additionally, by creating the LLC, each participant was able to deduct the fee
paid to Mr. Lloyd for his services. Forest Conservation 2012, LLC amassed
$543,552.00, net of fees, from a total of 18 members, including Mr. Lloyd who

contributed $16,802.00. Mr. Lloyd wired $543,552.00 from the Forest Conservation



2012, LLC bank account to PCH on December 7, 2012, a copy of which is attached as
Exhibit 3, and Forest Conservation 2012, LLC purchased 228 units in PCH. PCH then
purchased membership interests in PCR, the entity that owned the real estate. PCR
donated a conservation easement to a qualifying land trust. Forest Conservation 2012,
LLC received a Schedule K-1 for its portion of the contribution easement deduction, and
Mr. Lloyd (on behalf of the LLC) issued individual K-1's to all 18 participants indicating
their respective percentages of the deduction. (See K-1's of FC 2012 Participants
attached as Exhibit 4.) The participants received tax benefits equal to four times their
cash contribution.

The Operating Agreement for Forest Conservation 2012, LLC was drafted by Mr.
Lloyd, without the assistance of counsel. It defined a “member” to be “each person
designated as a member of the Company on Schedule | hereto or any other persons
admitted as a member of the Company in accordance with this agreement or the Act.”
Attached to the Operating Agreement was a Schedule | which listed the members of the
LLC and their respective ownership percentages. Three of the participants in the Forest
Conservation 2012, LLC transaction with PCH were not listed on the original Schedule I
Chris Brown, James Carson, and Mike Malloy, however, all were admitted as members
by the organizer, Mr. Lloyd, and no writing was required to do this. All 18 members of
Forest Conservation 2012, LLC have now signed an amendment to the Operating
Agreement, a copy of which is attached as Exhibit 5, confirming that the December 7,
2012 version of Schedule | attached to the Operating Agreement had a scrivener’s error

and, most importantly, ratifying all actions of Ed Lloyd.
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In 2012, another conservation easement opportunity was presented by Meadow
Creek Holdings, LLC ("MCH”). A Summary prepared for MCH and dated November 8,
2012 stated that the LLC was offering common units of membership interest in the
company at an offering price of $2,737 per unit. The minimum subscription per
participant was 20 common units, requiring a minimum investment of $54,740. The
offering was made for the purpose of acquiring units of ownership interest in Meadow
Creek Investments, LLC (*MCI”), which had as its principal asset approximately 466.49
acres of unimproved real estate located in Van Buren County and Bledsoe County,
Tennessee, all for the purpose of donating a conservation easement.

Mr. Lloyd created Forest Conservation 2012 1l, LLC, a Wyoming limited liability
company, to group his clients’ contributions, again, so their contribution could more
closely match their tax needs rather than the unit amount. Schedule | attached to the
Operating Agreement for the LLC listed six members. Each participant was again able
to deduct the fee paid to Mr. Lloyd for his services, thanks to the usage of the LLC
structure. Forest Conservation 2012 I, LLC amassed $164,220, net of fees, from the
six participants. Mr. Lloyd wired $164,220.00 from the Forest Conservation 2012 1l,
LLC bank account to MCH on December 26, 2012, a copy of which is attached as
Exhibit 6, and, Forest Conservation 2012 II, LLC purchased 60 units in MCH. MCH
then purchased membership interests in MCI, the entity that owned the real estate. MCI
donated the conservation easement to a qualifying land trust. Forest Conservation
2012 11, LLC received a Schedule K-1 for its portion of the contribution easement
deduction, and Mr. Lloyd (on behalf of the LLC) issued individual K-1's to all six

participants indicating their respective percentages of the deduction. (See K-1’s of 2012

11



Il Participants attached as Exhibit 7.) The participants received tax benefits equal to

four times their cash contribution.

Based on the actions outlined above during the 2012 PCH transaction, the

Securities and Exchange Commission (“SEC”) filed the present action against Ed Lloyd

alleging violations of Section 17(a) of the Securities Act of 1933 (“Securities Act”);

Sections 10(b) and 15(a) of the Securities Exchange Act of 1934 (“Exchange Act”); Rule

10b-5 thereunder; and Sections 206(1), (2), and (4) of the Investment Advisers Act and

Rule 206(4)-8 thereunder.

. STATEMENT OF QUESTIONS PRESENTED

A.

Whether the transactions at issue involve the purchase or sale of a
security under § 2(a)(1) of the Securities Act of 1933.

Whether there is sufficient evidence of scienter or of a material
misstatement, misrepresentation, or omission to support a substantive
violation of Section 17(a) of the Securities Act of 1933.

Whether there is sufficient evidence of a material misstatement,
misrepresentation, or omission or of scienter to support a substantive
violation of Sections 10(b) and 15(a) of the Securities and Exchange Act
of 1934 or Rule 10b-5.

Whether there is sufficient evidence of a device, scheme, or artifice to
defraud or of a misrepresentation or knowingly false statements to support
a substantive violation of Sections 206(1), (2), or (4) or Rule 206(4)-8 of

the Investment Advisers Act of 1940.

12



. ARGUMENT

A.

THE TRANSACTIONS AT ISSUE DO NOT INVOLVE THE PURCHASE
OR SALE OF A SECURITY UNDER SECTION 2(A)(1) OF THE
SECURITIES ACT OF 1933, AND THEREFORE, THE SEC LACKS
JURISDICTION OVER THE TRANSACTIONS AND ANY CONDUCT IN
CONNECTION THEREWITH.

The transactions at issue do not involve the purchase or sale of a security under

Section 2(a)(1) of the Securities Act, 15 U.S.C. §77b(a)(1), and therefore the SEC lacks

jurisdiction over the transactions, or of conduct in connection therewith.

While the SEC has “an arsenal of flexible enforcement powers” for violations that

occur during the purchase or sale of a security, Ernst & Ernst v. Hochfelder, 425 U.S.

185, 194-95, 96 S.Ct. 1375, 1381-82 (1976), the key element that must be present for

the SEC to have jurisdiction to take action with respect to a violation is the purchase or

sale of a security; without a security, quite obviously, the SEC has no power.

The Securities Act of 1933 defines a security as:

any note, stock, treasure stock, bond, debenture, evidence
of indebtedness, certificate of interest or participation in any
profit-sharing agreement, collateral-trust certificate,
preorganization certificate or subscription, transferable
share, investment contract, voting-trust certificate, certificate
of deposit for a security, fractional undivided interest in oil,
gas, or other mineral rights, or, in general, any interest or
instrument commonly known as a ‘security,” or any certificate
of interest or participation in, temporary or interim certificate
for, receipt for, guarantee of, or warrant or right to subscribe
to or purchase, any of the foregoing.

15 U.S.C. §77b(a)(1). Of the different types of securities listed in the Securities Act, the

2012 PCH fransaction in question most resembles that of an investment contract. An

investment contract is a “scheme [that] involves an investment of money in a common

13



enterprise with profits to come solely from the efforts of others.” SEC v. W.J. Howey
Co., 328 U.S. 293, 301, 66 S.Ct. 1100, 1104 (1946).

In United Housing Foundation, Inc. v. Forman, 421 U.S. 837, 852, 95 S.Ct. 2051,
2060 (1975), the Supreme Court relaxed the requirement that profits be derived “solely”
from the efforts of others and instead stated that profits should be “derived from the
entrepreneurial or managerial efforts of others.” The United Housing opinion also stated
that “profits” as interpreted by the Supreme Court has been found to be, for example,
“capital appreciation resulting from the development of the initial investment . . . or a
participation in earnings resulting from the use of investors’ funds.” I/d. Put simply,
profits are income; one must make money in some form in order to obtain a profit.

Thus, in a true investment contract, “the investor is attracted solely by the prospects of a
return on his investment.” /d. at 852, 95 S.Ct. at 2060.

In United Housing, individuals purchased shares of stock in a state subsidized
and supervised nonprofit housing cooperative in order to lease an apartment. When
monthly rental charges increased substantially, the residents alleged violations of the
antifraud provisions of the Securities Act and the Exchange Act (“Securities Acts”). The
plaintiffs argued that the portion of the monthly rent that was attributable to the interest
on the mortgage was deductible and that, in and of itself, was a profit, turning the
transaction into an investment contract.

The court first noted that they must “examine the substance — the economic
realities of the transaction — rather than the names that may have been employed by the
parties.” /d. at 851-52, 95 S.Ct. at 2060. “Each case must be evaluated on its own

facts to determine if the transaction, though within the letter of the statute, is not within

14



its spirit nor the intent of the lawmakers.” King v. Winkler, 673 F.2d 342, 346 (1982). In
other words, just because the seller advertises the sale of “stock,” does not necessarily
mean it is “stock” for purposes of the Securities Acts. Thus, even though Mr. Lioyd may
have used the term “security” when circulating the questionnaire for determining
whether the participants were accredited investors, and even though the offering
indicated “securities” were being sold, that does not mean the membership units were a
security within the meaning of the Securities Acts.

The United Housing court determined that there is “no basis in law for the view
that the payment of interest, with its consequent deductibility for tax purposes,
constitutes income or profits” and that “[tlhese tax benefits are nothing more than that
which is available to any homeowner who pays interest on his mortgage.” /d. at 855, 95
S.Ct. at 2062. The court further explained that no expectation of profit accompanied the
shares of stock. The investors “were attracted solely by the prospect of acquiring a
place to live, and not by financial returns on their investments.” /d. at 852, 95 S. Ct. at
2060. Thus, neither a residence nor a tax deduction is a “profit’ so as to turn the vehicle
for obtaining the deduction into a security.

The United Housing opinion on tax deductions as profits was also applied in
Randall v. Loftsgaarden, 478 U.S. 647, 106 S. Ct. 3143 (1986). In Randall, plaintiffs
recovered the amount of consideration paid for limited partnership units as a result of
harm caused by misleading statements contained in the prospectus. Defendants
argued that the recovery should be offset by the tax benefits received by plaintiffs as a

result of their investments.
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The Randall court stated that “[u]nlike payments in cash or property received by
virtue of ownership of a security . . . the ‘receipt’ of tax deductions or credits is not itself
a taxable event, for the investor has received no money or other ‘income’ within the
meaning of the Internal Revenue Code.” /d. at 657, 106 S. Ct. 3149. Citing the United
Housing case as analogous, the Randall court held that the tax deductions plaintiffs
were entitled to take because of their partnership interests did not “constitute income or
profits.” Id. at 657, 106 S. Ct. at 3150. Likewise, citing both United Housing and
Randall the court in Newmyer v. Philatelic Leasing, Ltd., 888 F.2d 385, 394 (1989)
stated: “We agree that there cannot be an investment contract without some hope of
profits produced by the efforts of others, and we agree also that tax benefits alone
cannot satisfy the profit requirement.”

A tax benefit does not constitute a profit. United Housing, Randall and Newmyer
indicate that the purchase of membership interests in an LLC for the purpose of
obtaining a charitable tax deduction does not qualify as a security because there was no
expectation of profits. The transaction at issue must at least provide the expectation of
an effect on the individual's income. The only benefit received by the participants in the
2012 PCH transaction was a charitable tax deduction, which is not a “profit.” There
were no dividends, and there was no appreciation in value of the participants’
membership interests. The participants did not make any money, and most importantly,
they did not expect to do so. (See Affidavits of Participants attached as Exhibit 8.)
Consequently, the profit expectation element required for an investment contract is not

met.

16



In determining whether a security exists, the court will also look to both the terms
of the offering and the participants’ subjective intent in entering into the transaction. In
Teague v. Bakker, 139 F.3d 892 (1998), plaintiffs assigned error to a jury instruction that
stated that “[i]f the investors were attracted primarily by the prospect of acquiring use
and not [by] financial returns on their investment there is no security” after the jury
determined that the real estate interest at issue was not a security.

The court first stated that the “subjective intention of a given purchaser cannot
control whether something is a ‘security,” else some might have purchased securities
while others did not. The proper focuses of the inquiry are on the transaction itself and
the manner in which it is offered.” Id. However, the court then went on to say that “the
subjective feeling of the vast majority of purchasers is very likely the feeling the seller
objectively intended to produce.” /d. The court held that the jury instruction was
sufficient because it informed the jury that “it was to determine whether consumption or
investment was the dominant theme of the transaction.” Id. Essentially, the court
looked at the economic reality of the transaction, not necessarily what either party
thought. In this case, the affidavits of the “vast majority” of purchasers negate any
investment intent.

Similarly, in Rice v. Branigar Organization, Inc., 922 F.2d 788 (1991), the court
examined the economic reality behind the purchase of lots in a housing development
and non-equity memberships in a country club. The court noted that people buy lots in
a development “primarily to use them, not to derive profits from the entrepreneurial

efforts of the developers.” /d. at 790-91. Likewise, memberships in country clubs are

17



purchased to use the club’s facilities. Again, the court looked at the end result to
determine the reasoning for the purchase.

The economic reality of the 2011 and 2012 transactions is that they were simply
a vehicle for obtaining a charitable tax deduction. Both the sellers of the membership
units and the participants viewed the transaction as an opportunity to donate a
conservation easement for tax purposes. At no time did anyone involved in the
transaction contemplate a pecuniary return on their contribution created by the
managerial efforts of another. (See Participants’ Aff. Ex. 8.)

Moreover, just because the PCH offering indicated “securities” were being sold,
does not a security make; one may call an apple a television, but that does not mean it
is truly a television. Much like in United Housing, simply calling the interest being sold
stock or a security does not mean it is a security for the purposes of the Securities Acts;
the court must look at the economic reality of the transaction and determine whether it
was in fact a security. In any event, Mr. Lloyd did not offer investment in PCH, MCH, or
ME. He offered only membership interests in the three Forest Conservation entities,
which clearly were sold (and purchased) only to obtain a one-time tax deduction.

Here, because of the lack of profits, both expected and realized, and the
economic reality of the 2011 and 2012 transactions, the elements of an investment
contract are not met, and therefore, they did not involve the purchase or sale of a
security. The SEC does not have jurisdiction over the transactions themselves or over
Mr. Lloyd’s conduct in connection therewith, and the respondent’s motion should be

granted.
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B. THERE IS NO EVIDENCE TO SUPPORT A SUBSTANTIVE VIOLATION
OF SECTION 17(A) OF THE SECURITIES ACT OF 1933.

First, as discussed in the jurisdictional argument, the transactions at issue do not
involve the purchase or sale of a security and therefore cannot be a violation of the
Securities Act.  The Enforcement Division alleges a violation of sections 17(a), 10(b),
and 206 in connection with the Forest Conservation 2012 transaction. The essence of
the Enforcement Division’s claim is that because three participants were not listed on a
Schedule in December 2012 due to a Scrivener’s error, they did not receive what they
paid for: a membership interest and a tax deduction. The other members did not
receive what they were promised because they should have received larger percentage
interests, which were diminished by the percentage interests that the Division alleges
were not given to the three members, but which in fact were. The Division selectively
and incorrectly reads the facts and is flatly wrong as a matter of Wyoming LLC law. In
any event, even if there were a “security” involved, there is no evidence of a substantive
violation.

Section 17(a) of the Securities Act of 1933 (“Securities Act”), 15 U.S.C. § 77q
makes it unlawful for any person:

[IIn the offer or sale of any securities . . . (1) to employ any
device, scheme, or artifice to defraud, or (2) to obtain money
or property by means of any untrue statement of a material
fact of any omission to state a material fact necessary in
order to make the statements made, in light of the
circumstances under which they were made, not misleading;
or (3) to engage in any transaction, practice, or course of

business which operates or would operate as a fraud or
deceit upon the purchaser.

19



“To show a violation of 17(a)(1), the SEC must prove (1) a material misrepresentation
or materially misleading omission, (2) in the offer or sale of a security, (3) made with
scienter.” SEC. v. Morgan Keegan & Co., Inc., 678 F.3d 1233, 1244 (11th Cir. 2012).
To show a violation of § 17(a)(2) or 17(a)(3), “the SEC must show (1) a material
misrepresentation or materially misleading omission, (2) in the offer or sale of a security,
(3) made with negligence.” /d.

A misrepresentation, misstatement, or omission is considered “material if there is
a substantial likelihood that a reasonable investor would consider the true or complete
information important in making an investment decision.” SEC v. ABS Manager, LLC,

13CV319-GPC BGS, 2014 WL 2605476, *7 (S.D. Cal. June 11, 2014).

1. There is no evidence that Mr. Lloyd acted with scienter with

respect to the 2012 transaction and thus no support for a
violation of Section 17(a)(1).

Scienter has been defined by the Supreme Court as “a mental state embracing
intent to deceive, manipulate, or defraud.” Emnst & Ernst v. Hochfelder, 425 U.S. 185,
193, 96 S. Ct. 1375, 1381 (1976). Scienter is “an issue for the factfinder to infer from all
the evidence in the case.” Sec. & Exch. Comm’n v. Nat'l Executive Planners, Ltd., 503
F. Supp. 1066, 1072 (M.D.N.C. 1980). The Supreme Court has noted that
“circumstantial evidence can be more than sufficient” in proving scienter. Herman &
MacLean v. Huddleston, 459 U.S. 375, 391, fn. 30, 103 S. Ct. 683, 692 (1983).

In addition to showing a material misrepresentation or omission, the Enforcement
Division must also show that Mr. Lloyd had the intent to deceive, manipulate, or defraud
the participants in the 2012 PCH transaction in order to prove he had the requisite

scienter necessary to support a violation of § 17(a)(1).
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The Enforcement Division argues that Mr. Brown, Mr. Carson, and Mr. Malloy
were not members of Forest Conservation 2012, LLC because their names were not
listed on Schedule | attached to the Operating Agreement. (See ] 50 of Order
Instituting Proceedings.) Consequently, the Enforcement Division believes these three
participants were not qualified to receive their portion of the conservation easement
deduction, and therefore they did not receive what they were promised. Simply put, the
enforcement division is wrong as a matter of Wyoming law. (See Report of Tom Long,
Esq. attached as Exhibit 9.)

The Operating Agreement for Forest Conservation 2012, LLC defines a
“member” as “each person designated as a member of the Company on Schedule |
hereto or any other persons admitted as a member of the Company in accordance with
this agreement or the Act’ (emphasis added). The Wyoming Limited Liability Company
Act states that “(b) If a limited liability company is to have more than one (1) member . .
. those persons become members as agreed by them. The organizer acts on behalf of
the persons in forming the company . . . .” Wyo. Stat. Ann. § 17-29-401 (2010)
(emphasis added). Moreover, the operating agreement for the LLC may be oral or
implied. Wyo. Stat. Ann. § 17-29-102(xiv) (2010). It is not required to be written.

The failure to include the three participants at issue on Schedule | was simply a
clerical error. The bank records clearly show that all of the money from all 18
participants was deposited and then sent to Piney Cumberland Holdings, LLC via wire
transfer on December 7, 2012. (See Ex. 3.) Each of the participants, (including the
three not listed), received a Schedule K-1 with their individual share of the contribution

easement deduction, and the percentages on the K-1's were correct.
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Mr. Lloyd was authorized to act on behalf of all members of the LLC as its
organizer and sole member, originally. Theoretically, he could have stated out loud to
an empty room that he was admitting the additional 17 participants as members of the
LLC and still have fallen within the confines of the Wyoming Limited Liability Company
Act. There was no requirement that the Operating Agreement or any amendments
thereto be in writing. All persons were made members in full compliance with Wyoming
law.

There is no evidence of any intentional deceit or fraud on Mr. Lloyd’s part. ltis
clear that each of the participants in the 2012 PCH transaction received the exact
benefit they intended to receive. Had Mr. Lloyd not issued K-1’s to them or had Mr.
Lloyd’s share of the contribution easement been increased by using the money of the
three participants at issue for his benefit, then there might be evidence of intent to
deceive or defraud. However, neither of these scenarios occurred.

Moreover, even if a writing were required, which it clearly is not, all 18 members
of Forest Conservation 2012, LLC signed an amendment to the Operating Agreement
indicating that the failure to list the three members on Schedule | was a scrivener's error
and ratifying all actions to date. (See Ex. 5.) The members have “agreed” that all 18
participants are in fact members of the LLC. Thus, there was no material
misrepresentation or omission made by Mr. Lloyd, and there is no evidence in the
record to support a finding of scienter. Each of the participants was indeed a member
of the LLC and received the exact benefit he or she intended to receive. Therefore, §
17(a)(1) was not violated during the 2012 PCH transaction, and the respondent’s motion

should be granted as to this issue.
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2. There is no evidence of any material misstatement or omission
with respect to the 2012 transaction and thus no support for a
violation of Section 17(a)(2) or (3).

To show a violation of §§ 17(a)(2) or 17(a)(3), the Enforcement Division must
show that a material misstatement or omission was made negligently. As discussed
above, there was no misstatement or omission; there was merely a clerical error in
listing the names on Schedule I. The three participants at issue were members of
Forest Conservation 2012, LLC as a result of their inclusion by Mr. Lloyd as organizer,
and their omission from the December 7, 2012 schedule is of no legal consequence.
This is further evidenced by the amended Operating Agreement. Consequently, there
was no misstatement or omission, negligently or otherwise, and thus no violation of §§
17(a)(2) or 17(a)(3), and the respondent’'s motion should be granted as to this issue.
(See Long Report Ex. 9; Ex. 5.)

3. There is no evidence of any material misstatement,
misrepresentation, or omission with respect to the 2011 and

2012 Il transactions and thus no support for a violation of
Section 17(a).

Last, there is no evidence to support a violation of §§ 17(a)(1), (2), or (3) for the
2011 or 2012 |l transactions. There were no misstatements, misrepresentations, or
omissions during either of these transactions, either purposefully or negligently. Each of
the participants received the intended tax benefit, without issue. Therefore, the
respondent’s motion should be granted as to these issues as well. It is not clear that

the Enforcement Division even alleges a violation with respect to these transactions.
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C.

THERE IS NO EVIDENCE TO SUPPORT A SUBSTANTIVE VIOLATION
OF SECTIONS 10(B) AND 15(A) OF THE SECURITIES AND

EXCHANGE ACT OF 1934 OR RULE 10B-5.

First, as discussed in the jurisdictional argument, the transactions at issue do not

involve the purchase or sale of a security and therefore cannot be a violation of the

Exchange Act. Even if there were a “security” involved, there is no evidence of a

substantive violation

Section 10(b) of the Securities Exchange Act of 1934 (“Exchange Act’) makes it

unlawful;

[Flor any person . . . (b) To use or employ, in connection with
the purchase or sale of any security registered on a national
securities exchange or any security not so registered . . . any
manipulative or deceptive device or contrivance in
contravention of such rules and regulations as the
Commission may prescribe as necessary or appropriate in
the public interest or for the protection of investors.

15 U.S.C. § 78j (2010). Using its rulemaking power under this section, the SEC

promulgated Rule 10b-5, which provides:

It shall be unlawful for any person . . . (a) To employ any
device, scheme, or artifice to defraud, (b) To make any
untrue statement of a material fact or to omit to state a
material fact necessary in order to make the statements
made, in the light of the circumstances under which they
were made, not misleading, or (c) To engage in any act,
practice, or course of business which operates or would
operate as a fraud or deceit upon any person, in connection
with the purchase or sale of any security.

17 C.F.R. § 240.10b-5 (2014).
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1. There is no evidence of a misrepresentation or omission or
that Mr. Lloyd acted with scienter with respect to the 2012
transaction and thus no support for a violation of Section 10(b)
or Rule 10b-5.

To prove a violation of § 10(b) or Rule 10b-5,the Enforcement Division must
show (1) a material misrepresentation or materially misleading omission, (2) in
connection with the purchase or sale of a security, (3) made with scienter. Morgan
Keegan & Co., Inc., 678 F.3d at 1244.

As discussed above, there was no misrepresentation or omission; there was
merely a clerical error in listing the names on Schedule I. The three participants at
issue were members of Forest Conservation 2012, LLC as a result of their inclusion by
Mr. Lloyd as organizer. This is further evidenced by the amended Operating
Agreement. (See, e.g., Ex. 5; Long Report Ex. 9.)

Additionally, again, there is no evidence of scienter. The Enforcement Division
must be able to prove an intent to deceive or defraud the three participants at issue, and
there is no evidence, either direct or circumstantial, of such an intent. The failure to
include the participants on Schedule | was a clerical error and entirely inadvertent.
There is no evidence to support an argument that those three participants were
intentionally defrauded. Given that there can be no violation of § 10(b) or Rule 10b-5
without scienter, this allegation fails, and the respondent’s motion should be granted as

to these issues.

25



2. There is no evidence of any material misrepresentation or
omission with respect to the 2011 and 2012 |l transactions and
thus no support for a violation of Section 10(b) or Rule 10b-5.

There is no indication that any intentional misrepresentations or knowingly false
statements were made during either of these transactions. Again, each participant
received the intended tax benefit without issue. Thus, there is no evidence to support a
violation of § 10(b) or Rule 10b-5 for the 2011 or 2012 |l transactions, and the
respondent’s motion should be granted as to these issues. It is not clear that the
Enforcement Division even alleges a violation with respect to Forest Conservation 2011
or Forest Conservation 2012 II.

D. THERE IS NO EVIDENCE TO SUPPORT A SUBSTANTIVE VIOLATION

OF SECTIONS 206(1), (2), OR (4) OR RULE 206(4)-8 OF THE
INVESTMENT ADVISERS ACT OF 1940.

Sections 206(1), (2), and (4) of the Investment Advisers Act of 1940 provide that
it is unlawful:

[Flor any investment adviser . . . (1) to employ any device,
scheme, or artifice to defraud any client or prospective client;
(2) to engage in any transaction, practice, or course of
business which operates as a fraud or deceit upon any client
or prospective client . . . (4) to engage in any act, practice, or

course of business which is fraudulent, deceptive, or
manipulative.

15 U.S.C. § 80b-6 (2014). Rule 206(4)-8 prohibits the same behavior as Section 206(4)

for transactions involving pooled investment vehicles.

Scienter is required to find a violation of Section 206(1). Steadman v. SEC, 603
F.2d 1126, 1134 (5th Cir. 1979) aff'd sub nom. Steadman v. SEC, 450 U.S. 91, 101 S.
Ct. 999, 67 L. Ed. 2d 69 (1981). However, scienter is not required in for a violation of

Section 206(2). SEC v. Capital Gains Research Bureau, Inc., 375 U.S. 180, 195, 84
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S.Ct. 275, 284 (1963). Likewise, scienter is not required for a violation of Section
206(4) or Rule 206(4)-8. SEC v. Steadman, 967 F.2d 636, 647 (D.C.Cir.1992).
1. There is no evidence of a device, scheme, or artifice to defraud

or that Mr. Lloyd acted with scienter with respect to the 2012
transaction and thus no support for a violation of § 206(1).

As discussed in the jurisdictional argument, the transactions at issue do not
involve the purchase or sale of a security and therefore cannot be a violation of the
Investment Advisors Act. The Enforcement Division cannot establish a violation of §
206(1) because there is no evidence of a device, scheme, or artifice to defraud the
participants or scienter.

There are no facts that point to a misrepresentation made by Mr. Lloyd or any
knowingly false statements. The failure to include the three participants on Schedule |
was inadvertent, not intentional, and there is no evidence to the contrary. Thus, there
was no purposeful guise used to defraud the clients, and there is no violation of §
206(1) for the 2012 PCH transaction, and the respondent’s motion should be granted as
to this issue.

2. There is no evidence of any fraud, deceit, or manipulation with

respect to the 2012 transaction and thus no support for a
violation of Sections 206(2) or (4) or Rule 206(4)-8.

The alleged violations of §§ 206(2) and (4) and Rule 206(4)-8 for the 2012 PCH
transaction also fail for the same reason as the alleged violations of §§ 17(a)(2) or
17(a)(3). There is no fraud, deceit, or manipulation because each member received
their intended tax benefit, and they were entitled to do so because they were members

of the LLC, as evidenced by their inclusion by Mr. Lloyd as organizer, and by the
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amended Operating Agreement. Thus, the respondent’s motion should be granted as
to this issue.
3. There is no evidence of any misrepresentation or knowingly
false statements with respect to the 2011 and 2012 i
transactions and thus no support for a violation of Sections
206(1), (2), or (4).
Finally, there is no evidence to support a claim under §§ 206(1), (2), or (4) for the
2011 or 2012 |l transactions. Again, there is no indication that any misrepresentations
or knowingly false statements were made, either purposely or negligently, during either
of these transactions. Each participant received the intended tax benefit. Therefore,

the respondent’s motion should be granted as to this issue.

IV. CONCLUSION

For the reasons set forth above, the respondent respectfully requests that:

1. All claims be dismissed because the Commission lacks jurisdiction
because the Forest Conservation 2011, Forest Conservation 2012,
and Forest Conservation 2012 |l transactions do not involve the
sale of a security.

2. Alternatively, that all claims under Sections 17(a), 10(b), and 206
be dismissed for lack of any evidence of misrepresentation or
scienter in any of the involved transactions.

This the _{;é_ day of January, 2015. B ﬂ,;,J/;
/—/‘,)«»’/’w qﬂ';:c,.,/“’y/giﬁ ’
Fred 81’16? K. Sharpless
Attorney for Respondent
OF COUNSEL:

SHARPLESS & STAVOLA, P.A.
Post Office Box 22106
Greensboro, North Carolina 27420
Telephone: (336) 333-6384
fks@sharpless-stavola.com
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CERTIFICATE OF COMPLIANCE

The signature of respondent’s attorney below certifies that, in compliance with
the requirements of Securities Exchange Commission Rule 154(c), the word count for
the BRIEF IN SUPPORT OF MOTION FOR SUMMARY DISPOSITION together with
the MOTION FOR SUMMARY DISPOSITION filed with the Securities and Exchange
Commission on January 16, 2015, contains a total of 6,324 words, as reported by the

word processing program used to prepare the respondent’s brief and motion.

This the /6 day of January, 2015.
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Frederick K. Sharpless
Attorney for Respondent

OF COUNSEL:

SHARPLESS & STAVOLA, P.A.
Post Office Box 22106
Greensboro, North Carolina 27420
Telephone: (336) 333-6384
fks@sharpless-stavola.com
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BB&T Wire Transfer Operations

7200 6055621 100-99-05-10

ED LLOYD & ASSOCIATES PLLC

8045 CORPORATE CENTER DR STE 100
CHARLOTTE NC 28226-4551

We have completed this wire transfer request. Your BB&T account
has been debited for the net amount shown below,

(A A AR R R AR R R AR AR R AR AR AR A A R R R R R A R R R A R R R R R A R IR R R R A E R

TRN DATE 20111228 TRN NUM 00002868
AMOUNT 377,480.00 ACCOUNT # DDA - 0005211346622
REFERENCE #
DATE 1272872011
TIKE 08:35:58
ORIGINATOR ED LLOYD & ASSOCIATES PLLC
8045 CORPORATE CENTER DR STE 100
CHARLOTTE NC 28226-4551
BENEFICIARY BANK OAKWORTH CAPITAL BANK
BENEFICIARY BANK #
BENEFICIARY NAME FFC HMAPLE EQUESTRIAN LLC
BENEFICIARY ACCOUNT 1021807
ORIGINATOR TO BENE INFO FFC MAPLE EQUESTRIAN LLC OCB WEAL

TH HMGMT AS ESCROW AGENT
ACCT #20008833

ORIGINATING BANK INFORMATION

2R A R R R R R R R R R R R R R R A A A R R R R R A R R A R A S A R AR A R A AR AR R AR AR ARl AR SRR AR ARl

Thank you for banking with BB&T. Please contact your local BB&T
financial center or call 1-800-BANK BBT (1-800-226-5228) for
questions regarding this wire transfer.

BB&T, Member FDIC.
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’ 3 J ' l'
> h' ) {6
% Tax basis D GAAP D Section 704{b) book ‘f‘r)
Other (explain) ’.5'
(18

D Yes EC] No

8 Dut the parinor contnbute property with a buill-ih gain of loss?

1f*Yes,” allach statemeni {seo instruclions)

For Paperwork Reduction Act Notice, see Instructions for Form 1088,

DAA

Schedule K1 {Form 1086) 2011
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Partner# 6
Schedule K-1
{Form 1065)

2011

e e e

T ks

D' ‘Amendat Kvi

b51L13

‘OME No. 1545-0099

Dopartmont of the Traaoury ‘For calondar year 2014, or tax ki Ordinary butlnest income {loss] 15 | Cradis
Internal Revonus Sorviza . : . - ‘ -
your bogining- . ~2.,358
onding: 2 | Relrenfdl redl ostataincomo {foss)
Partner's Share of Income, Deductions,
Credits, etc. > Sede batk of forr and Separate Instiuctions; | 3 | Ohor nolientatincomy floss), 15 | Foreign uensaciions
Glsranioed paymionts
i;;léiesx lncu‘r-m‘
8 Pannorship’s namo, addsess, eity, wale, and ZIP cods
FOREST CONSERVATION 2011, LLC B8 | Ordirisy. dwiionds
2816 DOGWOOD AVENUE, PMB 431 Bb | Sualiied dvilands-
GILLETTE WYy 82718
) ¥ Ruyah}oa
G IRS Cerver wherp parthership filed Tetorn
Ogden , 0T 8 Not shiart.term capiial gain {loss)
s} L] Check-if this is & publicly raded ponnardhip (FTP). - T = - P T -
_ _ j ) ) A g3 | Not lohgdotrd copifat galh (logs) AT | Altemative mininium tax (AUT) ilams
E' Partnor's Kentilying nuiiber 8b | Golloatblos (26%) gain Lloss)
- S | Uniosapiuradsonlon 1250 gaim
- _ o | Wotsaction 1231 gain (foss) 18 Téx-oxump; incorno and
: nondeduttivia expenses
11 Othar income {loss)
— ] Lo psanr o or it
I P
1R @ Demestic parinar D Faraign parnor - g
. . 15 | Distisiaions:
I i tjpe o ertity i this jadnert  Indd vitdial 12 | Secllon™78 doduction
J  Poner's sharg of poTi, 1083, nd capilal tsed insirtictions),
Boginning } 5"‘ si‘-n,g: 171 Diher daductions. . -
Profi 5.,695700% 5.695700% B 142 20 | Other informntion
Lone 5 695700 % 5695700 % N - STMT
Copim 5 695700 5, 695700 % .. 88,330, TE 225
K Portrars snare of iabifics of yourend. W* 62
Nowrocouwse 3 4| Gotompisymen| oarninge {loss)
Qualhed nowgodurss finriesng 5
Reccu{sa o T e RN RN .- y...-A-;s
L Pannars cepita ecoun) analysi,. " *Spe aitached statement for additional informatlon.
Bopnaing.capitalogeoprt ¥ .
Copiiaicomnbuted dunnglheyear ¥ 114 " 350.
Currord ysar intrbsise (dscrease) ' U "“114 2 350 .
Vithdrawals 8 disirbstions . A . )

0

Ending copitdl sceount ..

i

M Dig w panngr contrbuta property, v;a{\.a Ab\_-li}\lv{ gan or lass?

B Yos No’

1 Yes;” atpsh statemertt {see inglrustionis)

e

|1 secion 704(p) boo

Tax bosis E] GAAP
{hnar {axplaun)

For IRS:Use Only

For Paperwork Rodicllon Act Nolicy, sus nstfutllons:or Form1005,
DAA

Schadule K+ {Form 1085) 2013
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Partner# T
Schedule K-1
{Form 1065)

2011

PP S S TN

OMB No. 1545:0099

E5111%

Dupariman ¢f the Trodgwy For catendar year: 2011, or' tax’ 1 N 'or.d.inatybu;slr')atavf;;.cdﬁ‘éz(quvs)” ¥ | Crodis.
imtarnat Rovenuoe Sorvics T - .y
B ~year.begmmg; . ) -3 ¢ 291
dnding . S| 2 | Wetwntaliont osiale income {loss)
Partner's Share of Income, Deductions, S
Credits, etc. ¥ See back of form andiseparate instructions, | 3 | Ofhernelentai fcomo (loss) 18 | Fordignvansagtions,
: : 2XR0! 4. | ‘Gusranlepd paymants
A Paftnarship's employer iintitication nuntbar
4 Interest incoma:
B Parteorship's nana, address ciy. slate, ard ZIP code
- 13 Ordinary 'diizidé'n,ds_-
Fl- 1 b | Duated diadoncs
7 | Royaties
€ IRS Cantar wheio fartnarship fifad raturn
Ogden., UT 8 Mot stioH fanm eapiiat gain (loss)
o] Chack if this is g'publicly traded pannorship (PTR} T . . s .
D peoe ‘- 8a | Motlong-ierm capial gain {loss) A7 1 Aliensafive minkrurh {ax (AMT) tems
" Coltactbles (26%).gatn [loss)
Enrpcaptired saction 1260 gain
Nat ?”é'?.'liﬁaj: 9.53.??..“‘?,"9): 48 | Tavoxomplihcoms and
nondatualible:exponzos
11| Outivefriesme fioss)
Genaral partner or LLE Limitad paniner or olhar LG,
memmbor-manage! .mambar
H [}:(] Domestic parner D Farpign partner; - ot
. ' 49 Distributions
Ti whitypeoteniy is s pareir Individual 2.
J Parinecs share of prohil, 1055, 8nd Capial (sve instrichidnsy . —
Beglnning Ending’ 3 Qthat deductions. .
P 7.947400 % 7.947400% |B 199 2 | Oerinlermaton
Losg 7 .947 400 % 7. 947400% 123 278 o STMT
Capital 7.947400 7.847400 5. 123,278 . =
K Partnors share of liabiliies at year ond: W | 87
Notrecourse $ 14" Y Sof:amplayment parnings [oss)
Qualified norvecourse financug . { '
Recounse . . b

L Peaners capial accounl analyeis:

M Did the partnar-conthibuto properdy.wlh 3 Builfan gain or Isa?’

Yo 2 No
if “ves;” aitach statoment (8o insliliciigns)

Begnningcapipt acsount 8 -

Cupngt cortrbuted during ihe yoar, ‘ % 153 .2 78 ’ :

Curront year increase (dncraase). L $ "153 ,'2:7 8_

Wilhdrowals 8 distibutions A S I -

Enong capnataccount & : Es) (;

% woms [ omp L Sosion oauivon 2
Gther taxplan) | &

. &

[ _"See attachsd slalement for additional Information.

For Papurwork R¥duction Act Netlcs, sas.instructions for Fonm 1008,
DAL

o

“Schudule K-4 {Form 1065) 2044
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Partnexf 8
Schedule K-1

2011

L5111

OMB No. 1545.0099

(Form 1065) R oth
Departmeni of tho Traasury For ealordar puar 201, or tax 1 Ordingry business Incoms {ioss} 15 Fcludﬂs
Interngl Roverue Service N . 5 3 7 '
you DRGIIMLG “3 4y W 1
ending ¥ Not rontal resl esiste incomne {10ss)
4 ! o e T -
Partner's Share of Income, Deductions, ,
Credits, etfc. P See back of form-and separate instructions, | 3 | Otorsel rantaincomo floss), 16 | Forsign tansasiions
4 Gusrantacd payments
5 Inipreskincoms
e e J— o
IIIIIIIFl.l.ll.I.I lllillll i
7 Royaitios-
C RS Cerlor where pannership filsd-ratums
Ogden, UT & ] Netsnonitenn enpital gain (foss)
rieek if this figly 1 PTP " AR - -
0 [—] Crieek i€ s 3 publicy iadad parinership (PTP). “Ba Netiong-term cuphiaf gain (loss) 17 Alfernative minimim tax (AMT} lemo
_' S
Paninor's namie, §ddress, iy, state; und 2IP-cade £c | Unoeepiaredsoction 1250 gain
_ _ 0 | NBtEsHion1 231 gain {ioss) 18 | Taxsaxeinpt incom end
nondaductiblo oxpensas
IIIIIIIIIIIIIIIIIIIIIIIIIIIIII "
{__! Gengrat parinef or L1¢ D ‘Uirhvited patindr.or olier LLG
mambaemanagot wmémber
s -
H i_j Domestic pertnat :D Foraigh patiner. e
, ' 19 1 Dislrputions
1 vanatype of antyis s parmerr frddvidual 12 | Shollon {78 dadiiction
J Partner's sndra of prof, Toss, and Capitel {see Instruchions) -
Boglnning Ending . 13 Oiar deducions 2 1 3
P 8.543500 % 85435004 B e T Bt
Loss 8. 543500 % ] L s} . . . L
Cepo 8.,543500 « §.543500 |C 132,524 ¥ STHT
K Parngr's shote of Hebilhes ot yearend:: W* L 94
Momecouse 8 14 | Sahemployment oarnings {bes)
Qualifwd vorvecourse finencing F
Racourse ) ) .3
[ Pariners copsal socount anayais: ~See attached statement for addifional information.
Bagmrrg copia! account $: ’ ’
Copudt comnbuted gurng the year $ 1 69 ,2 7 4
Currenl your intrease {doctesso} §. -1 69 Is 2 7 4
Windrawe's § distribotiers 51 Ty
Ending capila! secoual § D O
&
o i o jn
EQ' Taxbash  {_| GaAR L] Seclion 204(p) teok: 9
{1 Owerfexplon) =
. 2
14 D-d lhw pariner comnmru prcrmny with wbuilisin gam of foss
LJ Yo ‘l Ng
W "Yes. " atisch stntement (gop nstutions)

For Papurwork Reduction Aci Notlte, 3éalhstructiona’for Form 1066,

OAA

‘Séhigdule Ko [Form 1065) 2011 °
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L5311
Partner# 9 o~ D Aménded Koy OME Np 15450098
Schedule K-1 2011
(Form 1085) , s Ie guct Asliss
Depaniment of the Treasury For.catundar yeur 2011, or.tox 14 Qrﬁiryary,busiqcss,inpoma {toss) 5 Credits
Inernal Rovanue Sorvice . ; :
. yewr boginfing "7 ’ 457
» . enxing 2 “Net rental rosl astate mcomg {10s5)

Partner's Share of Income, Deductions,
Credits, efc. P See back of form and separate instructions: | 3 | 06 Avt rostal incom fioss) 16 | Foreign yansactions

4 | Gusraniesd paymonts

B | infefast incomo

V ﬁ";, ) l'Qth:ﬁququ

PMB 431 sb. | Qualiieddividonds
WY 82718 i)

7 “Royakizs
€ IRS Centerwhnors pzﬂﬁémnip h(e'd mu;m
Ogden, UT ) ) , 8 | Netstomgii capitnl gain 10ss)
D D Check i this Is.8 publicty. Yaded partnership {PTR) e T P, :
8, - Netlodg-toren capital gain tioss) 7 Algrmiglive minimim (ax (AMT) #ems

LPartdl ] boltiths:Partner

8, | :Colloclities (28%) gain loss;

go | {lnrecapturad sashon:1250 gain

4y | -Netssction 1231y (asg). get Yaz-axomplincoms and
nandadutiible axpensos

11 | Odrincame oss)

G D Generat pariner.or LLC ‘,?SJ Limiled patingr or oWNeE LLE
riembordnancgel tnembor
H @ Gomastic partnoer D ForaigH panrar
: 19 | Disrbytans
1 Wnat lype of entily is this piringt?. Individual . ) 12 1 :Suclion 179'dodustion
J Panner's shate of profit, oas. snd 'qapﬂdl {500 inslryclionsy
Boginning Ending 1% Ondrdeductons: ~

Prafi 18.008900 u 18, 00B900:% A N I 450 20 | Othor information

loss. . 18,00B900 18.008900 4% | ' v -

cpm_____18.008900 “ 08900 [C 1 . 279,349  |W¥ — STMT

. 197

K Parner's shiste of Rabities al yearend:,
Fompioymont earninge fiass):

Ncnfccou{’sd EE R I R IE  E L S S R $
Quetitiod nonragourge finenciny 8
Rows°~...v..‘...<..4»4....... P Y "“”-’S
L Pariners copiol svcount analysss {_*See-attached:sialement for additional iriformation.
Boginng copiataccount L8 . ‘
Comilal conitlDtii thinkhg 1he yetr ' ) ¥
Current vzt mecease (decreased, ¥
Windrowsly & distripwtions R A ~.) %‘
Ending capial account, e it e ¥ 0 g
. &
@ Tox basis m GAAR D -Shetion 704{b) buok 9
Othe: {expiding %
M Did the pariner tonlribuie propeny wilha built-in gain or joss 7
L" Yes No
1 *ves ! anach stalament (860 ingtructicns),
For Paporwork Rediiciion Aci Notics; sep insirictiony for Formi 1085, : X ‘Seheslule K {Form 106577011

DAA

ELA_000051
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Partner# 10
Schedule K-1 '
{Form 1065)

2011

“Drdirry business incom (iss)’

L5311

OMB No. 1545-0099

Dapaniment of tha Tioasiny For zolondor yoor 3011, or tax 3 Crodits
internal Ravonye Sorvice . QRO : ’
T yaarbeginting ~3, 538
) ariding . 7 “Notranial (g3t estate Intomas {16¢s)
1 P .. e -
Partner's Share-of Income, Deductions, N , ,
Cred:ts, ete, ¥ See back of form and separate instructions, 3 -Othar nst tantatingonie {loss) 16 | .Foreign imnsacticns
Boneantood paymanta
Anlsrastingotig: )
*Qrékuny Hividerds
7 Royahias
€ RS Canter whore gannerstup Glad raturg
Ogden . UT 8 Not shortterm capnal pain (foss )
[+ L_:I Choek it this i5 @ gublicly (EBot parnalslig IPTPY N — - ) " :
ga. i NéitohgRemm vapltar pain (loss) 17 | Allomalive minimum tax {AMT) lams
80 | Urhociiies (28%] goln (ioss)
Parinors namo, sddess, city, Stale and 2IP colla v | Unricoptarod section 1250 gain
40 N8Bl soetion 123 % g (osh) 18- .} Tox-nxempl nikoms and
- hondaductiblo:xperises
M| -Qwgr incoms tlogs)
[ ] U Genaral pariner o ULE @ Lienitea pariises-or other WG
membsimanager ‘efbar
H L}g Demdstic parines D Foreign panner i
; 13 | :Distrivulions
1 Venotypeoteniny s s pirisr Iniddvidual 12| "Sedien 179 deduction
J Paninor's shate of prolit, task. and Eapllal (sea'ifistructions): e
Beginning Eniding 13 “Olhardoductions’ . :
prot 8.543500 % 8.543500% B 213 2| Othernfermotin
Loss 8 .54350 0 % 8.543500% | 35 504 Y*“: P
Captit 8.543500 w 6.543500% | 132,524 4 S
K Ppaners share.of fisviliay &t yoir end ) W* L 83
A4 | Sofompiyment,ganivigs toss)

Nonrecourse T L

Qualifivd monrocoursa fnsncing T

Rocourse S

L Pudnar's capital scoount snalysis

Dopinning capitnl 5@00.0}_\!

Gapital contribufod dunng e yeas ..

189,274

Cuttont year ingronso (dagrense) . °F

-165,274

S

Withdiowsls & disutotions & -

Ending capital secount ;

. i 1 N .
@ Tax pasis: D GARP ‘:l “Suctian 704(8) book
L_f Other lexplar)

H DI tho portrior onifiBuls propcny with'a built-hn galioriesi¥

| s

i yns * 2linch statormany (58 instictions,

L 9

: ‘*-Seé éﬁadhed.stafement.for:add‘;tjéhal in‘formaﬁ_on; _

For IRS Use Only

|

Eor Paporwork Redusiibn-ActNotien ses Instruciions for.Form 1056,
DAA

"Schodulé K4 [Foriv1066) 2011
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Partnerf# 11
Schedule K4

2011

b5L111

OME No. 1545-0088

{Form 1065)
Depaniment of the Treasiry Foi calordsr yaar 2011, or fak Crodits
imarnni Revenuo Sarvice o
yaat beginning .
) N anding. 2 " Hat oniatrani ostate income {tass)
Partner's-Share of Income, Deductions, .
Credits, efc.  » Sesbackafform and separate instructions, | 3 | Olhernetrental income foss) A8: | Forbigh tramsactions
art informatio 4 - Buasniced payments
A Pardriershio's employer. idanliléatign number
] Inta1831 ncoma -
l Pannership's naine, address; tity, 3isls, and ZIP code
FOREST CONSERVATION 2011, LLC 5a | Ordinaty dlvidorids:
Bb | Guakfied dividends
7 Royalles’ -
C (RS Centgr whorg p:mhor:hip filadd rotum
Ogden, uT ) 8 Nei shorlderm capiial gan (loss)
D u Chedk f this is 8 publicly iradéd parinership (PTP). ) A . ! ;
N - . . 98 1 Netlongerm capital gain {logs) 17 Allprnative minimutn tax (AMT) ifems
artdlintormation: Aboutith
B Panfers idedtiying ruribsi 9% | Colleciiblss [20%).gain fioss)
F Panners pame,.address. iy, stato; iad'ZIP code. 8¢ | Unrosapiurad soclion 1250 gain ’
BRUCE R. WILLETTE 16 | Mersesty 1231-géin (oss) 48 | Taxeaximpt insino ind
. N nehdadudtivia 6xpenses
G E Goneral partner or LLC ., ‘Eimiled pattngr or.othor LLE -
mermbar-marager mamber,
H Ei Domgshs. portsor D Forbsgirportnei:
o . . 19 | Distributions
1} wnaliyprolontity i bis perners_ Inddvidual 12| Semian {76 dedurtion
J  Pannur’s sharo of wqif![los;,‘anqzcngl’ml,(wo ingrugtions} S ——
Bagiing G TP Pl It - »
pr 8543500 x| 8.543500 5 |& 213 @ | Oneriermatin
Loss 8, 543500 % B..543500 % o .
Copua §.543500 % §.543500% |G 132,524 L4 SIM]
K Pariner's share of tisbiitlss el yeer vnd; Wk 93
Nomwglotdts & 44 Selhvatiploymant earings-(Riss)
Ouulified norirgcourse finmncing” 8
Rucourse .3
L Pynnor's capholaccoum analykis ¥8ee. altached stalement for additional information,
Bognnng capiey secount $-
Gapital contrbusad auring ing yoar 169,274
Curtent Yesr ncrease (Gotiedse) | T =169 ;2714
Withdrawily § distrbationg XN R ,E*
Ending capital secodmn! L N I o)
X raisiss D GANP (] ssctonrontsy ous: 9
[j other expiaing p
0 the pavinur contributo propery:with g bulitin gain or foss?
v B w
if "Yus"altach.staomen {seq instruciions)

For Papurwork Reductlon Act Notice, seq Instructions for F@:m 10(}5;
DAA

Schodule'Rel {[Form 1085) 2011
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BB&T Wire Transfer Operations

7200 6055621 100-99-05-10

FOREST CONSERVATION 2012 LLC

2818 DOGWODD AVE

GILLETTE WYy 82718-2001

We have completed this wire transfer request. Your BB&T account
has been debited for the net amount shown below.

(AR R AR AR RS R A SRR R R SRR R R R R R R S R AR AR R A2 R AN R E R R R R R F A N R R R S S R EE R R E R EE R RR EFEEE R

TRN DATE 20121207 TRN NUM 00008184
AMOUNT 543,5652.00 ACCOUNT # DDA - 0005201200727
REFERENCE #
DATE 12/07/2012
TIME 14:25:38
ORIGINATOR FOREST CONSERVATION 2012 LLC

2816 DOGWOOD AVE

GILLETTE WY 82718-2001
BENEFICIARY BANK TIB THE INDEPENDENT BANKERS BANK
BENEFICIARY BANK # 111010170
BENEFICIARY NAME OAK WORTH CAPITAL BANK
BENEFICIARY ACCOUNT 1021807
ORIGINATOR TO BENE INFO FFC PINEY CUMBERLAND HOLDINGS, LLC/

OCB WEALTH MGHT AS ESCROW AGENT/
ACCT# 2011898

R N P

ORIGINATING BANK INFORMATION

2 Z 2 R E R R E R R R R R S AR A R A e A R A R S A S R A R R R R R R R

Thank you for banking with BB&T. Pleass contact your local BB&T
financial center or call 1-800-BANK BBT (1-800-226-5228) for
questions regarding this wire transfer.

! BB&T, Member FDIC.

Exhibit 3
Respondent's

Brief
SEC-BBT-P-0000098

SEC-Defense-000008547
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. # 1 ) E5L1LE
arttiery 1. - o g i | Hale Arrenda K-1- OMB R 15450089 °

Schedule K-1
{Forim 1065] , [ S8
E,e;:\r;r;:i, :;L:GS.:{:?::W a » ' :.F'ofc‘;‘?fé?ﬁ;iif‘?m,'?{d{é‘ oy . 1 | -orcify busingss tncome flss)- 15 | Cratlils
: yedrbegioing . e 1 =5,319

mdmg .

Partner's Share oflncome Deducttons L RO e
Credlts, etc. B &se back Gf foriivand sépara(é !néfru‘cilb‘p& A3 | Othot 5ot rntal inzome {ioss) 16 | Forelgn trangsclions

SR Kistronial ranl salate incoms {losay

4 | Gusrsnleed paymonis

A Parinership’s ermployerwentificaton i

[:and-2IF codo A e

'FOREST. CONSERVATION 2012, LLC o | oy dusands

2816 DOGWOOT AVENUE PMB 4351, - .| 8- oualijedtividends

GILLETTE WYy 82718, . | .
C RS Guniur where purnetsh faturi 7 .} Royalties

Ogden, Ur. . .. , o .

I I Nelshmtam) camla'{ gain floss)

9. | NetongHui eapilal gl fbse) 17 | Alemaliva minimien ta [AMT) lems

E Paﬂner'sldenﬂ!yingnumbar K ol s
. e 86 | Collaclblss(28%) gain (loss)

. _ma-zmm |
. L » § se | Usreeasiued suetin 1350 5in.
i | o | Wetsoction 123¢ galn flass) 1 18 | Tax-exemptincome ond

néndeductible Bxponses
[ D -Ggre! parner of LLC . Limiled padn«er or-ather e’
AriomEgrhaEger e

11| Oibérircomo {losst

) l:] ;Dan‘fésﬁe:pa‘r’t}&ér'v“ T D - Forelon parhér - i R

o 19 | Distetutions
Siselign 179 dedution - o

W Whulkypo & cnmy T i ﬁmner? :I'ﬁal‘i}"ldﬁ"&l

{stio inewtictoniy

4 P&a‘:’:fiér"s"snarejaf x’i{dm..l :

Biier deductions’

I - 7.1 ¢ & B 27 N h ¢ ’-_'1393‘ 2 Olhe;lnfomaﬁon
Loss 4 507388% X 4.507388% . .
coplta _4,5073884 _4.507388y |C.| . 104,125, IVR| ... . . STMI

L K “Phsiners shar 61 s at yosr and:. o W Sa .
3 14 | -Sellempicynr Ghimings (oss) ’

"Mirrorourss.

vesan s i a7

- ‘.Sée‘ :él&ached staterﬁer‘tt for addiliohalv informalion:

Cuareant ynv Incr 'o-:,'o (dacranso)

EEEENN)

"For IRS Use Onfy:

M Dod |ho pariner | Eoniibuts pmperly w&m ‘A hltin gam o Ims?

-134,318 OB
0. S '
®

n‘vam auaclrsictcﬁmk(soamslmd‘om) L L e .

For Paparwark Roduction Aei} Vo'ﬂﬂce.v:goan;lmc!lcn;ior Form 1085 !RS;govl{émj?}:éS, B ;QIgéfIﬁio K-t (Form $065) 2042

Exhibit 4
SEC-LloydE-E-0000012

Respondent's
Brief

'SEC-Defense-000016995
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. 55LLl2
Partner# 2. - D Floml Ket D Arrigndad K-1 M No, 15450600
Schedule K1
{Form 1065)" L
Departniant of the Tebbsiny Grodlls
Intampl Rovenue Serdigo
4 ot rental raat ngtats ingome (ioss)
Partriet's Share of Income; Deduct:ons, o .
Credvts gte, B See bagk of famm and.separalte,ln;(n_:&d'd"hé;" 3 Other nel renial iicomé (toss) 18 | Foreign transiiciions
Guaranté s
!n(efgs(irrcomo‘»
'FORES’J’.‘ CONSERV, TIoN 2012, LIC s | “trdinary dividends
2816 DOGWOOD AVENUE ¥MB 431 gt | “Gudlited dividencs
N GII:LE-’.T.‘TE WY 8 2718 ..
1 & IRS Conlerwhere pariatship fited relint T | Royailies
Ogden,; UT . .. R
- 8 | .Neishorptarnicapital galngoss)
b [ ] hbsiareis tes postioy vadurgsitisistip (£12) YL
95 . Ny tong-term capital gain floss) 17 | ‘Aternafive mislfourts tax (AMY) lefns,
gb | Collsciibles (28%) gain lags)
Sc Unrocaplured seclion 1260°gals .
W Net_:edlbp'iziiﬂ.naln,({N_sf 18 | Tas-exemptincome and’
B " Tirderiicitlo wxpensos
11| Othetincome foss)
-Genom! partner or L1.G 16l paiinesor alhier LIC ) .
ember-manager” afrbar.
H l::] "Dar’maﬁc'pmm‘er-
i - e
" i 19 Oislfibutions
2 12 “Spclion 179 daduclon I
13 Other detfuclions .
Prot” 4.9 e 210. 207 | Otharinorindtion
Loss 4 921332 2. 921332 % *
Copta 4.9213324 4.9213324 |E X ST
K Phrtasds shats of fiabilios st year end” Wil ST .
i - . -4 Qeif‘ems(oymanlsamlngs {IosS)
L *Seg-aftached statement for additional inforimation,
| Ecintriby " 146,398
Edrrort y«ailaéiadﬁ@(douqmb)’ s "‘146;398 )
Valibdinals € diginibuigny e %
Ending caphl ctoint 019
- ! <§
M~ . . "
L varvass o
Othet (oxsliing 13
&
M D the g\'vtnéf conlribuin nropedy With'a bu.ll 1h gain &F106s7" .
D Vas
I yes,” u((nrhslmanmnt(somnwuchons) ,,,,, . - N .
For Paperwork Reduction Act Notice, s0e Instructions for Form 1065, IRS.govitorm L 085: Sdfvﬁd(i}‘ia K<3:(Form 1065) 2012
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Partner$ 3
Schedule K+
{Form 1065)"
Oeparimont of the Traseufy
intamnal Revenue Senvicy

For 'ca:eﬁdar'year"z'o{ 2% o i

2012

ESLlLE

. Credlls .

yaar bagmnmg

Partner's Share Of ln(‘.ome, Ded‘uct!ons,

Nast ranial raal 85talerincome Hoss)

Credits, e,tci B See back of for aind separato nstrucifony, | ¥ “Uiriai.net rematmcoma (loss) 16" “Forsin uansaclions
Guarsniest payirients;
A Purtnershlpsemptoycr Idunllﬁcmlun number o L
. § | imterosttiéos
B Partnprahlp'y idmo, nddigss: oly, siate. and 2IP eoda - ) y O
FOREST CONSERVATION 2012, LLC Tew | “Oruirisiy awvidends
2816 DOGWOOD AVENUE PMB 431 45 | ‘Guatisd diidends,
| GILLEBTTE WY 82718 L e e
¢ RS Center whelapallnemhlp filed roturn 7 Royalties-
Ogdeni, UT .. B
’ ] e ® Nt shori-tarm capital galn (1oss)
i} D Chozk if thigien publicly ndad parinershiy (PTR) )
A5 10 Netlomy-termyEipital gt fioss) 17 | Alternitiva minimum tax (AMT) ltams
€ Parinor's idealifying number- L 3
Su | Collechibles (26%) pan (loss) -
% | Uregepiursd s@diﬁp"}?ﬁﬁ fain
o | Nersecion szot gam ooss) 18 | axavamptincome and
I nondoduciibla-tionses -
' gdih_ar}nwme {loss)
<3 J Ganeml paringror LLG- --Limlted panner of c(her LLC
mumhahmané’gﬁr mcmber
H j ¢ Dormeiic paridat’ : ‘
B Wh'anypnclnr\hlus Fhls Fariacd 1ndividual - " i 19, | Distributions.
74 If‘thlyspafx'nfu‘r fg&r n(\RNsﬁPlxeoghlalc) bﬁa.k heru 1 SEENES 179 deduction L
. isee instrictions ot v s o D S .
7 Piringr's sheru g H aaver N ——
1S 308 } e éhéiho 43 .| -Other deductions i e
“Profit . B 163164 % i i IS L« 264 20 | Other information
. Los §.,163164 % 6 163164 % | o " o
Caplen 61631645 6.163164y |G 142,375 Y STV

K - Parinaré shied of Hablitles st yenr end:.
NOntecourse : $

STMT

KR R W R T L SR SN

Qualifigd ronedcolicsa indAcing

16 {{oss)

S e S

Retoirse

L P:rlng_r“s capilal recount annlggi;:
- BeglnAlig caplibl atebimt.

aviaee

183,639 |

R R e

Ciltrut Joorlicrngs wbergassl | 4

~-182,639

Wt wio panror mmbu«o pmponywm Bl galn of foss?

O Ew

iy s, il siatemant{siy mi:xrucu”':)

WIRGSGAIE & BBt -
Ending capital accaunl ey
13
% TaxBastd D TBRAR D Secton 703 (5 BoK. g
Dlher(exptsln)' =
kS

For Paporwork Reduotion Act fofice, 300 Inslmcnons foerrm AVES,
DM

IRS ovasmions:

Setisdalo K-1 (Form 1065) 2012
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Partner# 4 —
Schedule K1 2012

b5LLLE

MB No. 1543.0689

{Forim 1065) ‘ s Gra r
Depantent of the Fragsiny | ’ . iFot c;;sf'ehqgr_ya‘ar"zni’?[._q?'iéx 11 Ordipay’ l?uslness Tncome {loss) 15 | Crddlis.-
inlemal Revenue Servite - Cyasvegheng. . =186 .
) mmn ’ N Na raniz] real es:é_tgtncom,ego;g
Partner's Share of lncome, Deduct:ons, P o
Cred ltS etC. B-866 bick of form gt saparate nstnuctions., | 3 18 | Fowign tansactlons
V‘Z
. s
B Parinershlp’s-namé, ddress, cily, stto, and ZIP.code. b
FOREST. CONSERVATION 2012, Lnd | e | o
GWOOD AVENUE PMB 431 ot Guamoddlwdends
GILLETTE vy 82718 R
€ IRS.Conldr whers parinersalp filad relum 7 | Roynlties
Oide'ﬂ, ur o4
B | NoVsiintoi capiial gal lussy
" on Nm-_lwgqerm‘eapigéi@ h‘;{é’ss) ] 17 | Atemalive minfmum lax {AMT) items
B Parinars ldentifying numbar K : .
B 95 | Golscibios (26%) gain{ioss)
S¢ | -Untesapjurad section 4250 paid
10 Nol-gaglion 1231.gain gass) 18 Tav-gremnt incoma and

nohdeduclibie sxpensés

G u Genargl partner or LLG Limited parinr or other LG Il BT L P TP S

imeintermaniger “inlidr
ERE U Fowgsiing

i waal typeofenﬁ(yigimsm 467 - :rnalw,dual

18] Digtribuicis |

112 Suciion 170 daduction. _

'(aealnstmc, ) .q;

J  Parinars &hara'of ] e
X Other daductians .

prant 7B ' 8% Gy L 334 20 | otheriisemigion

toss “7.8189394  7.818939% | o

G, 7.818939y 7.818939 5 | C 180,625 . STMT
K Pariner's share ol liabititios-al yoaeand:, - . W* .. . STMY

Nowgiourse . | .. - : o 14 | Suilomployment earnlngs {loss)

Quslified nofracourse |

Rgcourse
b Parinar's'capllal accoun anzlysis: *See attachad statement-for additional information, .

a&g;‘mhgggpa‘ei-ac&mi :
230,958 -
—-23 0,958 -
.)"'

0

Gupits: contributsa diing the jade

Guirrert’ ye.:( Jncrenw (dmuase)

)C
' . Olhc'r (exp!aln)

W Did the pmfr\er Sninbute prépenywl(ﬁ #aiRan g ga-nor 637

0 X e

 Use Only:

HAYas - dilaci Galehl (650 Indiroarary . - L S
For Paparwork Ruduction Acwé‘_t}ce; Bao Inglructons for Form 1065, IRSigovAorm 1065 Schoduls KaﬂFo‘rmitoém 2012
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E5YLLE
BE G [T Amendearct . OMB No, 15850909

partner# 5
- Schedule K-1
“[Forn 1085)

" Degartieni of he Yrgasur : 31 Grdlnafybuslnexs ritome {loss) 15 | Credis.
I ema? Revetivo Servide: »'yééifbsghr‘n“n’g‘ ' i __‘5 319 L
COAG 1  Nai rental real.estirg rgom (foss) .
,Partner § Share ‘of lncome, Deductions, N SR I B
Cred:ts, et(}.' ) P $5u bagk of forin and Soparaty nstriel A. | Cthor netrental income {idss) 16 | Foraign transactiong
Guaranteed paymants-

Interest income

B Paringship's nama, address, iy, siate, @nd WP oes b
FOREST CONSERVATION 2012, LLC: Ominaryd!wdencs
2816 DOGWOCD AVENUE PMB 431 &b | Ouatfiod dividands
GILLETTE ) Wy 82718 I )
C |RSCcnlurwhurepnrtnershspmedralum 1 Royaitles:
_Ogden; U’I‘ .
B B{El'.afwdnéféimcdpﬂ‘é! g {loss)

0. E] “‘Cheekf (1§ 1 a punticly iraged pattnerstip (PTR)

83 Netllong:torm cipital gata {losg) Rt _Alternative minimum tax (AMT) items

85 | Collecliblos (28%) galn (lossy

o Unréeaplis

Section 1550 gain

10 | Nobseotion 4231 gain doss) 18 | Tax-exemplincome and
k < Figndgauctible esanso

-4 4 Othier incoma {loss)

EC_] “Damashio Bhrifiar
i1 Waar type of onmy HEGIES panner?

18 "0 INE phing 5 & ralirgrieit Bl (lRNSEP/Keoghlew.). chack nem
(soa mstrucbcns)

i el 1 Distribuilons
1 42} Seetion’i79 dsdyction ]

§ Pannefs ‘shardo

13 thj;r;d@iuc]ims

Endiig R
Proft . ; mE e 193 | 20 | Othat infoumatlor
oy 4.50; , 4. 50738835, B
Copiy____ 4.507388 4.507388% |C ... 204,125  |¥¥| v STUT
K - Parniers sharé of Habllitss-al year and: W*‘ | STMT
1 ‘Nosigeturs: . B 44 | Bellemplogmant earnings (izga)

QuiinEd noRrEedrsy gt
Recoursd . . .

‘wu mwaisadlsmhruucn
"Endmggap(al:@ccuum, _

M. Gig this paringf SeAIHBYTE mpurly wm i buNJn ga!n ar- xous?

r:] Yéx @ He'

[ves,” itach stalemant (see fskections)

R R

D aalisn T0T(S) ok

‘For IRS s Oty

For Poperwork Red
DA :

il At Notivo, ee Instruatlons for Form 1065, IRE Vo108 . ‘Schodule K-1 [Form 1665) 2012
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Partnery - A
Schedule K4 | 2012

D FinalKt [ amendoa k.1 OMB No. 15450099

{Form 1065)" ns
Deparimenil of the Traasury ' . For Cilgttiarysar 3092, 6F 15X ERa ©tdintiry businessincome {loss)-
Infernal Revedue Service . . “'yu‘é‘r."ﬁag'(r'm{nﬁ o '6;’713
» Gridig .. 2| Nelrontat roat estate Incoms (loss)
Partners Share of !ncome, Deductions, B _
Credlts, etC‘ B Sed'back of frrivand separste idstructions, | 2 Other nel rantal incomie {logs) 16 | Fordlgn transactons

Guarantaet paymenis

Tntergst togmy
8- Pannership’s pame, address. olly; slate, pad 2iPe0de -] o _
FOREST CONSERVATION 2012 ¢ LLE: LA Oririary Gividends,
2816 DOGWOOD AVENUE BMB 431 © s | Qualieddiidends.
GILLETTE . ... .. WY 82718 I ,
[+ !RSCenter\vhem parmershipHYed caturn T Royaltigs -

Ogden, UT

& | Net shor-torm caialgoin {loss)

o u ‘Thees If ihis iswa publicly traded panrierghip (PTP)

Net loig-term cripliil gatr {lossy 277 b Alemative minimim tx (AMT) items

Collocties [25%) galn (bsef -

Unrecaptured suction 1250 airt

Not soclions251 gain 18 { Texoampl ingei and

nondsduclibls expanses.

Other Incoma (10s5) -
Gonerdl partnor or LLC | Limilad partaer or otaer LLO-
membérmaniigor membar
H l?ﬁ Domgsic panmr ) :D Fordiin parinor -
1 Whaltypedt sillly 1 Tnis arwnar?. Individual : . | Distibutians

t2 ifinig partier {§ & fillroreRl PlaR (IRA’SEPIKuoghYatc.).c}wuck haie | 4z | Seskor .!ié‘dédﬁd!bh‘
: (seginsirieliong) |, ‘ . et D . bt .
J Pa'mer'ssharuu!prd ;1058 andcsp. [ : B TR
Edginnlug ) - . ’ Endlng 13 '.(_Dmgr;igdqcﬁ»msv L -

Fof 6 991051% B A .. ... 298 30| Giher laformation

Loss ‘6-.._991051“ 6 991051% , ) - | ws

Capita 6.99105Lx 6.991051y (C.| 161,800 . J¥* ... STMY
K PG shatd of inbities t year aid:: owE STMT

Monrgcaurme i :Selfﬁmploymsm anmlngs {ross)

=506, 799

AR o - - Lo L
Cureéit i ivdianse (doersadey; -206,799 , A
Whiidrawais § disirbgiens 2 ‘ :
Edaing caphal Bkeging 0 i}) .
o e
X Tt SEHEAT08(H] Koek: 2
Oiver (m@lain) PV
: &
4™ Dig the vadner onintuie mopaﬁy \mlhn b\;l( IR ga‘n or loss? . .
Ow K | o
Il‘\"es. attach stmemmx {6 Insiruciions) S T )
For Papnrwork haducilon Act Nolica,soa Ingtrictions for Form 1085, RS jovilormi065 Schoduls K-1 {Farm 1085) 2012
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Partneri 7
Schedule K-1
{Form 1065)

2012

L5L112

OMB No. 1545-0038

Ordinary Kusiness incéma {loss), 15

. Credits

Dapariment of tha Troasury Far.galandar yoar 2012, of fax_
Intamal Revenug Service year beglnning -5 , 31ls
anding 7 Net rental roal estnlo dncoma {10ss);
Partner's Share of Income; Deductions, . _ :
Credits, ete, B See back of form and-separate instruciions, | 3 | Omernatrenisi fcome foss) 14 | Foreign rnsactions-
£ Giaranlesd payrignits’
A Paﬂnarshupaampfoyerldanhrxcaﬁen number- ] . . )
s | —

Il Portnerenips nomo - ddurese, <ty $6all, aNC ZIP cods-

FOREST CONSERVATION 2012,

2816 DOGWOOD AVENUE PMB 431
GILLETTE WY 82718

LLE

8z | ‘Ordinary diidends

8% | Quafitid dividonds.

C IRS Conter.whore pailniarship filad ratum

7: | Royames

Ogden, UT

[
D L.J Chock IIInfs is a publicly traded parnesship (PTP)

E- Pariner’s lden!ilying numbe(

B | Nutshorftdrin cailte) hoin, foss)

83 | WNetlong-ten.ceplis! gain fioss) 17

Alterhative minimiuns taX [AMT) ltems

Collapiibles {283%) gain {oss)

Untecapiurod §o2i6n 1250 gain.

Mgt sacilon 1281 gain (foss! 18, | Tawosemptincomerang
noadedutlible expansas
| Gibdriteis fldssy
" fugimber maiager * meroer
H , Domestic parther D Forgign pariner:
11 Whatlyog of enlityIs lils peitner?- Individual 19 | Distributivhs
i n Wspndnaf(samummcm p!an(lRNSEPIKeoghla(c,Lchackhece 1 42 Sedin,n:'t‘m; deduction:
{see Insiructions) ., . . N .. D
J Pather's share; crpmm 165, and caplal {5isd Wilficions); [ e .
I Endlig 13 Qihgr dedutlions —
Brofit ; 3 4.507388.% A 193 20 | Othar information -
Loss. 5 33 5276 % 5.335276 % .
Capia 5.335276 4| 5.3352764 |C 104,325  |¥ STMT

K Panner's share of liabililies. &t vear ang:

Nonmcoume .

w* STMT

14 | Seit.amployment opmings {loss)

[EREETEN

Qualified nonrecourse: ﬁnancing ,

Rocourse

L Pan'nar‘scapilal‘account:analys’l’,s:«
Beginning capital acdount. o " S

' "Saé;_v;é,ttéchad s,,ta_te.m‘éﬁt,for ‘additional information.

Capifat centrbyted during xhe Yéar

134,318

~134,318

Currentyger ihgrease (Jecrongs) R

j

Withdrawnls & dfifibulions

Ending capital accounl

T

W . '
X Tox basis D GAAP. D Settion 704(b) baok
Othat {oxplain)

M Did the partner contiibirte propaety with & bulll-lo galn or loss?

[] Yas No

1f*Ves * allAch slatemacﬂ (see Instruchoisy

For RS Use:Only

For Paparwork
DAA

Act Noﬂca, 89e lna(rucﬂons !or Form 1065.

RS govomm 0B

Sthadisle K1 [Foim 1085) 2012
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Partneri# 8
Schedule K-1
(Form 10€6)

Department of ifig Treasiry
Infernvat Revanue Service

2012

Fot Galeridar 4ar2012, or lag
Yot baglining

ﬂ Findl K61

D Amonded K-1

L5112

OMB No. 15450039

i

A

Ordinpry buslnass i
5

Ondity
Parther’s Share-of Income, Deductions,
Credits, efc. ‘B Seeback of:form and separateinstructions,

2 | Netrentd redl asiste income floss)

3 ; Othér nat rentat ihcoms (_mss}'. ki3 Foreign:lransections

4 | ‘Guurantoed paymenis

B oo mizcons
FOREST CONSERVATION 2012, LLC
2816 DOGWOOD AVENUE PMB 431
GILLETTE Wy 82718

5 | ‘lnterestincome;

6a Ordiniary dividends

6u; |- ‘Ouafiflad-dividends

€ RS Center whers pertnership fled relum

Ogden, UT

T ‘Raylitas

o [T] checkibitisisapubidy traded partnershiptPTR)

: o g

1 “Gunoral pattage or LLC
T member-manager -

G

Imited partiet okoiharLLC:

member

'

D Forefgnpartner

1 What typa of ontity Is this pafiner? Inditviduodl

£

Oomstic pariner,

8 | Welshorilem capilatgal foss)

$s | -Netiong-term capilal galn-(fass). 17

' Altemalive miciroyen fax (4

¥)ams

85 | Conbolinios|28%) galn (toss)

Cde | Unepodpivred seclion 1250 gain.

48 Tak-gxenipl inéome and

rishdeductible exponbas

NeLsettion 123 1.gain (I685)

11| Otmerincome fiass) 1.

112 f thig phtier 1y o rolitemiont plan HRASEB/Keagivaie), check herg,
(se0 ingiructions)

e

J Parmgz‘s‘s’haggq{prqﬁ oS :
‘Boglnnlng

5.335276

Ending
Profiy

19 Distributiyng

Secioy 179.dsduttion

5.335276%

‘Othd# Yedudlions

228 26 | Ot nformation

4.507388 %

Less

4.507388+

4.507388 5}

Capital

4 .507388 ¢«

123,250 |y#

_STMT

'K Pariner's sharo o lisbliities al yesr:ong:

Nonrecourse

s

Qualified Aonreco

Self-erigloypent éaciings (108"

Recourse ... . o S

L Parlner's capilal nocount analyais:
Beginning capilat account

*Seeattached statement for additional Information.

Cagstal Lanvitbuted durimg the year

158,478

Cumonl year incroase (deécreass)
B SERET IS

~-158,478

Withdrsidals & dislibutiois

Endingcaital besoudt s ' ki)

Tax brisis U ‘GRAR [:] Baclivh 7U4(by.book

Othér(expiairﬁ

B

¥ Did the parinior conlribute propery with & bull in gafh or loss?:

L] ves be

i “Yes.” allach stalumaeni (sae.instryclions)

ForIRS:Use Only

For Papaiwork Rodugtioh Ast éi]cm"i:oo:!nétruc!!o‘hs for Form 1085, .
DAA ) .

IRGgovilormt0gs

“Sehedute Ke1:(Form 1085} 2013.
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Partner# 9 A
Schedule K-1 20 1 2
{Form 1065) o ¥ .
Depaamial of the TdREUY ) For ealéidaryedr 2013, 6¢ ok 44 ] ordinary businassineoma(loss) 15 | Gredits
Intgmal Rbveénue Seniza . T O ’ .

. . yearbig . et e e =5 087
’ 12 Neit renial ro8t §5ts incoma Jloss)’

b5klle

ONE No. 15450008

Partrier's’ Share of lncome , . .
'CI'EdltS,f;_EtG;- 2 d Seﬂ Bk oH’orm EUGE sepam(e listructions,, 3. | Oternat réhial income (1545} 48 | Foralgrvadisacions

Guaranipad payments:

L Intérestlncome
i S ¢ 2P <ods ‘ N I

I, S < 2P ol
FOREST CONSERVATION 2013; LILC 8o | ouingy ghiconds

2816 DOGWOOD: AVENUE PiB 431 » an «Q;a:;ll.n.éd;d!vidmds-
GILLETTE. WY 82718 - | ¢
C IRS Cenlar whero parinership fled rottim ' 7 | Réyhtias

Ogden, UT

8 Y shortemm caphat gziir'r {loss)

o [ ] creckirthisis a publictyradied partnership (FTPY

s | "Netlong-tarm capitai gain {loss) A7 | -Aternative minirum tax {ANIT) dtems

9 | Galedtibtes (26%) gainioss)

$¢- | Unteeaphirad section 1250 gain

10 | Netseolion lzsrf;htn:__(!osii) ) 18 | ‘Taxexamp!itame and
risndaducaiie exstnises’

g, .«'blhsrlncgﬁé‘lfuss}»' : L

< m Gineral parineror LLC Uirdfiey sadnet orotherlLC
membe(-m‘mdge( ragfbar

1w D e BN (:] Fodanpa .
i Individusl e T—
it IRASEP/Keoghidte:), cheeknare E 42 | -Seclion 175 deductisn: oo

13 | “Ciwer deductlosis:” 1 .
Profit . ) . B
Loss. 4 09 34:45 % . R N . .
Capitz) 4.093445 4| 4 . 409.34.4,5 . ,; C 844562

S

K Paiing?s shaid o iobiies atyear edd Weip o _____BTMT

Nnrmam(ma o E ) BEEY Seif-ampioyment samings (loss)

‘Quilifed poretouisa ﬁnnnnl

*See aﬂaché’d stétement--fo’r add itional;ihk'ﬁrmétion.

133,738
<132,238
3
) .

Wdhdr’awals s. distdhuiicns .
tnrrng capual acoouru

: 'Oiher‘(n&pi'nm)

D Bt @ o,

JeYee; aliach alatemeny (see insirdiivngy e A 3

For IRS Usé Giily

For Paperwork RoguctionAct Noficé; san Instructions Tor Form 10‘65; }Rs,gpvﬁonn‘!ﬁég . Schedule K:1 (Fom 1065)-2012
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Partnas# 10 k.
Schediile K1 2012
{Form 1085) : .

bepanmiart of e Traubury
Inlarnal Reveniis Servics

L51L312

OMB No. 1545.0089 )

Gndar yeir 2012, ortdy: -} -Credits,

Oudiniary busiiness i
5,784

2. '.Fliq_(‘i'ed'tél raal estals incorfie {loss)

CreditJl} I o I S | ¢ | Ovrro oo T ree—

nformationAbotth 4 | Guarilesd payinens

A Paringrahip's employer idenitinestion number- 2 T .
, s imerestingsmie

8 Posingsship's naie, address, clty, stele;and ZIP codo - L .

FOREST CONSERVATTON 2012, LLC [T pre—

2816 DOGWOOIj AVENUE PWME-4 31 ) 1 80 -&Jél\ﬁ@ dimdends _
IRS Centar where parinership: Fad rstum ) 7 | Roylfes

T

L ) B | Natshortterm capital-galn (les)
D D ChocK il this is & publitly traded partnership (FTP) . .

“Nat long-(grm cagilal gein {lass) 7. | Atemalive minimum ax (AMT) Hems

C'aﬂéﬁ'xbles’(%%) gain {lods)

Uneeaplured gectisn $250;g#in-
Rgtissction 1231 gath flossy 18 | Taw-exsmpt incame snd
h '} viondecuctible axpénses

Offief incomd (foss)

Ganeral parings or (LT . Limited partrier or ciher LLG
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Amendment and Correction to Operating Agreement of
Forest Conservation 2012, LLC

The undersigned, being all the members of Forest Conservation 2012, do enter into
the following ratification, amendment and correction of the Operating Agreement of
Forest Conservation 2012 dated December 7, 2012.

Whereas, Forest Conservation 2012, LLC is a Wyoming Limited Liability Company
organized under the laws to the State of Wyoming, and;

Whereas, Forest Conservation 2012 LLC was organized by Paul Edward Lloyd, Jr. by
filing Articles of Organization with the Wyoming Secretary of State on February 20,
2012; and

Whereas, Paul Edward Lloyd, Jr., the organizer and sole initial member, caused to be
prepared an operating agreement for Forest Conservation 2012, LLC dated March
16, 2012, and caused it to be revised December 7, 2012, a copy of which is attached
to this amendment as Exhibit “A,”; and

Whereas, Wyoming Statute 17-29-111(c) provides that

One (1) person intending to become the initial member of a limited
liability company may assent to terms providing that upon the
formation of the company the terms will become the operating
agreement.

and Paul Edward Lloyd, Jr. did so assent to the Operating Agreement
attached as Exhibit A; and

Whereas, Wyoming Statute 17-29-102(a)(xiv) defines an operating
agreement to be:

(xiv) "Operating agreement” means the agreement, whether or not
referred to as an operating agreement and whether oral, in a record,
implied or in any combination thereof, of all the members of a limited
liability company, including a sole member, concerning the matters
described in W.S. 17-29-110(a). The term includes the agreement as
amended or restated; '

and

Respondent's
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Whereas, in preparing the revision of December 7, 2012, Paul Edward Lloyd,
Jr., caused to be attached schedules of interests and percentages that,
through a scriveners error, omitted the names of three members and
misstated percentages as of that date; and

Whereas, after each member’s capital contribution a tax service fee was paid
on behalf of that member in the amounts set forth on schedule ‘C,” which fee
was paid to Ed Lloyd & Associates, PLLC, and which fee was the subject of a
special allocation to each member’s capital account; and

Whereas, following the payment of the tax service fee and the special
allocations, each member’s percentage interest was as stated on the Schedule
attached as Exhibit “C"; and

Whereas, in preparing the 1065 Income tax return and Schedules K-1 for
Forest Conservation 2012, LLC, capital percentages and memberships were
correctly stated as those from the Schedule Exhibit “C”; and

Whereas, the members of Forest Conservation 2012 LLC wish to ratify and
confirm the Operating Agreement, and to correct the scrivener’s error by
replacing the erroneous schedules of December 7, 2012 with the schedules
attached as Exhibit “B” (as of December 7, 2012) and Exhibit “C” (at all times
after payment of the fee);

Now, therefore, the undersigned, being all the members of Forest
Conservation 2012, LLC do take the following action:

1. The Schedules attached as Exhibit B & C to this document are
confirmed as the correct statement of members’, ownership
percentages and capital contributions to Forest Conservation
2012, LLC, effective as of the date of each member’s contribution
of capital (Exhibit “B,”) and after payment of the tax service fees to
Ed Lloyd and Associates, PLLC (Exhibit “C”), and the attached are
in all respects substituted for the schedules attached to the
December 7, 2012 agreement;

2. The election and appointment of Ed Lloyd and sole managing
member effective with the formation of Forest Conservation, LLC
is ratified and confirmed;

3. All actions of the Organizer and Managing Member, Ed Lloyd are
ratified and confirmed through July 8, 2014, including the special
allocation of fees as set forth on Exhibit “C,” and to the extent that
such allocation is not otherwise provided for under Article 6 of the
Operating Agreement, the Agreement is amended to permit the
Managing member to specially allocate fees paid;

2



4. In all other respects, the Operating Agreement of December 7,
2012, a copy of which is attached as Exhibit “A,” is ratified and

confirmed.

Effective December 7, 2012 -

7 g
GaryAppel / / / Ashley Hooks
Raymond Bouley Steve Kezman
Vernon Branch Michael Knight
Christopher Brown Paul Lloyd
James Carson Mark Losby
Jarrett Clay Michael Malloy
Jesse Garrett | William Mitchell
Timothy Gross Leslie Powell
Dennis Hall Larry Price
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4. In all other respects, the Operating Agreement of December 7,
2012, a copy of which is attached as Exhibit "A," is ratified and
confirmed.

Effective December 7, 2012

Gary Appel Ashley Hooks
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Raymond Bouley Steve Kezman
Vernon Branch Michael Knight
Christopher Brown Paul Lloyd
James Carson Mark Losby
Jarrett Clay Michael Malloy
Jesse Garrett ) William Mitchell
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Dennis Hall Larry Price



4, In all other respects, the Operating Agreement of December 7,
2012, a copy of which is attached as Exhibit "A," is ratified and
confirmed.

Effective December 7, 2012

Gary Appel Ashley Hooks
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4, In all other respects, the Operating Agreement of December 7,
2012, a copy of which is attached as Exhibit “A,” is ratified and
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Effective December 7, 2012
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4, In all other respects, the Operating Agreement of December 7,
2012, a copy of which is attached as Exhibit “A,” is ratified and
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confirmed.

Effective December 7, 2012

Gary Appel

Raymond Bouley

Vernon Branch

Christopher Brown

James Carson
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4, In all other respects,A the Operating Agreement of December 7,
2012, a copy of which is attached as Exhibit “A," is ratified and

confirmed.

Effective December 7, 2012

Gary Appel

Raymond Bouley
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Christopher Brown
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Jarrett Clay
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4. In all other respects, the Operating Agreement of December 7,
2012, a copy of which is attached 15 Exhibit “A" is ratified and
confirmed.

Effective December 7, 2012
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4, In all other respects, the Operating Agreement of December 7,
2012, a copy of which is attached as Exhibit “A,” is ratified and
confirmed.

Effective December 7, 2012
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4, In all other respects, the Operating Agreement of December 7,
2012, a copy of which is attached as Exhibit “A,” is ratified and
confirmed.

Effective December 7, 2012
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4, In all other respects, the Operating Agreement of December 7,
2012, a copy of which is attached as Exhibit “A," is ratified and

confirmed.

- Effective December 7, 2012

Gary Appel

Raymond Bouley
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James Carson

Jarrett Clay
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4, In all other respects, the Operating Agreement of December 7,
2012, a copy of which is attached as Exhibit “A,” is ratified and
confirmed.

Effective December 7, 2012
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4. In all other respects, the Operating Agreement of December 7,
2012, a copy of which is attached as Exhibit “A,” is ratified and
confirmed.

Effective December 7, 2012

Gary Apéel Ashley Hooks
Raymond Bouley Steve Kezman
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Christopher Brown : Paul Lloyd

N e

Iameé Carson (._W w ‘
Jarrett Clay Michadl Mal oy */
jesse Garrett William Mitchell
Timothy Gross Leslie Powell
Dennis Hall Larry Price




4, in all other respects, the Operating Agreement of December 7,
2012, a copy of which is attached as Exhibit “A,” is ratified and
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Effective December 7, 2012
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4, In all other respects, the Operating Agreement of December 7,
2012, a copy of which is attached as Exhibit "A,” is ratified and
confirmed.

Effective December 7, 2012
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2012, a copy of which is attached as Exhibit "A,” is ratified and
confirmed.

Effective December 7, 2012

Gary Appel ‘ Ashley Hooks

Raymond Bouley Steve Kezman

Vernon Branch Michael Knight
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OPERATING AGREEMENT
of

FOREST CONSERVATION 2012, LLC
(A Wyoming Limited Liability Company)

DATED: March 16, 2012, Revised - December 7, 2012

THE LLC MEMBERSHIP INTEREST REPRESENTED BY THE OPERATING AGREEMENT HAS NOT BEEN
REGISTERED WITY THE SECURITIES AND EXCHANGE COMMISSION UNDER THE SECURITIES ACT OF 1933,
AS AMENDED, OR UNDER THE WYOMING SECURITIES ACT, OR SIMILAR LAWS OR ACTS OF OTHER STATES

IN RELIANCE UPON.EXEMPTIONS UNDER THOSE ACTS, THE SALE OR OTHER DISPOSITION OF THE
MEMBERSHIP INTEREST IS RESTRICTED

EXHIBIT A
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OPERATING AGREEMENT
OF
FOREST CONSERVATION 2012, LLC

. THIS OP.ERATING AGREEMENT of FOREST CONSERVATION 2012, LLC (the

Company™), a limited liability company organized pursuant to the Wyoming Limited Liability
Company Act, is executed effective as of the date set forth on the cover page of this Agreement, by
and among the Company and the Persons executing this Agreement as the Members and Managers.

ARTICLE']
FORMATION OF THE COMPANY

1.1 Formation. The Company was formed on February 20™ 2012, upon the filing of the
Articles of Organization of the Company with the Wyoming Secretary of State. In consideration of
the mutual promises and covenants contained herein and other good and valuable consideration, the
receipt and sufficiency of which is hereby acknowledged, the parties hereto agree that the rights and
obligations of the parties and the administration and termination of the Company shall be governed

by this Agreement, the Articles of Organization, and the Act.

1.2.  Name. The name of the Company is as set forth on the cover page of this Agreement.
The Managers may change the name of the Company from time to time as they deem advisable,
provided appropriate amendments to this Agreement and the Articles of Organization and necessary

filings under the Act are first obtained,

1.3.  Registered Office and Registered Agent. The Company’s registered office within the
State of Wyoming and its registered agent at such address shall be as determined from time to time
by the Managers.

1.4.  Principal Place of Business. The principal place of business of the Company within
the State of Wyoming shall be at such place or places as the Managers may from time to time deem
necessary or advisable.

LS. Purpose& and Powers.

(8  The purpose and business of the Company shall be act in any lawful business
for which limited liability companies may be organized under the Act.

(b) The Company shall have any and al] powers, which are necessary or desirable
to carry out the purposes and business of the Company, to the extent the same may be legally
exercised by limited liability companies under the Act.

1.6.  Term. The Company’s existence is perpetual, unless the Company is earlier dissolved
and its affairs wound up in accordance with the provisions of this Agreement or the Act.

EXHIBIT A



1.7. Nature of Members’ Interests. The interests of the Members in the Company shall be
personal property for all purposes. Legal title to all Company assets shall be held in the name of the
Company, Neither any Member, nor a successor, representative, or assign of any Member, shall
have any right, title, or interest in or to any Company Property owned by the Company or the right to
partition any Property owned by the Company.

ARTICLE I
DEFINITIONS

2.1 Definitions. The following terms used in this Agreement shall have the following
meanings (unless otherwise expressly provided herein):

“Act” means the Wyoming Limited Liability Company Act, as amended from time to
time.

“Adjusted Capital Account Deficit"” means, with respect to any Member, the deficit
balance, if any, in such Member’s Capital Account as of the end of the relevant fiscal year, after

giving effect to the following adjustments:

(@  Credit to such Capital Account any amounts to which such Member s
obligated to restore or is deemed to be obligated to restore pursuant to the penultimate sentences of
Treasury Regulations Sections 1,704-2(g)(1) and 1.704-2(i)(5); and

(b) Debit to such Capital Account the items described in
Sections 1.704-1(b)(2)(ii)(d)(4), 1.704-1(b)(2)(ii)(d)(5), and 1.704-1(b)(2)(ii)(d)(6) of the Treasury

Regulations.

The foregoing definition of Adjusted Capital Account Deficit is intended to comply with the
provisions of Section 1.704-1(b)(2)(ii)(d) of the Treasury Regulations and shall be interpreted
consistently therewith,

“Adjusted Capital Contributions” means, as of any day, a Member’s Capital
Contributions adjusted as follows:

(a)  Increased by the amount of any Company liabilities which, in
connection with Distributions, are assumed by such Member or are secured by any Company

Property distributed to such Member, and

(b)  Reduced by the amount of cash and the Gross Asset Value of any

Company Property distributed to such Member and the amount of any liabilities of such Member

assumed by the Company or which are secured by any Property contributed by such Member to the
Company.

In the event a Member transfers all or any portion of such Member’s Membership Interest in

accordance with the terms of this Agreement, the transferee shall succeed to the Adjusted Capital
Contribution of the transferor to the extent it relates to the transferred Membership Interest or portion

thereof.
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. “dfjiliate” of a specified Person means (i) any Person directly or indirectly
cont?ollmg, controlled by, or under common control with the specified Person; (ii) any Person
owning or controlling ten percent or more of the outstanding voting securities of the specified
Person; (iii) any officer, director or partner of the specified Person; or (iv) if the specified Person is
an officer, director, or partner, any entity for which the specified Person acts in such capacity.

“Agreement” means this Operating Agreement, as amended from time to time,

‘ “Articles of Organization” means the Articles of Organization of the Company filed
with the Secretary of State, as amended or restated from time to time.

. “Capital Account” means, with respect to any Member, the capital account
maintained for such Member in accordance with Section 5.5 of this Agreement,

“Capital Contribution” means all contributions of cash or property (valued for this
purpose at initial Gross Asset Value) made by a Member or the Member’s predecessor in interest.

“Capital Transaction” means any transactions undertaken by the Company or by any
entity in which the Company owns an interest, which, were it to generate proceeds, would produce
Company Sales Proceeds or Company Refinancing Proceeds,

“(Code " means the Internal Revenue Code of 1986, as amended from time to time
(and any corresponding provisions of succeeding law).

“Company Cash Flow” for any period means the excess, if any, of (A) the sum of
(i) all gross receipts from any source for such period, other than from Company loans, Capital
Transactions, and Capital Contributions, and (ii) any funds released by the Company from previously
established reserves, over (B) the sum of (i) all cash expenses paid by the Company for such period
(including any compensation to the Managers and their Affiliates); (ii) all amounts paid by the
Company in such period on account of the amortization of the principal of any debts or liabilities of
the Company (including loans from any Member); (iii) capital expenditures of the Company; and
(iv) areasonable reserve for future expenditures as provided by Section 11.3; provided, however, that
the amounts referred to in (B) (i), (ii), and (iii)-above shall be taken into account only to the extent
not funded by Capital Contributions, loans or paid out of previously established reserves. Such term
shall also include all other funds deemed available for distribution and designated as Company Cash

Flow by the Managers.
“Company Minimum Gain" means gain as defined in Treasury Regulations Section
1.704-2(d).

“Company Refinancing Proceeds" means (i) the cash realized from the financing or
refinancing of all or any portion of the Property or other Company assets, less the retirement of any
related mortgage ioans and the payment of all expenses relating to the transaction and a reasonable
reserve for future éxpenditures as provided by Section 11.3 and (ii) the Company’s allocable portion
of cash realized by an entity in which the Company owns an interest from such entity financing or
refinancing all or any portion of such entity’s assets, less the retirement of any related mortgage loans

EXHIBIT A



and the’ payment of all expenses relating to such transaction and a reasonable reserve for future
expenditures as provided by Section 11.3.

“Company Sales Proceeds™ means (i) the cash realized from the sale, exchange,
condemnation, casualty, or other disposition of all or any portion of the Property or other Company
assets, less the retirement of any related mortgage loans and the payment of all expenses relating to
the transaction and a reasonable reserve for future expenditures as provided by Sections 11.3 and (ii)
- the Company’s allocable portion of cash realized by an entity in which the Company owns an interest
from the sale, exchange, condemnation, casualty, or other disposition of all or any portion of such
entity’s assets, less the retirement of any related mortgage loans and the payment of all expenses
relating to such transaction and a reasonable reserve for future expenditures as provided by

Section 11.3.

“Depreciation” means, for each Fiscal Year, an amount equal to the depreciation,
amortization, or other cost recovery deduction allowable with respect to an asset for such Fiscal
Year, except that if the Gross Asset Value of an asset differs from its adjusted basis for federal
income tax purposes at the beginning of such Fiscal Year, Depreciation shall be an amount which
bears the same ratio to such beginning Gross Asset Value as the federal income tax depreciation,
amortization, or other cost recovery deduction for such Fiscal Year bears to such beginning adjusted
tax basis; provided, however, that if the adjusted basis for federal income tax purposes of an asset at
the beginning of such Fiscal Year is zero, Depreciation shall be determined with reference to such
beginning Gross Asset Value using any reasonable method selected by the Managers.

“Disinterested Member " means a Member who is not related (within the meaning of

Section 267(b) of the Code or Section 707(b)(1) of the Code) to either the Member whose
Membership Interest is to be transferred as provided in Article VIII or the proposed transferee of

such Membership Interest.

“Distribution” means any money or other property distributed to a Member with
respect to the Member’s Membership Interest, but shall not include any payment to a Member for
materials or services rendered nor any reimbursement to a Member for expenses permitted in

accordance with this Agreement,

“Domestic Proceeding” means any divorce, annulment, separation, or similar
proceeding.

“Encumbrance” means any lien, pledge, encumbrance, collateral assignment, or
hypothecation.

“Fiscal Year” means an annual accounting period ending December 31 of each year
during the term of the Company, unless otherwise specified by the Managers.

“Gains from Capital Transactions’' means the gains realized by the Company as a
result of or upon any sale, exchange, condemnation, or other disposition of capital assets of the
Company or any entity in which the Company shall own an interest (which assets shall include Code
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Section 1231 assets and al] real and personal
‘ property) or as a result of or upon the d
destruction of such capital assets, pon e Smegeto or

. - “Gross Asset Value” means, with respect to any asset, the asset’s adjusted basis for
federal income tax purposes, except as follows:

(@  Theinitial Gross Asset Value of any asset contributed by a Member to
the Company shall be the gross fair market value of such asset, as determined by the contributing
Member and the Managers, provided that, if the contributing Member is a Manager, the
determination of the fair market value of a contributed asset shall be determined by appraisal;

(b)  The Gross Asset Values of all Company assets shall be adjusted to
- equal their respective gross fair market values, as determined by the Managers, as of the following
times: (i) the acquisition of an additional interest in the Company (other than upon the initial
formation of 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; and (iii) the
liquidation of the Company within the meaning of Treasury Regulations Section 1,704-1 ®(R)i(g);
provided, however, that the adjustments pursuant to clauses (i) and (ii) above shall be made only if
the Managers reasonably determine that such adjustments are necessary or appropriate to reflect the
relative economic interests of the Members in the Company;

(c)  The Gross Asset Value of any Company asset distributed to any
Member shall be adjusted to equal the gross fair market value of such asset on the date of
distribution as determined by the distributee and the Managers, provided that, if the distributee is a
Manager, the determination of the fair market value of the distributed asset shall be determined by
appraisal; and

(d)  The Gross Asset Values of Company assets shall be increased (or
decreased) to reflect any adjustments to the adjusted basis of such assets pursuant to Code Sectiqn
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 Treasury Reguilations Section 1.704-1(b)(2)(iv)(m) and
subsections (f) of the definition of Profits and Losses herein and 6,11 hereof; provided, however, that
Gross Asset Values shall not be adjusted pursuant to this subsection (d) hereof to the extent the
Managers determine that an adjustment pursuant to subsection (b) hereof is necessary or appropriafe
in connection with a transaction that would otherwise result in an adjustment pursuant to this

Section (d).
If the Gross Asset Value of an asset has been determined or adjusted pursuant to subsection

(), subsection (b), or subsection (d) hereof, such Gross Asset Value shall thereafter be adjusted by
the Depreciation taken into account with respect to such asset for purposes of computing Profits,

Gains from Capital Transactions, or Losses.

“Majority of Managers " means a combination of Managers constituting more than
fifty percent (50%) of the number of Managers then elected and qualified.
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“Majority in Interest” means a combination of any Members who, in the aggregate,
own more than fifty percent of the Membership Interests of all Members.

“Manager " means each Person executing this Agreement as a Manager, any other
Persc?n thz’xt su?ceeds such Manager, or any other Person elected to act as Manager of the Company as
provided in this Agreement, “Managers" refers to such Persons as a group.

“Member " means each Person designated as a member of the Company on Schedule |
hereto or any other Person admitted as 2 member of the Company in accordance with this Agreement
or the Act. “Members " refers to such Persons as a group.

- “Member Minimum Gain” means an amount, with respect to each Member
Nonrecourse Debt, equal to the Company Minimum Gain that would result if such Member
Nonrecourse Debt were treated as a Nonrecourse Liability, determined in accordance with Treasury
Regulations Section 1.704-2(i).

“Member Nonrecourse Debt” means any nonrecourse debt (for the purposes of
Treasury Regulations Section 1,1001-2) of the Company for which any Member bears the “cconomic
risk of loss,” within the meaning of Treasury Regulations Section 1.752-2.

“Member Nonrecourse Deductions” means deductions as described in Treasury
Regulations Section 1.704-2(i). The amount of Member Nonrecourse Deductions with respect to
Member Nonrecourse Debt for any Fiscal Year equals the excess, if any, of (A) the net increase, if
any, in the amount of Member Minimum Gain attributable to such Member Nonrecourse Debt during
such Fiscal Year, over (B) the aggregate amount of any Distributions during that Fiscal Year to the
Member that bears the economic risk of loss for such Member Nonrecourse Debt to the extent such
Distributions are from the proceeds of such Member Nonrecourse Debt and are allocable to an
increase in Member Minimum Gain attributable to such Member Nonrecourse Debt, determined in

accordance with Treasury Regulations Section 1.704-2(i).

“Membership Interest” means all of a Member’s rights in the Company, including,
without limitation, the Member’s share of the Profits and Losses of the Company, the right to receive
distributions of the Company’s assets, any right to vote, and any right to participate in the
management of the Company as provided in the Act and this Agreement,

“Nonrecourse Deductions” means deductions as set forth in Treasury Regulations
Section 1,704-2(b)(1). The amount of Nonrecourse Deductions for a given Fiscal Year equals the
excess, if any, of (A) the net increase, if any, in the amount of Company Minimum Gain during such
Fiscal Year, over (B) the aggregate amount of any Distributions during such Fiscal Year of proceeds
of a Nonrecourse Liability that are allocable to an increase in Company Minimum Gain, determined
according to the provisions of Treasury Regulations Section 1.704-2(h).

“Nonrecourse Liability " means any Company liability (or portion thereof) for which
no Member bears the “economic risk of loss,” within the meaning of Treasury Regulations

Section 1.752-2,
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“Percentage Interest” means the percentage, which the Capital Contributions of a
Meml.ner t.o the Company bears to the Capital Contributions of all Members. The initial Capital
Contribution of each Member is set forth opposite such Member’s name on Schedule I hereto.

“Person” means an individual, a trust, an estate, a domestic corporation, a foreign
corporation, a professional corporation, a partnership, a limited partnership, a limited liability.
company, a foreign limited liability company, an unincorporated association, or another entity.

“Profits” and “Losses" means, for each Fiscal Year, an amount equal to the
Company’s taxable income or loss for such year or period (excluding Gains from Capital
Transactions), determined in accordance with Code Section 703(a) (for this purpose, 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:

(@  Anyincome of the Company that is exempt from federal income tax
and not otherwise taken into account in computing Profits and Losses pursuant to this definition
(excluding Gains from Capital Transactions) 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 Treasury
Regulations Section 1.704-1(b)(2)(iv)(i), and not otherwise taken into account in computing Profits
or Losses shall be subtracted from such taxable income or loss; '

(¢)  Intheeventthe Gross Asset Value of any Company asset is adjusted
pursuant to Subsection (i) or (iii) of the definition of Gross Asset Value hereof, the amount of such
adjustment shall be taken into account as gain or loss from the disposition of such asset for purposes

of computing Profits or Losses;

(d)  Gain or loss resulting from any disposition of Company Property with
respect to which gain or loss is recognized for federal income tax purposes shall be computed by
reference to the Gross Asset Value of the property disposed of, notwithstanding that the adjusted tax
basis of such property differs from its Gross Asset Value;

(¢)  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 fiscal year or other period, computed in accordance with the definition

of Depreciation sct out hereof;

()  Tothe extent an adjustment to the adjusted tax basis of any Company
asset pursuant to Code Section 734(b) or Code Section 743(b) is required pursuant to Treasury
Regulations Section 1.704-1(b)(2)(iv)(m)(4) to be taken into account in determining Capital
Accounts as a iesult of a distribution other than in liquidation of a Member’s interest in the
Company, the amount of such adjustment shall be treated as an item of gain (if the adjustment
increases the basis of the asset) or loss (if the adjustment decreases the basis of the asset) from the
disposition of the asset and shall be taken into account for purposes of computing Profits or Losses;
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. .(g) Notxyiﬂxstanding any other provision of this definition of Profits and
Losses, any items, which are specially allocated pursuant to Sections 6.2, 6.3, 6.7, 6.8, 6.9, 6.10,
6.11, or 6.12 hereof shall not be taken into account in computing Profits or Losses.

| ' The amounts qf the items of Company income, gain, loss or deduction available to be
specxal}y allocated pursuant to Sections 6.2, 6.3, 6.7, 6.8, 6.9, 6.10, 6.11 or 6.12 hereof shall be
determined by applying rules analogous to those set forth in Sections (a) through (f) above.

' ".Prope.rty " means (i) any and all property acquired by the Company, real and/or
personal (including, without limitation, intangible property) and (ii) any and all of the improvements
constructed on any real property.

.‘:'Secretary of State” means the Secretary of State of Wyoming.

“Tax Matters Partner " means such Member designated as the “tax matters partner,”
as that term is defined in the Code and Treasury Regulations.

, “Transfer” means sell, assign, transfer, lease, or otherwise dispose of property,
including, without limitation, an interest in the Company.

“Treasury Regulations” means the Income Tax Regulations and Temporary
Regulations promulgated under the Code, as such regulations may be amended from time to time
(including corresponding provisions of succeeding regulations).

ARTICLE 1II
MANAGEMENT OF THE COMPANY

3.1.  The Managers. Except as otherwise may be expressly provided in this Agreement,
the Articles of Organization, or the Act, all decisions with respect to the management of the business
and affairs of'the Company shall be made by action of a Majority of the Managers taken at a meeting
or evidenced by a written consent executed by a Majority of the Managers. Meetings of the
Managers may be held on such terms and after such notice as the Managers may establish. The
Managers shall have full and complete authority, power, and discretion to manage and control the
business of the Company, to make all decisions regarding those matters, and to perform any and all
other acts customary or incident to the management of the Company’s business, except only as to
those acts as to which approval by the Members is expressly required by the Articles of
. Organization, this Agreement, the Act, or other applicable law. The Managers may delegate
responsibility for the day-to-day management of the Company to any individual Manager or Person
retained by the Managers, who shall have and exercise on behalf of the Company all powers and
rights necessary or convenient to carry out such management responsibilities.

3.2.  Limitations on Power and Authority of Managers. Without the consent of all the
Members, the Managers shall have no authority to do any of the following:

(é) Any act in contravention of this Agreement;
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(b)  Anyact which would make it impossible to carry on the ordinary business of
the Company; or

(¢)  Possess Property of the Company or assign the Company’srights in specific
Property for other than Company purposes.

3.3. Compensation and Expenses, The Managers shall not receive any compensation from
the Company for serving as Managers, but the Company will reimburse Managers for expenses
incurred by the Managers in connection with their service to the Company, Nothing contained in this
Section 3.3 is intended to affect the Percentage Interests of Managers who are also Members or the
amounts that may be payable to the Managers by reason of their respective Percentage Interests,

3.4, Indemnification of Managers. The Company shall indemnify the Managers to the
fullest extent permitted or required by the Act, as amended from time to time, and the Company may
advance expenses incurred by 2 Manager upon the approval of the remaining Managers and the
receipt by the Company of the signed statement of such Manager agreeing to reimburse the Company
for such advance in the event it is ultimately determined that such Manager is not entitled to be
indemnified by the Company against such expenses. The provisions of this Section 3.4 shall apply
also to any Person to whom the Managers have delegated management authority as provided in
Section 3.1, whether or not such Person is a Manager or Member.

3.5.  Limitation on Liability. No Manager of the Company shall be liable to the Company
for monetary damages for'an act or omission in such Person’s capacity as a Manager, except as
provided in the Act for (i) acts or omissions which a Manager knew at the time of the acts or
omissions were clzarly in conflict with the interests of the Company; (ii) any transaction from which
a Manager derived an improper personal benefit; or (iii) acts or omissions occurring prior to the date
this provision becomes effective. If the Act is amended to authorize further elimination of or
limitations on the liability of Managers, then the liability of the Managers shall be eliminated or
limited to the fullest extent permitted by the Act as so amended. Any repeal or modification of this
Section shall not adversely affect the right or protection of a Manager existing at the time of such
repeal or modification. The provisions of this Section 3.5 shall apply also to any Person to whom the
Managers have delegated management authority as provided in Section 3.1, whether or not such

Person is a Manager or Member.

3.6.  Liability for Return of Capital Contribution, The Managers shall not be liable for the
return of the Capital Contributions of the Members, and upon dissolution, the Members shall look

solely to the assets of the Company.

ARTICLE IV’
RIGHTS AND OBLIGATIONS OF MEMBERS

4.1.  Names and Interests of Members. The names and Membership Interests of the
Members are as reflected in Schedule [ attached and incorporated by reference.
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42, No Management by Members. The Members may serve as Managers if duly elected,
hou./ever, Members may not take part in the management or control of the business, nor transact any
business for the Company, nor shall they have power to sign for or to bind the Company unless they
are an elected manager.

' 4.3.  Election of Managers. The Members shall have the power by the action of a Majority
in Interest to elect a Person to serve as a Manager to replace any Manager no longer able to serve in
such capacity due to such Manager’s death, resignation or the vote of a Majority in Interest of the
Members to remove such Manager.

4.4.  Action by Members, Any action to be taken by the Members under the Act or this
Agreement may be taken (i) at a meeting of Members held on such terms, and after such notice as the
Managers may establish; provided, however, that notice of a meeting of Members must be given to
all Members entitled to vote at the meeting at least five (5) days before the date of the meeting or (ii)
by written action of a Majority in Interest of the Members; provided, however, that any action
requiring the consent of all Members under this Agreement, the Act, or other applicable law taken by
* written action must be signed by all Members. A Member may vote in person or by written proxy
filed with the Company before or at the time of the meeting. Notice is not necessary of action
proposed by written action, or an approval given by written action, unless specifically required by
this Agreement, the Act, or other applicable law. Such written actions must be kept with the records

of the Company.

4.5.  Limited Liability. The Members shall not be required to make any contribution to the
capital of the Company except as set forth in Article V, nor shall the Members in their capacity as
such be bound by, or personally liable for, any expense, liability, or obligation of the Company
except to the extent of their interest in the Company and the obligation to return Distributions made
to them under certain circumstances as required by the Act. The Members shall be under no
obligation to restore a deficit capital account upon the dissolution of the Company or the liquidation

of any of their Membership Interests.

4.6.  Bankruptcy or Incapacity of a Member, A Member shall cease to have any powerasa
Member or a Manager, any voting rights or rights of approval hereunder upon death, bankruptcy,
insolvency, dissolution, assignment for the benefit of creditors, or legal incapacity; and each
Member, its personal representative, estate, or successor upon the occurrence of any such event shall
have only the rights, powers, and privileges of a transferee enumerated in Section 8.4 and shall be
liable for all obligations of such Member under this Agreement. In no event, however, shall a
personal representative or successor become a substitute Member unless the requirements of

Section 8.3 are satisfied.
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ARTICLE YV
CAPITAL CONTRIBUTIONS AND LoANs

5.1. Initial Capital Contributions. Contemporaneously with the execution of this
Agreement, the Members have each contributed cash to the Company in the respective amounts set
forth as the initial Capital Contribution opposite their names on Schedule I attached hereto, All
Members must be accredited investors.

5.2.  Additional Funds. Inthe event that the Managers determine at any time (or from time
to time) that additional funds are required by the Company for or in respect of its business or to pay
any of its obligations, expenses, costs, liabilities, or expenditures (including, without limitation, any
operating deficits), then the Managers, in their sole discretion, may borrow all or part of such
additional funds on behalf of the Company, with interest payable at then-prevailing rates, from one
or more of the Managers, Members, or from commercial banks, savings and loan associations, or
other commercial lending institutions.

5.3.  Additional Capital Contributions. If the Managers determine that additional funds are
required for the purposes set forth in Section 5.2 of this Agreement and that all or any portion of such
additional funds should be contributed to the Company as additional Capital Contributions, the
Managers may propose to the Members that the Members make additional Capital Contributions.
Upon unanimous agreement of the Members to make such additional Capita! Contributions, the
Members shall make the necessary additional Capital Contributions to the Company in proportion to

their respective Percentage Interests.

5.4.  No Interest on Capital Contributions. No interest shall be paid on any contribution to
the capital of the Company.

5.5.  Capital Accounts. A Capital Account shall be established for each Member and shall
be credited with each Member's initial and any additional Capital Contributions. All contributions
of property to the Company by a Member shall be valued and credited to the Member’s Capital
Account at such property’s Gross Asset Value on the date of contribution. All distributions of
property to a Member by the Company shall be valued and debited against such Member’s Capital
Account at such property’s Gross Asset Value on the date of distribution. Each Member’s Capital
Account shall at all times be determined and maintained pursuant to the principles of this Section 5.4
and Treasury Regulations Section 1.704-1(b)(2)(iv). Each Member’s Capital Account shall be
increased in accordance with such Treasury Regulations by:

) The amount of Profits allocated to the Member pursuant to this Agreement,;
(ii)  The amount of all Gains from Capital Transactions allocated to the Member
pursuant to this Agreement; and

(iii)  The amount of any Company liabilities assumed by the Member or which any
Company Property secures by distributed to such Member.
Each Member's capital account shall be decreased in accordance with such Treasury
Regulations by:
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@) The amount of Losses allocated to the Member pursuant to this Agreement;

. (i)  The amount of Company Cash Flow distributed to the Member pursuant to
this Agreement;

o (ili)  The amount of Company Sales Proceeds and Company Refinancing Proceeds
distributed to the Member pursuant to this Agreement; and

. (iv)  The amount of any liabilities of the Member assumed by the Company or
which are secured by any property contributed by such Member to the Company.

In addition, each Member’s Capital Account shall be subject to such other adjustments as
may be required in order to comply with the capital account maintenance requirements of
Section 704(b) of the Code. In the event that the Managers shall determine that it is prudent to
modify the manner in which the Capital Accounts, or any debits or credits thereto (including, without
limitation, debits or credits relating to liabilities that are secured by contributed or distributed
property or that are assumed by the Company or the Members), are computed in order to comply
with such Treasury Regulations, the Managers may make such modification, provided that it is not
likely to have a material effect on the amounts distributable to any Member upon dissolution of the
Company. The Managers also shall (i) make any adjustments that are necessary or appropriate to
maintain equality between the Capital Accounts of the Members and the amount of Company capital
reflected on the Company’s balance sheet, as computed for book purposes, in accordance with
Treasury Regulations Section 1.704-1(b)(2)(iv)(g) and (ii) make any appropriate modifications in the
event unanticipated events might otherwise cause this Agreement not to comply with Treasury

Regulations Section 1.704-1(b).

ARTICLE VI
ALLOCATIONS, ELECTIONS, AND REPORTS

6.1.  Profits and Losses,

(@)  Except as otherwise provided herein, Profits and Losses of the Company and
all items of tax credit and tax preference shall be allocated among the Members in accordance with
their respective Percentage Interests. In the event the Percentage Interests vary during any Fiscal
Year, Profits and Losses and all items of tax credit and tax preference for such Fiscal Year shall be
allocated among the Members on a daily basis in accordance with their varying Percentage Interests

during the Fiscal Year.

(b)  Losses allocated pursuant to this Section 6.1 shall not exceed the maximum
amount of Losses that can be so allocated without causing any Member to have an Adjusted Account
Capital Account Deficit at the end of any Fiscal Year. In the event some but not all of the Members
would have Adjusted Capital Account Deficits as a consequence of an allocation of Losses pursuant
to this Section 6.1, the limitation set forth in this Section 6.1 shall be applied on a Member by
Member basis so as to allocate the maximum possible Losses to each Member under

Section 1.704-1(b)(2)(ii)(d) of the Treasury Regulations.
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62 Nonrecour.s:e Deductions. Nonrecourse Deductions shall be allocated among the
Members in accordance with their respective Percentage Interests.

6.3. © Member Nonrecourse Deductions. Any Member Nonrecourse Deductions shall be
specially allocated to the Member who bears the economic risk of loss with respect to the Member
Nonrecourse Debt to which such Member Nonrecourse Deductions are attributable in accordance
with Treasury Regulations Section 1.704-2(i).

6.4.  Allocations Between Transferor and Transferee. In the event of the transfer of all or
any part of a Member’s Membership Interest (in accordance with the provisions of this Agreement)
atany time other than at the end of a Fiscal Year, or the admission of a new Member (in accordance
with the terms of this Agreement), the transferring Member or new Member’s share of the
Company’s income, gain, loss, deductions, and credits, as computed both for accounting purposes
and for federal income tax purposes, shall be allocated between the transferor Member and the
transferee Member, or the new Member and the other Members, as the case may be, in the same ratio
as the number of days in such Fiscal Year before and afier the date of the transfer or admission;
provided, however, that if there has been a sale or other disposition of the assets of the Company (or
any part thereof) during such Fiscal Year, then upon the mutual agreement of all the Members
(excluding the new Member and the transferring Member), the Company shall treat the periods
before and after. the. date of the transfer or admission as separate Fiscal Years and allocate the
Company’s net income, gain, net loss, deductions, and credits for each of such deemed separate
Fiscal Years. Notwithstanding the foregoing, the Company’s “allocable cash basis items,” as that
term is used in Section 706(d)(2)(B) of the Code, shall be allocated as required by Section 706(d)(2)

of the Code and the Treasury Regulations thereunder.

6.5. Gg:’ns from Capital Transactions. Gains from Capital Transactions during any Fiscal
Year shall be allocated as follows:

(8)  First, to those Members whose Capital Accounts immediately prior to the
Capital Transaction were negative, in an amount sufficient to increase the Capital Accounts to zero,
but in the event sufficient gain is not recognized to do so, then among them pro rata in proportion to

their negative Capital Accounts;

(b)  Second, to the Members in an amount equal to the difference between the
Company Sales Proceeds to be distributed to each of the Members as provided in Section 7.3 and the
Capital Accounts of each respective Member as adjusted (if necessary) by paragraph (a) above, but in
the event sufficient gain is not recognized to do so, then among the Members in an amount which,
when credited to the Capital Accounts of the Members, results in the Members’ Capital Accounts’
bearing the same ratio to one another as the ratio of the distribution of Company Sales Proceeds to
each of the Members, as provided in Section 7.3; and thereafter

() Any remaining gain shall be allocated among the Members in accordance with
their respective Percentage Interests as of the date of the Capital Transaction giving rise to the gain.

6.6.  Contributed Property. In accordance with Code Section 704(c) and the Treasury
Regulations thereunder, income, gain, loss, and deduction with respect to any property contributed to
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the capital of the Comgany shall, solely for tax purposes, be allocated among the Members so as to
?ake account of any variation between the adjusted basis of such property to the Company for federal
Income tax purposes and its initial Gross Asset Value at the time of contribution.

In the event the Gross Asset Value of any Company asset is adjusted pursuant to the
definition of Gross Asset Value hereof, subsequent allocations of income, gain, loss, and deduction
with respect to such asset shall take account of any variation between the adjusted basis of such asset
for federal income tax purposes and its Gross Asset Value in the same manner as under Code
Section 704(c) and the Treasury Regulations thereunder,

The Managers in any manner that reasonably reflects the purpose and intention of this
Agreement shall make any elections or other decisions relating to such allocations. Allocations
pursuant to this Section 6.6 are solely for purposes of federal, state, and local taxes and shall not
affect, or in any way be taken into account in computing, any Member's Capital Account or share of
Profits, Losses, other items, or Distributions pursuant to any provision of this Agreement.

6.7.  Minimum Gain Chargeback. If there is a net decrease in Company Minimum Gain
during any Fiscal Year, each Member shall be specially allocated items of Company income and gain
for such year (and, if necessary, subsequent years) in an amount equal to such Member’s share of the
net decrease in Company Minimum Gain, determined in accordance with Treasury Regulation
Section 1.704-2(g). Allocations pursuant to the previous sentence shall be made in proportion to the
respective amounts required for allocation to each Member pursuant thereto, The items to be so
allocated shall be determined in accordance with Treasury Regulations Sections 1.704-2(f) and
1,704-2()(2). This Section 6.7 is intended to comply with the minimum gain chargeback
requirement in Treasury Regulation 1.704-2(f) and shall be interpreted consistently therewith.

6.8.  Member Minimum Gain Chargeback. If there is a net decrease in Member Minimum
Gain attributable to a Member Nonrecourse Debt, as defined in Treasury Regulations
Section 1.704-2(i)(4), during any Fiscal Year, each Member who has a share of the Member
Minimum Gain. attributable to such Member Nonrecourse Debt, determined in accordance with
Treasury Regulations Section 1.704-2(i)(5), shall be specially allocated items of Company income
and gain for such Fiscal Year (and, if necessary, subsequent Fiscal Years) in an amount equal to such
Member’s share of the net decrease in Member Minimum Gain attributable to such Member
Nonrecourse Debt, determined in accordance with Treasury Regulations Section 1.704-2(i)(4) and
(5). Allocations pursuant to the previous sentence shall be made in proportion to the respective
amounts required for allocation to each Member pursuant thereto. The items to be so allocated shall
be determined in accordance with Treasury Regulations Section 1.704-2(1)(4). This Section 6.8 is
intended to comply with the Member Minimum Gain Chargeback requirement in Treasury
Regulations Section 1,704(i)(4) and shall be interpreted consistently therewith,

6.9. Qualified Income Offset. If any Member unexpectedly receives an adjustment,
allocation, or distribution as described in Treasury Regulations Section 1,704-1(b)(2)(1i)(d)(4)
through (6) which causes or increases a deficit capital account balance in such Member's Capital
Account (as determined in accordance with such Regulations) items of Company income and gain
shall be specially allocated to each such Member in an amount and manner sufficient to eliminate, to
the extent required by the Treasury Regulations, the Adjusted Capital Account Deficit of such
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Member as quickly as possible, provided that an allocation pursuant to this Section 6.9 shall be made
if and only to the extent that such Member would have an Adjusted Capital Account Deficit after all
other allocations provided for in this Article VI have been tentatively made as if this Section 6.9
were not in the Agreement, This provision is intended to be a “qualified income offset,” as defined
in Treasury Regulation Section 1.704-1 (b)(2)(ii)(d), such Treasury Regulations being specifically
incorporated herein by reference.

6.10. Gross Income Allocation. Inthe event any Member has a deficit Capital Account at
the end of any Coimpany Fiscal Year which is in excess of the sum of (i) the amount such Member is
obligated to restore and (ii) the amount such Member is deemed to be obligated to restore pursuant to
the penultimate sentences of Treasury Regulations Sections 1.704-2(g)(1) and 1.704-2(31)(5), each
such Member shall be specially allocated items of Company income and gain in the amount of such
excess as quickly as possible, provided that an allocation pursuant to this Section 6.10 shall be made
if and only to the extent that such Member would have a deficit Capital Account in excess of such
sum afier all other allocations provided for in this Article VI have been tentatively made as if this
Section 6.10 and Section 6.9 hereof were not in this Agreement.

6.11. Section 754 Adjustment. To the extent an adjustment to the adjusted tax basis of any
Company asset pursuant to Code Section 734(b) or Code Section 743(b) is required, pursuant to
Treasury  Regulations  Section  1.704-1(b)(2)(iv)(m)(2) or Treasury Regulations
Section 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 the Capital Accounts shall be treated as an item of gain
(if the adjustment increases the basis of the asset) or loss (if the adjustment decreases such basis) and
such gain or loss shall be specially allocated to the Members in accordance with their interests in the
Company in the event that Treasury Regulations Section 1.704-1(b)(2)(iv)(m)(2) applies, or to the
Members to whom such Distribution was made in the event that Treasury Regulations

Section 1.704-1(b)(2)(iv)(m)(4) applies.

6.12. Curative Allocations. The allocations set forth in Sections 6.1(b), 6.2, 6.3, 6.7, 6.8,
6.9, 6.10, 6.11 hereof (the “Regulatory Allocations™) are intended to comply with certain
requirements of the Treasury Regulations. It is the intent of the Members that, to the extent possible,
all Regulatory Allocations shall be offset either with other Regulatory Allocations or with special
allocations of other items of Company income, gain, loss or deduction pursuant to this Section 6.12.
Therefore, notwithstanding any other provision of this Article VI (other than the Regulatory
Allocations), the Managers shall make such offsetting special allocations of Company income, gain,
loss, or deduction in whatever manner they determine appropriate so that, after such offsetting
allocations are made, each Member’s Capital Account balance is, to the extent possible, equal to the
Capital Account balance such Member would have had if the Regulatory Allocations were not part of
the Agreement and al] Company items were allocated pursuant to Sections 6.1(a). In exercising their
discretion under this Section 6.12, the Managers shall take into account future Regulatory
Allocations under Sections 6.7 and 6.8 that, although not yet made, are likely to offset other
Regulatory Allocations previously made under Sections 6.2 and 6.3.

6.13. Compliance with Treasury Regulations. The above provisions of this Article VI
notwithstanding, it is specifically understood that the Managers may, without the consent of any
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Membcfs, makg S}lch .elections, tax allocations, and adjustments as the Managers deem necessary or
appropriate to maintain to the greatest extent possible the validity of the tax allocations set forth in
this Agreement, particularly with regard to Treasury Regulations under Code Section 704(b).

6.14.  Tax Withholding. The Company shall be authorized to pay, on behalf of any Member,
any amounts to any federal, state, or local taxing authority, as may be necessary for the Company to
f:omply with tax withholding provisions of the Code or the Wyoming General Statutes or other
Income tax or revenue laws of any taxing authority. To the extent the Company pays any such
amounts that it may be required to pay on behalf of a Member, such amounts shall be treated as a
K/{aSh lI))istribution to such Member and shall reduce the amount otherwise distributable to such

ember.

ARTICLE V1i
DISTRIBUTIONS

7.1, Company Cash Flow. The Company Cash Flow for each Fiscal Year, to the extent
available, shall be distributed to the Members at such times as are determined by the Managers in
accordance with the Members’ respective Percentage Interests,

1.2, Company Refinancing Proceeds. Company Refinancing Proceeds, to the extent
available, shall be distributed to the Members within thirty (30) days of the Capital Transaction
giving rise to such proceeds, or earlier in the discretion of the Managers, in accordance with the

Members’ respective Percentage Interests.

7.3.  Company Sales Proceeds. Company Sales Proceeds, to the extent available, shall be
distributed to thé Members within thirty (30) days of the Capital Transaction giving rise to such
proceeds, or earlier in the discretion of the Managers, in accordance with the Members' respective

Percentage Interests,

7.4.  Distributions in Liquidation. Upon liquidation of the Company, all of the Comgany’s
Property shall be sold as provided in Section 10.2 and Profits and Losses allocated accord;n.gly.
Proceeds from the liquidation of the Company shall be distributed in accordance with the provisions

of Section 10.2.

7.5, Limitation upon Distributions. No Distribution shall be declared and paid if payment
of such Distribution would cause the Company to violate any limitation on Distributions provided in

the Act.

ARTICLE VIII
TRANSFER OF INTERESTS AND ADMISSION OF MEMBERS

8.1.  Restrictions on Transfer. Without the prior written consent of a Majority in Interest
of the Disinterested Members (which consent may be given or withheld in their sole discretion),
(@) no Member may voluntarily or involuntarily Transfer, or create or suffer to exist any
Encumbrance against, all or any part of such Member’s record or beneficial interest in the Company
and (b) no Person may be admitted to the Company as a Member, Except for withdrawals in
connection with a Transfer of a Membership Interest permitted by this Agreement, no Member may
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:I/Iithdgaw from the Company without the consent of the Majority in Interest of the Disinterested
embers,

'8.2. Conditions Precedent to Transfers. Any purported Transfer or Encumbrance
Pthcmse complying with Section 8.1 will be ineffective until the transferor and transferee of the
. Interest furnish to the Company the instruments and assurances the Managers may request, including,
without limitation, if requested, an opinion of counsel satisfactory to the Company that the interest in
the Company being Transferred or Encumbered has been registered or is exempt from registration
under the Securities Act of 1933, as amended (the “Securities Act™), and applicable state securities
laws. No Transfer or Encumbrance will be effective if it would result in the “termination” of the
Company under Section 708 of the Code unless all of the Managers give their prior written consent
to the Transfer or Encumbrance. If a Manager is a transferor, the approval required by this
Section 8.2 will be the approval of a Majority in Interest of the Disinterested Members.

8.3, Substituted Members. No assignee or transferce of a Membership Interest shall be
admitted as a substituted Member of the Company unless, in addition to compliance with the
conditions set forth in Section 8.2, all of the following conditions are satisfied:

(a) The assignee or transferee has executed and delivered all documents deemed
appropriate by the Managers to reflect such Person’s admission to the Company and agreement to be

bound by this Agreement;

(b) A Majority in Interest of the Disinterested Members shall have _consented in
writing to such substitution, the granting or denial of which shall be in the sole discretion of such
Disinterested Members; and

(c)  Ifrequested by the Managers, payment has been made to the Company of all
costs and expenses of admitting such transferee or assignee as a substituted Member.

8.4. Rights of Transferece. Unless admitted to the Company in accordance with
Section 8.3, the transferee of a Membership Interest or a part thereof shall not be entitled to any of
the rights, powers, or privileges of its predecessor in interest, except that such transferee shall be
entitled to receive and be credited or debited with its proportionate share of Profits, Losses, Gains
from Capital Transactions, Company Cash Flow, Company Sales Proceeds, Company Refinancing

Proceeds, and Distributions in liquidation.

ARTICLE IX
Buy-SELL
9.1.  Buy-Sell. Each of the following events shall constitute a “Buy-Sell Event” under this
Agreement:
(a) The death, declaration of legal incompetence or dissolution and winding up of

a Member;

(b) A judicial determination of the insolvency of any Member;
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(c)  Any filing of a petition or suit under the bankruptey laws b inst
Member that is not dismissed within sixty (60) days; ptcy Yy or against a

(d)  Any purported voluntary or involuntary Transfer or Encumbrance ofall or any
part of 2 Member’s Membership Interest in 2 manner not expressly permitted by this Agreement;

o (¢)  Any material breach of this Agreement by a Member, which is not cured
within ten (10) days after written notice of such breach, is given to the Member by the Company;

® Any instance in which the spouse of a Member commences against a Member,
or a Member is named in, a Domestic Proceeding; or

(8) Any withdrawal by a Member from the Company other than as may be
expressly permitted by this Agreement,

9.2.  Buy-Sell Notice. Upon the occurrence of a Buy-Sell Event, the Member to whom
such event has occurred (the “Withdrawing Member™), or its executor, administrator, or other legal
representative in the event of death or declaration of legal incompetency, shall give notice of the
Buy-Sell Event (the “Buy-Sell Notice”) to the other Members within ten (10) days after its
occurrence. Ifthe Withdrawing Member fails to give the Buy-Sell Notice, any other Member (other
than a Withdrawing Member) may give the notice at any time thereafter and by so doing commence
the buy-sell procedure provided for in this Article IX.

9.3.  Member's Purchase Option. Upon the occurrence of a Buy-Sell Event, each of the
Members, except the Withdrawing Member and any other Withdrawing Member, shall have an
option to purchase (the “Purchase Option™) the Withdrawing Member’s Membership Interest at
Closing on the terms and conditions set forth in this Article IX. This right will be allocated among
the Members who elect to purchase (the “Purchasing Members”) in the proportion they mutually
agree upon, or, in the absence of agreement, in the ratio that each of the Purchasing Member’s
Percentage Interest bears to the aggregate Percentage Interests of all Purchasing Members, The
Purchasing Members must give notice of their election to exercise their Purchase Option to the
Withdrawing Member and all other Members within thirty (30) days following delivery of the Buy-

Sell Notice.

9.4.  Assignment of Purchase Option. If, at the occurrence of a Buy-Sell Event, there exist
only two (2) then-current Members (including the Withdrawing Member), the Member that is not
withdrawing shall have the option during the thirty (30) day period set forth in Section 9.3 to assign
all or part of its Purchase Option to any Person other than the Withdrawing Member (the “Purchase
Option Assignee™) by notifying the Withdrawing Member and the Company of such assignment in
writing. After delivery of such notice, the Purchase Option Assignee shall have the option to
purchase the Withdrawing Member’s Membership Interest (to the extent so assigned) on the same
terms and conditions as would apply to the Member from which the Purchase Option was assigned;
provided, however, that the Purchase Option Assignee shall not have the rights of assignment set
forth in this Section 9.4, Notwithstanding any other provision of Article VIII or this Article IX, any.
Purchase Option Assignee which exercises its Purchase Option, as provided herein, (i) shall only
have those rights as specified in Section 8.4 above, (ii) shall not be admitted as a substitute Member
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}vithout full comPlianc.e with Section 8.3 and (jii) shall be subject to the Buy-Sell restrictions
imposed unde.:r this Article IX. In the event the Purchase Option Assignee does not exercise the
Purchase Option, the Purchase Option Assignee shall have no further rights under this Agreement.

9.5.  Agreement on Valuation. Unless otherwise agreed in writing by the purchaser(s) and
sel‘}er within sixty (60) days of the receipt of a Buy-Sell Notice, the purchase price for the
Withdrawing Member's Membership Interest shall be determined by a single appraisal of the value
of the Withdrawing Member’s Membership Interest, as of the date the Buy-Sell Event occurred,
made by an appraiser agreed upon by the purchaser(s) and seller, which appraisal shall be final. If
the parties cannot agree on a single appraiser, three (3) appraisers, one of which is selected by the
purchaser(s), shall determine the purchase price one selected by the seller, and the third selected by
the two appraisers. The value determined as of the date of the Buy-Sell Event by a majority of the
appraisers will be final, The costs of appraisal shall be borne equally between the purchaser(s) as a
group and the scller. The purchase price to be paid for the Withdrawing Member’s Membership
Interest will be reduced by the amount of any distributions made by the Company to the
Withdrawing Member from the date the Buy-Sell Event occurred with respect to the Withdrawing

Member to the Closing.

9.6.  Closing. The closing (the “Closing”) of the purchase of any Membership Interest
pursuant to this Article IX shall take place on the date agreed upon by the purchaser(s) and seller, but
not later than ninety (90) days after the delivery of the Buy-Sell Notice. The purchase price for each
Membership Interest being purchased will be payable in full in cash at Closing. The purchase price
will bear interest from the date of the occurrence of the Buy-Sell Event until the Closing at an
interest rate equal to the prime rate of interest charged by Wachovia Bank, N.A., last published prior
to the occurrence of the Buy-Sell Event. Upon payment of the purchase price, the Member selling its
Membership Interest shall execute and deliver such assignments and other instruments as may be
reasonably necessary to evidence and carry out the transfer of its Membership Interest to the
purchaser(s). Inconnection with the sale of any Membership Interest under this Article IX, unless
otherwise agreéd by the purchaser(s) and seller, the purchaser(s) will assume the seller’s allocable
portion of Company obligations to the extent related to the transferred interest as well as the seller’s
individual obligations to the extent related to the transferred iriterest, other than income tax liabilities
of the seller. Notwithstanding any other provision of Article VIII or this Article IX, any transferee,
assignee, or purchaser of a Member’s interest, as provided herein, shall only have those rights as
specified in Section 8.4 above, and shall not be admitted as a substitute Member without full

compliance with Section 8.3.

9.7.  Effect of the Rule Against Perpetuities, Notwithstanding any other provision of this

- Agreement, all options and rights to purchase or sell created by this Agreement shall expire on the

later of (a) twenty-one (21) years after the death of the last remaining child, living.as of the date of

this Agreement, of any Member who is a member of the Company at the time of its organization, or

(b) twenty-one .(21) years after the death of the last to die of the individual Members who are
members of the Company at the time of its organization. :

9.8.  Effect on Withdrawing Member's Interest. From the date of the occurrence of the
Buy-Sell Event to the earlier of (i) ninety (90) days after the delivery of the Buy-Sell Notice, or (ii)
the date of the Transfer of the Withdrawing Member’s Membership Interest at Closing under this
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Afticle IX, the Percentage Interest represented by the Withdrawing Member’s Membership Interest

will 'be excluded from any calculation of aggregate Percentage Interests for purposes of any approval

required of Members under this Agreement, Without limiting the generality of any other provision

of this Agreement, upon the exercise of the Purchase Option, the Withdrawing Member, without

further action, will have no rights in the Company or against the Company, any Member or any

iAﬂaP?gaI)é)mer than the right to receive payment for its Membership Interest in accordance with this
icle IX.

9.9.  Failure to Exercise Purchase Option. In the event the Members or Purchase Option
Assignee, if any, do not exercise their Purchase Options, the Withdrawing Member or its executor,
administrator, or other legal representative in the event of death or declaration of legal incompetency,
may transfer its economic rights in the Membership Interest of the Withdrawing Member to any
Person; provided, however that any transferee of the Withdrawing Member’s Membership Interest,
as provided herein, (i) shall only have those rights as specified in Section 8.4, (ii) shall not be
admitted as a substitute Member without full compliance with Section 8.3 and (i) shall be subject to
the Buy-Sell restrictions imposed under this Article IX.

ARTICLE X
DISSOLUTION AND LIQUIDATION OF THE COMPANY

10.1. Dissolution Events. The happening of an event of withdrawal with respect to a
Member shall not cause the dissolution of the Company. The Company will only be dissolved upon
the happening of any of the following events:

(a) All or substantially all of the assets of the Company are sold, exchanged, or
otherwise transferred (unless the Managers notify the Members that they have elected to continue the
business of the Company, in which event the Company will continue until the Managers give notice

that they elect to dissolve the Company);

(L)  All Members sign a document stating their election to dissolve the Company;

(¢c)  The entry of a final judgment, order, or decree of a court of competent
jurisdiction adjudicating the Company to be bankrupt and the expiration without appeal of the
period, if any, allowed by applicable law in which to appeal;

(d)  Theentry of a decree of judicial dissolution or the issuance of a certificate for
administrative dissolution under the Act.

10.2. Liquidation. Upon the happening of any of the events specified in Section 10.1, the
Managers, or any liquidating trustee elected by the Members, will commence as promptly as
practicable to wind up the Company’s affairs unless the Managers or the liquidating trustee (either,
the “Liquidator”) determines that an immediate liquidation of Company assets would causé undue
loss to the Company, in which event the liquidation may be deferred for a time determined by the
Liquidator to be appropriate. Assets of the Company may be liquidated or distributed in kind, as the
Liquidator determines to be appropriate. The Members will continue to share Company Cash Flow,
Profits, and Losses during the period of liquidation in the manner set forth in Articles VI and VIL.
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The proceeds from liquidation of the Company, including repayment of any debts of Members to the
Confpan.y, and any Company assets that are not sold in connection with the liquidation will be
applied in the following order of priority:

. (a). 'I:o payment of the debts and satisfaction of the other obligations of the
Company, including, without limitation, debts and obligations to Members;

. (b)  Tothe establishment of any reserves deemed appropriate by the Liquidator for
any liabilities or obligations of the Company, which reserves will be held for the purpose of paying
liabilities or obligations and, at the expiration of a period the Liquidator deems appropriate, will be
distributed in the manner provided in Section 10.2(c); and thereafter

(c)  To the payment to the Members of the positive balances in their respective
Capital Accounts, pro rata, in proportion to the positive balances in those Capital Accounts after
giving effect to all allocations under Article VI and all Distributions under Article VII for all prior
periods, including the period during which the process of liquidation occurs.

10.3.  Articles of Dissolution. Upon the dissolution and commencement of the winding up
of the Company, the Managers shall cause Articles of Dissolution to be executed on behalf of the
Company and filed with the Secretary of State, and the Managers shall execute, acknowledge, and
file any and all other instruments necessary or appropriate to reflect the dissolution of the Company.

= ARTICLE X1
MISCELLANEOUS

111, Other Activities of Members and Managers. Any Member and its Affiliates and the
Manager and its Affiliates may engage in or possess an interest in other business ventures of any
nature or description, independently or with others, including, but not limited to, the real estate
business in all its phases, which shall include, without limitation, ownership, operation,
management, syndication, and development of real property, whether the same are competitive with
the activities of the Company, or other otherwise, without having or incurring any obligation to offer
any interest in such activities to the Company or any Member and neither the company nor any
Member or Manager shall have any rights in or to such independent ventures or the income or profits

derived therefrom, by virtue of this Agreement.

11.2.  Records, The records of the Company will be maintained at the Company’s principal
place of business, or at such other place selected by the Managers, provided that the Company keep
at its principal place of business the records required by the Act to be maintained there. Appropriate
records in reasonable detail will be maintained to reflect income tax information for the Members.
Each Member, at such Member's expense, may inspect and make copies of the records maintained
by the Company and may require an audit of the books of account maintained by the Company to be
conducted by independent accountants for the Company.

11.3, Reserves. The Managers may cause the Company to create reasonable reserve
accounts to be used exclusively to fund Company operating deficits and for any other valid Company
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purpose. The Managers shall in their sole discretion determine the amount of payments to such
reserve accounts.

114, Notices. The Managers will notify the Members of any change in the name, principal
or registered office or registered agent of the Company. Any notice or other communication required
by this Agreement must be in writing. Notices and other communications will be deemed to have
been given when delivered by hand or dispatched by means of electronic facsimile transmission or
nationally recognized air courier, or on the third business day after being deposited in the United
States mail, postage prepaid. In each case, notice hereunder shall be addressed to the Member to
whom the notice is intended to be given at such Member's address set forth on Schedule I to this
Agreement or, in the case of the Company, o its principal place of business. A Member may change
its notice address by notice in writing to the Company and to each other Member given in accordance
with this Section 11.3,

11.5.  Amendments. No provision of this Agreement or the Articles of Organization may be
amended, nor will any waiver of any term of this Agreement be effective, unless in writing and
signed by all Managers and by a Majority in Interest of the Members; provided, however, that any
provision of this Agreement requiring the consent, approval, or action of more than a Majority in
Interest of the Members (or any provision of the Articles of Organization effecting any such
provision of this Agreement) may only be amended or waived by a written action signed by all
Managers and by Members holding the required percentage of Membership Interests.

11.6. Additional Documents. Each party hereto agrees to execute and acknowledge all
documents and writings which the Managers may deem necessary or expedient in the creation of }he
Company and the achievement of its purposes, including, but not limited to, Articles of Organization

and any amendments or cancellation thereof.

11.7.  Representations of Members. Each Member represents and warrants to the Company
and every other Member that such it (i) is fully aware of, and is capable of bearing, the risks relating
to an investment in the Company; (ii) understands that its interest in the Company has not been
registered under the Securities Act or the securities law of any jurisdiction in reliance upon
exemptions contained in those laws; and (iii) has acquired its interest in the Company for its own
account, with the intention of holding the interest for investment and without any intention of
participating directly or indirectly in any redistribution or resale of any portion of the interest in

violation of the Securities Act or any applicable law.

11.8. Domestic Proceeding Disclosure. Any Member named in a Domestic Proceeding
shall disclose in any list of assets compiled in connection with such proceeding a statement to the
effect that such Member’s Membership Interest in the Company is subject to certain rights of th
other Members under the terms of this Agreement, :

11.9.  Survival of Rights. Except as otherwise provided herein, this Agreement shall be
binding upon and inure to the benefit of the parties, their successors and assigns.

11.10. fiterpretation and Governing Law, When the context in which words are used in this
Agreement indicates that such is the intent, words in the singular number shall include the plural and

22
EXHIBIT A



vice versa. The masculine gender shall include the feminine and neuter. The Article and Section
headings or titles. shall not define, limit, extend or interpret the scope of this Agreement or any
particular Article or Section. This Agreement shall be governed and construed in accordance with
the laws of the State of Wyoming without giving effect to the conflicts of laws provisions thereof.

11.11. Severability. If any provision, sentence, phrase, or word of this Agreement or the
application thereof to any Person or circumstance shall be held invalid, the remainder of this
Apgreement, or the application of such provision, sentence, phrase, or word to Persons or
circumstances, other than those as to which it is held invalid, shall not be affected thereby.

11.12, Agreement in Counterparts, This Agreement may be executed in several
counterparts, each of which shall be deemed an original, and all of which shall constitute one and the
same instrument. In addition, this Agreement may contain more than one counterpart of the
signature pages and this Agreement may be executed by the affixing of the signatures of each of the
Members to one of such counterpart signature pages; all of such signature pages shall be read as
though one, and they shall have the same force and effect as though all of the signers had signed a

single signature page.

11.13. Tax Matters Partner. For purposes of this Agreement, the Managers shall designate
one Member as the Tax Matters Partner as required by the Code and Treasury Regulations.

11,14, Creditors Not Benefited. Nothing in this Agreement is intended to benefit any
creditor of the Cempany or of any Member, No creditor of the Company or of any Member will be
entitled to require the Managers to solicit or accept any loan or additional capital contribution for the
Company or to enforce any right which the Company or any Member may have against a Member,

whether arising under this Agreement or otherwise.

IN WITNESS WHEREQF, the undersigned, being all of the Managers and Members of the
Company, have caused this Agreement to be duly adopted by the Company and do hereby assume
and agree to be bound by and to perform all of the terms and provisions set forth in this Agreement,

FOREST CONSERVATION 2012, LLC

By:

Ed Lloyd, Manager
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Gary
Ray
Ray
Jarrett
Jesse
Tim
Dennis
Ashley
Steve
Michael
Ed
Mark
Billy
Lee
Larry

SCHEDULE I - Updated membership as of December 7, 2012

Appel
Bouley
Branch
Clay
Garrett
Goss
Hall
Hooks
Kezman
Knight
Lloyd
Losby
Mitchell
Powell
Price

Ownership

5.52%
5.98%
7.36%
8.28%
5.52%
6.44%
5.06%
6.44%
4.14%
5.52%
7.55%
7.36%
6.44%
11.04%
7.36%

100.00%
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Forest Conservation 2012

Contribution
First Name Last Name Received
LOOK AT ALL OF 2011 MEMBERS

1 Gary Appel 30,000
2 Ray Bouley 32,500
3 Ray Branch 40,000
4 Jarrett Clay 45,000
5 Jesse Garrett 30,000
5 Tim Goss 35,000
7 Dennis Hall 27,500
8 Ashley (Shawn) Hooks 35,000
9 Steve Kezman 22,500
10 Michael Knight 30,000
11 Ed Lioyd 41,052
12 Mark Losby 40,000
13 Billy Mitchell 35,000
14 Lee Powell 60,000
15 Larry Price 40,000
543,552
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Capital Contribution Including Fee

Gary
Raymond
Vernon
Christopher
James
Jarrett
Jesse
Timothy
Dennis
Ashley
Steve
Michael
Paul
Mark
Michael
William
Leslie
Larry

Appel
Bouley
Branch
Brown
Carson
Clay
Garrett
Goss
Hall
Hooks
Kezman
Knight
Lioyd
Losby
Malloy
Mitchell
Powell
Price

30,000
32,500
40,000
50,000
30,000
45,000
30,000
35,000
27,500
35,000
22,500
30,000
16,802
40,000
50,000
35,000
60,000
40,000

649,302
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Percentage with total contribution including fee

Gary Appel 4.620346%
Raymond Bouley 5.005375%
Vernon Branch 6.160462%
Christopher Brown 7.700577%
James Carson 4,620346%
Jarrett Clay 6.930519%
Jesse Garrett 4.620346%
Timothy Goss 5.390404%
Dennis Hall 4.235317%
Ashley Hooks 5.380404%
Steven Kezman 3.465260%
Michael Knight 4.620346%
Paul Lloyd 2.587702%
Mark Losby 6.160462%
Michael Malloy 7.700577%
William Mitchell 5.390404%
Leslie Powell 9.240692%
Larry Price 6.160461%

100.000000%
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Percentage After Fee

Gary Appel 4.507388%
Raymond Bouley 4.921332%
Vernon Branch 6.163164%
Christopher Brown 7.818939%
James Carson 4.507388%
Jarrett Clay 6.991051%
Jesse Garrett 4,507388%
Timothy Goss 5.335276%
Dennis Hall 4.093445%
Ashley Hooks 5.335276%
Steven Kezman 3.265557%
Michael Knight 4.507388%
Paul Lloyd 3.091151%
Mark Loshy 6.163164%
~ Michael Malloy 7.81893%%
William Mitchell 5.335276%
Leslie Powell 9.474714%
Larry Price 6.163164%
100.000000%
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Total

Gary Appel 30,000
Ray Bouley 32,500
Ray Branch 40,000
Chris Brown 50,000
James Carson 30,000
Jarrett Clay 45,000
Jessee Garrett 30,000
Tim Goss 35,000
Dennis Hall 27,500
Ashley Hooks 35,000
Steve Kezman 22,500
Michael Knight 30,000
Ed Lloyd 16,802
‘Mark Losby 40,000
Mike Malloy 50,000
Billy Mitchell 35,000
Lee Powell 60,000
Larry Price 40,000
649,302

Capital Account After Fee

Tax Service Fee
5,500
5,750
6,500
7,500
5,500
7,000
5,500
6,000
5,250
6,000
4,750
5,500

6,500
7,500
6,000
8,500
6,500

105,750
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After Fee
24,500
26,750
33,500
42,500
24,500
38,000
24,500
29,000
22,250
29,000
17,750
24,500
16,802
33,500
42,500
29,000
51,500
33,500

543,552



BB&T Wire Transfer Operations

e o o

. 7200 6055614 100-99-05-10
FOREST CONSERVATION 2012 II LLC
8045 CORPORATE CENTER DR STE 100
CHARLOTTE NC 28226-4551

We have completed this wire transfer request. Your BB&T account
has been debited for the net amount shown below.

AR AR AR AR E R AR SRR RSl E R RS R R AR RS R SRS A R R A R A R AR R AR R R R R E R R R R R R R R RS R RS RS SS R

e e

TRN DATE 20121228 TRN NUM 00003420

AWOUNT 164,220.00 ACCOUNT # DDA - 0005202525638

REFERENCE #

DATE 12/2672012

TIME 11:15:17

ORIGINATOR FOREST CONSERVATION 2012 II LLC
8045 CORPORATE CENTER DR STE 100
CHARLOTTE NC 28226-4551

BENEFICIARY BANK TIB THE INDEPENDENT BANKERS BANK

BENEFICIARY BANK # 111010170

BENEFICIARY NAHE FFC MEADOW CREEK HOLDINGS LLC

BENEFICIARY ACCOUNT 20011904

ORIGINATING BANK INFORMATION

R R 2 22 AR 22222222232 X2 2 R 2 2 R 2 R 2R AR 2 R 2 R A AR R A R R R R R A R R R R R A R R AR AR AR AR A R A A B2

Thank you for banking with BB&T. Please contact your local BB&T
financial center or call 1-800-BANK BBT (1-800-226-5228) for
questions regarding this wire transfer,

- s

BB&T, Member FDIC.
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FORE3Y14122 05/26/2013 0:03 AM

b5LL1le

Partner# 1
Schedule K-1 201 2 artn
(Form 1065) ~__ “Deddctions, C
.Pepartment of the Treasury For calandar yaer 2012, or tay 1 Ordinaty business incoms (less)
intemg! Ravanue Sarvice yoar baglnning -7 Y 4989
ending 2 Nat rontal ragl astate Incoms (loss)
Partner's Share of Income, Deductions,
Cred its, etc. P See back of form and aeparate Instructions, | 3 Qthor net rental Incama {laas) 18 | Forelgn transactions

orshi g 4 Guaranteed payments

5 Intorast income

B Parmnership's name, addrass, cly, state, and ZIP eade

FOREST CONSERVATION 2012 IX, LLC | 8 | Orcinasydiidends

2816 DOGWOOD AVENUE, PMB 431 b | Cualiied dividends
GILLETTE WY 82718

€ RS Canter whero parinarship filed relum k4 Royalties
Ogden, UT

8 Not short-lemn capital gain (loss)

o [} crockirtns s a puslicly raded pertnersiip (PTP)

Nat long-term capital gain (loss) 17 | Altemative minimum tex {AMT) Rtems

Collectiblos (28%) gain (loss)

Unrecaptured seclion 1250 galn

Net section 1231 galn (loss) 18 | Tax-axemptincome and
nondeductble expanses
Other income {oss)
G Ganersl partner or LLC @ Limitod partner or other LLGC
rmembaramanager mermber
H @ Domastic partner D Forelgn pariner
1 whattypeofentty stis panerr Iadividual 18 | Disvioations
2 1f this pariner g 8 retirement plan (IRAVSEP/Keogivels.), chack here 12 | Section 179 deducton
(560 INSUUCIONS] |, .. i iiiinieriiriireannarns TP T D
J Partngrs share of profl, oss, 8nd capital (see instructions):
Beginning Ending 13 | Other deductions
Promt 25,879917% 25,.879917x (& 293 20 | Other inomaiion
Loss 25.879917% 25,879917« . s
Copta 25 .879917x 25.879917« |C 180,621  |¥ T
K Partnars share of liabllitios 8! year and: W* ST____M’I
NOWoROe | | e s 1 | Sattamployment somings (oss)
Qualified nonrecourse financing s
Rmmo .................................. s
L Pattnafs capital sccoun ensiysls: *See attached statement for additional information,
aeglm*ng mp]m‘ am‘"' ...................... s
Caphal conbivuted dutng the yoar | oS 231,151
Goranyartnreso oo ||| s____=-231,351 |
Withdrewals & distfbutons $¢ 31 €
Endngcaptalaccourt || . 0|3
Tax basls D GAAP D Section 704(b) book @
Other {explein) é
M Did the pastner contributa property with B bull-in gain of loss?
D Yes @ No
if “Yes," attach statement {sea Instructons)
, For Poporwark Reduction Act Notice, seo Inatruotions for Farm 1088, iRS.goviform1085 Schedula K-1 (Form 1085) 2012

Exhibit 7
Respondent's

SEC-LloydE-E-0000030
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b531L2

Partner# 2
Schedule K-1 2012
{Form 1065)
Depariment of the Treasury For calendar yoar 2012, or tax 18
intemal Revenue Service year boginning -7 p 501
’ ending 2 | Notrontal real estais income (oss)
Partner's Share of Income, Deductions,
Credits, ete. P Seo back of form and separate instructions, | 3 | Othernot romal income (tass) 18 | Forelgn tansactions

4 Guaranlaed payments

] interest Income

8 Paitnership's name, addrass, cly, stale, and ZIP codo

FOREST CONSERVATION 2012 II, LLC 8a | Ordinary dhidends
2816 DOGWOOD AVENUE, PMB 431 8 | OQuelfied dividends
GILLETTE WY 82718

€ (RS Center whore pestnership fied ratum 7 | Royaites

Ogden, UT

o [[] cneckirtris s a pubiicty tradsd psrtnership (PTP|

8 Net short-term capitat gain (loss)

Gt Allamalive mirimum tax (AMT) Hems

g2 Net long-term caphal gain (loss) 17

8b | Calloctiles (28%) gain (loss)

% Unrecaptured soction 1250 gain

10 Net section 1231 gain {loss) 18 | Tax-axamptincomo and
nondeductible expenses
1 Qther Income (foss)
6 [[] Generst partnor orLiC K] umited partnar or other LLC
membar<nanager member
H Domostic partner D Forsign partnar
1 Whatipe ofentty s ts partne? A3 vidual i
12 1 this pastnar i3 8 fetkement pian (RA/SEP/Keogivelc.), check here 12 | Soction 176 dadurton
(880 INBIUCUONGEY , |, 0y is i venenninnesersansinnesssioassunnennsess D
J  Parinars shars of m;f::. e(:‘s:;“;nd capital {see nstructions): Ending 13 Other dedudtions
Profn _25.879917x 25.879917« |A 292 20 | Other itomation
Coss 25.879917% 25.879917+x . s
Capl 25.879917« 25.879917x 180,621 Y ;ML}
K Partnors chare of iablitios of yesr end: W STMT
Nonrecourse e s 14 | Soltomploymant samings (oss)
Qualifiednonrocourgefinenlng $ ]
Rm ----------------------------------- s
L Patnef’s capital avcount analysis: *See attached statement for additional Information.,
Boglnning capital sccount evrvan s
Caplial contrbuted during the year $ 231,151
Curent year ncrease (decroase) |, $ -231,151 .
Withdrewale & distibations | . 34 R I
Crm s : 5|8
2
Taxbasis D aanp D Section 704(b) boek 14
Othor (explaln) e
&
¥ Did thy partnar contribite proparty with & budt-in gain or loss?
D Yes @ Ho
if "Yes," sttach statement (see Instructions})
For Paperwork Reduction Act Notice, sce Instructions for Form 1068, IRS,govXorm1065 Schedule K-1 (Form 1065) 2012

DAA
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E51112
Partner# 3 [ Fraixs [] amended k-1 OMB No, 1545-0099
Schedule K-1 20 1 2 ‘{Part llf , Partner's Share of Current Year Income, .. -
{Form 1065) T, Daductions, Credits, and Othef ltems - .
Depantmont of the Tregwry For catender year 2012, or tax 1 Qrdinary businass incoms {loss) 15 Cradits
‘Intgmal Revenus Service yeas beginning -4,499
' ending 2 Net rental real estata income (loss)
Partner's Share of Income, Deductions,
Credits, etc. P See back of form and separate instruetlons, | 3 | Othernatrontalincome (foss) 16 | Foralgn transactions
ttho:Partnership .\ .ol ¢ | Guaantced payments
3 Intarest lncomo
8 Parinarship's nama, addrass, dty, state, and 2IP code
FOREST CONSERVATION 2012 II, LLC 8a | Orinary dividends
2816 DOGWOOD AVENUE, PMB 431 b | OQusliled dvidends
GILLETTE WY 82718
‘ C IRS Center whera partnership flod retum 7 Royaftias
} Ogden, UT
8 Net short-term capital gnin {loas)
o [] Chocki thisis & publicty traced perinersip (PTP)
A e ' #a | Netlong-term capital galn (oss) 37 | Attemative minimym tax (AMT) Homs
8b | Colisctibles (2B%) gain floss)
9% Unrecaptured section 1250 gain
10 Net saction 1231 galn (loss) 18 Tax-exampt Incoms wnd

. Genaral partier o LLC M Umited pariner o other LLC
memberananager mamber
H @ Domastic partner D Foralgn partnar

H Whattype of entlyisthis partner?  Individual

nondeductible expensas

11 Other incomo {loss)

12 If this pariner Is & retirement plan (IRAVSEP/Keogh/els.), check here

19 Distributions

{39 Instructons) D 12 Section 178 deducton
J Panners share of prt)af:,gl'.::!,:;d cepital {s8g inslrucions); Ending " Othar deductions

Pt 9.438558% 9.438558% A 107 20 | Other ormation

Loss 9.4385584% 9.438558% N

Captel 9.438558% 9.438558% | 65,874 Y 8
K Parrar's share of llabiftias at year and: W* STM]

Nonrscourso e, $ 14 | Sall-employment eamings (loss)

Qusiiled nonrecoursa financlng $

Rocourse $

‘L Parnars capital account analysis:

B”mﬂﬂ cap“aj “W‘ ...................... s
Capial contributed during the year e
Curent year increase (decresse)

Withdrawals & distributions

Endingcopllat accownt
Tex basls D GAAP
Othar (axplaln)

M Did the partner contributa property with a bulltdn galn or loss?

Dvos @ Ro

¥ Yos,” atiach statomon] {soc instructions)

B6
-86

. 06
,06

54

O NN

D Section 704(b) book

*See attached statement for additional information,

For IRS Use Only

For Paperwork Raduction Act Notles, sea Instructions for Form 1085,
DAA

IRS.gov/orm1085

Schedula K1 {Form 1088) 2012

SEC-LloydE-E-0000032
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L5LL12

Amended K-1 OMB No. 1545-0099

SR FCuren

Partner# 4 2012 _—_] K1

Schedule K«1

(Form 1065)
Department of the Treasury For calendar year 2012, or tax
intamal Ravanue Sarvics year beginning -4 7 499
onging 2 Net rental real o3tste Incoms (loss)
Partner's Share of Income, Deductions,
Credits, etce. P See back of form and separate instructions, | 3 Othar net restal Incame (loss) 18 | Foralgn transactions

4 Guarantaed payments

8 tntarost Income

2, . iy, Stete,
FOREST CONSERVATION 2012 II, LLC 8a | Ordinary dividends

2816 DOGWOOD AVENUE, PMB 431 & | Qualified dividords
GILLETTE WY 82718

C RS Centar where partnershlp filed relum 7 Royallles
Ogden, UT

8 Net ghort-term capital galn {loss)
2] D Check Hf this Is a publicly traded partnership (PTP)

Sa | Netlong-temm capital gain (loss) 17 | Allemative minimum tax (AMT) items

8b | Collectiblos (28%) gain (loks)

8¢ Unrecaplured section 1250 gain

40 | Netsottion 1231 galn (loss) 18 | Tax-exemptincome and
nondsduciible expensas
1 Other incoma {loss)
Generul partner or LLC [j_z] Limited partner or other LLC
member-manager member
H @ Domestic partner D Forelgn partner
1 Whattype of enfity s this patrer? _ ILadividual I I
12 ¥ ihs partner I3 a retirement plan (IRASEP/Keoghvete.), check here 12 Sechion 179 deduction
{seeInabruclons) .. ... iy e et D
J  Paringr's share of profit, loss, and capital (866 Instmuctions):
Bagirning Endlng 13 Other deductions
Proft 9.438558x 9.438558% |& 107 2 | Oternfomnaton
Loss 9.438558% 9.438558+« "
Copta 9.438558% 9.438558y |C 65,874 Y STMT
K Partners share of labilfies at year and; W* STMT
wama ................................ s 1‘ sd"cmpby’“‘ﬂ Qa’ﬂ!ngs ('ms)
Qualifiod nonracourso finaneing $
Rewme ................................... s
L. Parinors capltal sccount enalydla: *See attached statement for additional information.
Boginning capltal account ... 8
Capiul conbibued during theyesr § 86,067
Curentyoerincrease (decrease) $ -86 t 067 -
Wihdrawals & distibutons YT X | £
Endng coptaleccount ||| s 0|9
Tax basis D GAAP D Sectlon 704(b) book 2
Othar {explain) g
. w
M Did the partner coniribute proparty with 8 bulltin galn or foss?
[ ves X w
11 "Yas,® attach statomant (soe instructions)
For Paparwork Reduction Act Notico, soe Instructions for Form 1068, IRS.gowhrm 1068 Schodule K-1 (Form 1068) 2012
DAA
SEC-LloydE-E-0000033

SEC-Defense-000017016
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L5112

Partnerd 5 (] Fmstka [] Amended k-1 OME No, 1545-0099
Schedule K1 20 1 2 JPartlil. Partner's Share of Current-Year.Income;....:: -
{Form 1065) " -Daductions; Credits, and Other Items - -
Department of the Treasury For calendar yosr 2012, or tax 1 Ordinary businoss Income {loss) b H Crodils
intemal Raverua Sarvice year beginning ..5' 001

wnding 2 Nat rental real ostats income (loss)

Partner’s Share of Income, Deductions,
Credits, etc. P Sve back of form and separate instrustions. | 3 Qthar net rentat Incoma (lost) 16 | Foralgn transections

| Parti}’ Information About the Partnership. - " | « | cuerantesd paymoms

it £ii)

8 Intarost Income

8 Partnarship’s name, addrass, oty, siate, and ZIP code

FOREST CONSERVATION 2012 II, LLC 8a | Ordinary divkierds

2816 DOGWOOD AVENUE, PMB 431 85 | Queliod dividands
GILLETTE WY 82718

€ RS Centerwhero partnarshlp fied retum 7 | Royatties
Ogden, UT

8 Net short-larm capita) gain {lose)

0 [[] Checkitthis s a pubiicty traded partnership (#TP)

Sa | Nationg-term capial gain (loss) 17 Altornalive mirimum lax {AMT) items

95 | Collectbles {28%) guin (ioss)

L 5 Unrecaptured saction 1250 gain

10 Mol gection 1231 gain (foss) 18 Tax-oxompt inocome and
nondeductible axpenses
k)| Other incoms {loss)
[ Gonersl partner or LLC X| Limited partneror cther LLC
membar-manager mombear
H Domostic partnor D Forelgn partnar
1 Whattwo of sty stispatner _Individual 1 | Disbibetons
12 iFhis partner I8 8 retrement plan (IRVSEPKaoptVate.), chock here
(seotnstuctons) ., ,............ R I I N T T ' D @ Soctlon 179 dodustin
J  Partnar's ghare of profil, loss, 8nd capital {see structons):
. Beginning Ending 1 Cther doductions
Profit 12.178785% 12.178785% LA 138 20 | Other information
Loss 12.178785% 12.178785% .
Capta 12.178785% 12.178785y% |€ 84,998 ¥ §'Lrﬂ1
K Partrar's shar of fablitios at yesr end: W* Sm
NOMOCOWSE e e J 14 | Seitemploymant aemings (loss)
Cualffed novecoursafnendng | .., $
Rmm ----------------------------------- ’
L Pastnar's capial account nalysls: *See attached statement for additional information.
Beginning capltaleocount L §
Capitel contributed during the yeer | e 1 1101248
Cument yoar increass (docrosso} $ - 1 1 0 Fi 24 8 - i
Waindrowat S dtbutons s "W E
Ending capitaloccoent $ 0 2
3
Tax basis D GAAP D Seclion 704{b} book g
Other {sxplain} g
8 Did the paringr contribule property with a bulltn gain or loss? =
D Yes @ No
I "Yes,® aitach stetement {see Instructions)
Far Papsrwork Rodustion Ast Notlse, nas Instructions for Form 1085, IRS.goviiam 1066 Schodule K1 (Farm 1085) 2042

DAA
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b511l2
Partner# 6 [ ematker [} Amendeq ket OMB No. 13480009
Schedule K-1 20 1 2 ‘| Partlif - Partner's Share of Current Year Income,
{Form 10€5) Sieze - o Deductions, Credits, and Other ltems -~
Dapartmant of tho Treasury For calendar year 2012, or tax 1 Crdinary business Income {loss) 15 Credits
l»n!ema! Revenue Servica yoar bogiming -6,781
erding 2 Net rental reel estals incoms (loss)
Partner's Share of Income, Deductions,
Credits, etc, P See back of form and separate instructions, | 3 | Othernat rental income (loss) 18 | Fonelgn ransections
|- Part1] " Information About the Partnership®: " 4 | Guaraniced psyments
|
1 |
y 0 J ]
FOREST CONSERVATION 2012 II, LLC 8a | Ordinary dividands
2816 DOGWOOD AVENUE, PMB 431 §b | Qualiled dvidends
GILLETTE Wy 82718
C (RS Canter whure partnership flied retum 7 Roysltiss
Ogden, UT
] Net short-term capital gain (loss)
o [ crockirthis 1s a puslicly traded partnership (PTP)
' ' 82 | Nationg-erm cophal gain (loss) 17 Altgmativa minimum tax (AMT) llems
b | cColtectbles (28%) gain {loss)
fc Urrecaplured seclion 1250 galn
10 Net section 1231 gain {loss) 18 Teax-sxamp! Incoma and
nondeductitle expenses
" Othar incoms (loss)
G D Geanera! partnar or LLC @ Limitad pentner of othar LLC
mombarananager member
H @ Domostic partner D Foreign pariner
1" Whattype of entity Istils perne? _Inddvidual P
17 this partnar s 8 retirement plan ((RAVSEP/Kaoghfelc.), chack here 92 Soction 179 deduction
{see batsuctions}, P e D
J  Pariners share of pm::;;:::nzm capitat (se¢ Instructons): Ending " Othor deductions
Prom 17.184265% 17.184265% [A 194 | 20 | oweriniomaton
Loss 17.184265% 17.184265% .
Coptu 17.184265+« 17.184265% [C 119,932 Y STMT
K Parinar's sharo of fiabiiting 81 year end: w* Sm
Nowecourse s ,‘4 Selt " o i hd (IOSS)
Quakfiod nonrecourse flngnelng $
Rm ................................... s
L Pannars capital socount analysis: *See attached statement for additional Information,
Beglning capltal acoount $
Caplial contributod during e yoar $ 155,285
Cument year increase (docraoso) $ -155 z 285
Withdrgwals & distibutiors. $( ) ’E‘
Enangcapoteccours || s 0 | S
3
Tox besls D GAAP D Bacilan 704(b} book &’
Othar {explab) g
M Did the partner contribuste proparty with a buiitin gain or foss? *
D Yes @ No
¥ "Yas," attach statement {soe Instrictions)
For Paperwork Reduction Aot Notloa, see Instruetions for Ferm 1085, IRS.gov¥omi065 Schedula K4 (Form 1085) 2012

DAA
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" AFFIDAVIT OF GARY S. APPEL

IR Ga1y S. Appel, having been duly sworn do hére_by depose and state the following:

1.

10.

11.

12,

13.

14,

15.

1 am a resident of Charlotte, North Carolina, over 18 years of age, competent to make this
Affidavit, and do so of my own personal knowledge.

I have been a tax client of Ed Lloyd & Associates, Inc. for about seven years,

" In2011,1was approached by Ed Lloyd about the possibility of making a charitable contribution

toward a conservation easement.

Ed Lloyd stated that I would receive a tax deduction based upon my contribution amount if I
decided to participate.

Ed Lloyd clearly indicated to me that any contribution would solely be for a tax benefit.

I knew that I would only receive a tax deduction for my contribution.

“Thadno expedtéﬁbn of receiving any profit or return other than a tax deduction.

On December 20, 2011, 1 wroté ’a'check to “Ed Lloyd &.Associates” in the amount of $36,750.00,
a copy of which is attached hereto as Exhibit A.

1 was aware that my contribution amount would include Ed Lloyd’s fee.

1 received a Schedule K-1 indicating my contribution minus Ed Lloyd’s fee and my resulting tax
dedUc_tion. :

In 2012, I contributed to another conservatmn easement Wl'th the assistance, guldance and tax
advice of Ed Lioyd.

In November 2012, 1 wrétev a check to “Forest Conservation 2012, LLC” in the amount of
$30,000.00, a copy of which is attached hereto as Exhibit B.

I was aware that my contribution'amount would include Ed Lloyd’s fee.

I was aware that T became a member of Forest Conservation 2012, LLC once I wrote a check for
$30, OOO 00 in November 2012. :

1 received a Schedule K-1 indicating my contribution minus Ed Lloyd s fee and my resulting tax
deduction.

Exhibit 8
Respondent'’s

Brief




16. 1 am very satisfied with Ed Lloyd’s tax planning and preparations services.

FURTHER THE AFFIANT SAYETH NOT. %_\

Gary S. Appel,__/ 7

Swom to and subscribed before me
This IO day of January, 2015

M@D W My Commission Expires:

Notary Public 22,20 (4




; Py Lol Loyd ¥ Avociuide

Affidavit of [
Gary S. Appel
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AFFIDAVIT OF RAYMOND R. BOULEY

I, Raymond R. Bouley, having been duly sworn do hereby depose and state the following:

1. I am a resident of Charlotte, North Carolina, over 18 years of age, competent to make this
Affidavit, and do so of my own personal knowledge.

2. I have been a tax client of Ed Lloyd & Associates, Inc. for about four years.

3. In 2011, I was approached by Ed Lloyd about the possibility of making a charitable contribution
toward a conservation easement.

4. Ed Lloyd stated that I would receive a tax deduction based upon my contribution amount if I
decided to participate.

5. Ed Lloyd clearly indicated to me that any contribution would solely be for a tax benefit.

6. I knew that [ would only receive a tax deduction for my contribution.

7. I had no expectation of receiving any profit or return other than a tax deduction.

8. On December 27, 2011, I wrote a check to “Ed Lloyd & Associates™ in the amount of $32,250.00,

a copy of which is attached hereto as Exhibit A.

9. I was aware that Ed Lloyd would receive a fee for his services in researching, preparing, and
facilitating the contribution to the conservation easement.

10. On June 6, 2012, I wrote a separate check to “Ed Lloyd & Associates” in the amount of $5,000.00
for Ed Lloyd’s fee, a copy of which is attached hereto as Exhibit B.

11. I received a Schedule K-1 indicating my contribution and my resulting tax deduction.
12. In 2012, I contributed to another conservation easement with the assistance, guidance, and tax
advice of Ed Lloyd.

13. On November 15, 2012, 1 wrote a check to “Forest Conservation 2012, LLC” in the amount of
$32,500.00, a copy of which is attached hereto as Exhibit C.

14. I was aware that my contribution amount for this transaction would include Ed Lloyd’s fee.

15. 1 was aware that I became a member of Forest Conservation 2012, LL.C once [ wrote a check for
$32,500.00 on November 15, 2012.

16. 1 received a Schedule K-1 indicating my contribution minus Ed Lloyd’s fee and my resulting tax
deduction.
17. In 2013, I contributed to another conservation easement with the assistance, guidance, and tax

advice of Ed Lloyd.



18. [ am very satisfied with Ed Lloyd’s tax planning and preparations services.

“%av mmff K %ﬁz«%

Raymond R/ Bouley

FURTHER THE AFFIANT SAYETH NOT.

Sworn to and subscribed before me
Thls.fr‘;{; day of December 2014

i My Commission Explres
Notary Pub lic &Lﬁu 22,2015
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Affidavit of
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12/22/2014 15:84 7945883396 BOULEY PRINTING CO B N

1045883396
Amount $5,000.00D seqnelce Numbex: 6792601739
Agcount s 4323044 Capture Date: 08/a8/2012

Bank Number: 05300019 Check Numbar 7983

MR RAYMOND R BOULEY OR ~.
MARY & BOULEY

O BOX 7234 {704) £58.0868 Co-lo-12
CHARLOTTE, NC 28241 ot
wze €4 Llayd » hsseeintes |'$ 5060.9

\\\J—T\\OW\Z\J\Q “ TS e, ) RO
BankofAmerica %>

ACH RIT 0830001068 j
|
!
}

Y o ¢
' o Ix
‘ e fA
COvinT
oSzl
BHNeRESS
s P oW Z'ﬁ
%$L§zag
- i bl
T3TS44225 R380%
Eabo. |
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Bggt
: Z
{
Elmetronic Endorgements:
Dote Saquance Bank # Endre Type TRN RRC Bank Name
os/09/2012 | 111012822 Pay Bank N BANK OF AMERICA, N
os/o8/2012 D 53101121  Rn Loc/BOFD ¥ BRANCH BNRG AND TRUS

Exhibit B
Affidavit of

Raymond R. Bouley
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AFFIDAVIT OF VERNON R. BRANCH

I, Vernon R. Branch, having been duly sworn do hereby depose and state the following:

1. I am a resident of Raleigh, North Carolina, over 18 years of age, competent to make this
Affidavit, and do so of my own personal knowledge.

2. I have been a tax client of Ed Lloyd & Associates, Inc. for about six years.

3. In 2012, I was approached by Ed Lloyd about the possibility of making a charitable contribution
toward a conservation easement.

4, Ed Lloyd stated that [ would receive a tax deduction based upon my contribution amount if I
decided to participate.

5. Ed Liovd clearly ’indicated to me that any contribution would solely be for a tax benefit.

6. I knew that I would only receive a tax deduction for my contribution.

7. I had no expectation of receiving any profit or return other than a tax deduction.

8. On November 12, 2012, I wrote a check to “Forest Conservation 2012, LLC” in the amount of

$40,000.00, a copy of which is attached hereto as Exhibit A,
9. I was aware that my contribution amount would include Ed Lloyd’s fee.

10. I was aware that I became a member of Forest Conservation 2012, LL.C once I wrote a check for
$40,000.00 on November 12, 2012.

11. I received a Schedule K-1 indicating my contribution minus Ed Lloyd’s fee and my resulting tax
deduction,
12. I am very satisfied with Ed Lloyd’s tax planning and preparations services.

FURTHER THE AFFIANT SAYETH NOT.

Vernon R. Branch

Sworn to and subscribed before me
This 15 “day of December, 2014

M}M OMUJL\ My Commission Expires:

Notary Public Lz ] 201K
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Exhibit A

Affidavit of
Vernon R. Branch
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AFFIDAVIT OF JAMES R. CARSON

1, James R. Carson, having been duly sworn do hereby depose and state the following:

1.

(WS

wn

FURTHER THE AFFIANT SAYETH NOT.

1 am a resident of Fort Mill, South Carolina, over 18 years of age, competent to make this
Affidavit, and do so of my own personal knowledge.

I have been a tax client of Ed Lloyd & Associates, Inc. for ten years.

In 2012, I was approached by Ed Lloyd about the possibility of making a charitable contribution
toward a conservation easement.

Ed Lloyd stated that I would receive a tax deduction based upon my contribution amount if']
decided to participate.

Ed Lloyd clearly indicated to me that any contribution would solely be for a tax benefit.
I knew that I would only receive a tax deduction for my contribution.
I had no expectation of receiving any profit or return other than a tax deduction.

On November 30, 2012, I wrote a check to “Forest Conservation 2012 LLC” in the amount of
$30,000.00, a copy of which is attached hereto as Exhibit A.

I was aware that my contribution amount would include Ed Lloyd’s fee.

I was aware that I became a member of Forest Conservation 2012, LLC once I wrote a check for
$30,000.00 on November 30, 2012.

T received a Schedule K-1 indicating my contribution minus Ed Lloyd’s fee and my resulting tax

deduction.

In 2013, I contributed to another conservation easement with the assistance, guidance, and tax
advice of Ed Lloyd.

I am very satisfied with Ed Lloyd’s tax planning and preparations services.

d

___—=Tames R. Carson

Sworn to and subscribed before me
This G day of January, 2015

M (M My Comymission Expires:
ClL a7

Nétary Public , \

KIRBY WEST
Notary Public

Cabarrus Co., North Carolina
My Commission Expires Dec. 11, 2017
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AFFIDAVIT OF JARRETT W. CLAY

I, Jarrett W. Clay, having been duly sworn do hereby depose and state the following:

1.

10.

11

12.

14.

I am a resident of Greensboro, North Carolina, over 18 years of age, competent to make this
Affidavit, and do so of my own personal knowledge.

I have been a tax client of Ed Lloyd & Associates, Inc. for about three to four years.

In 2012, I was approached by Ed Lloyd about the possibility of making a charitable contribution
toward a conservation easement.

Ed Lloyd stated that I would receive a tax deduction based upon my contribution amount if I
decided to participate.

Ed Lloyd clearly indicated to me that any contribution would solely be for a tax benefit.
I knew that I would only receive a tax deduction for my contribution.
1 had no expectation of receiving any profit or return other than a tax deduction.

On September 28, 2012, I wrote a check to “Forest Conservation 2012, LLC” in the amount of
$45,000.00, a copy of which is attached hereto as Exhibit A.

I was aware that my contribution amount would include Ed Lloyd’s fee.

I was aware that I became a member of Forest Conservation 2012, LLC once I wrote a check for
$45,000.00 on September 28, 2012.

Ireceived a Schedule K-1 indicating my contribution minus Ed Lloyd’s fee and my resulting tax
deduction.

1 also contributed to conservation easements in 2013 and 2014 with the assistance, guidance, and
tax advice of Ed Lloyd.

1 am very satisfied with Ed Lloyd’s tax planning and preparations services.

FURTHER THE AFFIANT SAYETH NOT.

Sworn to and subscribed before me

Jarrett W Clay

This | L day of January, 2015

‘ \ ) B i ;; 2y

! 7£WL (-/{C(M bﬂ va My Commission E)égires: \‘g‘:‘é‘(_,,;.?’.ﬁ‘?@g&,}
Nofary Public | iN/1RI701 $& Sz
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AFFIDAVIT OF JESSE GARRETT

I, Jesse Garrett, having been duly sworn do hereby depose and state the following:

1. I am a resident of Charlotte, North Carolina, over 18 years of age, competent to make this -
Affidavit, and do so of my own personal knowledge.

2. I was a tax client of Ed Lloyd & Associates, Inc. in 2011 and 2012.

3. In 2012, I was approached by Ed Lloyd about the possibility of making a charitable contribution
toward a conservation easement.

4, Ed Lloyd stated that I would receive a tax deduction based upon my contribution amount if I
decided to participate.

5. Ed Lloyd clearly indicated to me that any contribution would solely be for a tax benefit.
6. I knew that I would only receive a tax deduction for my contribution.
7. I had no expectation of receiving any profit or return other than a tax deduction.
- 8. In November 2012, I wrote a check to Forest Conservation 2012, LL.C in the amount of
$30,000.00.
9. 1 was aware that my contribution amount would include Ed Lloyd’s fee.
10. 1 was aware that I became a member of Forest Conservation 2012, LL.C once I wrote a check for

$30,000.00 in November 2012.

11. I received a Schedule K-1 indicating my contribution minus Ed Lloyd’s fee and my resulting tax

deduction.

J e@frarrett

FURTHER THE AFFIANT SAYETH NOT.

Sworné and subscribed before me
day of January, 2015

Notary Public

My Commission Expires:
Jwna22,2019




AFFIDAVIT OF TIMOTHY K. GOSS

1, Timothy K. Goss, having been duly sworn do hereby depose and state the following:

1.

10.

11.

12.

13.

15.

16.

I am a resident of Waxhaw, North Carolina, over 18 years of age, competent to make this
Affidavit, and do so of my own personal knowledge.

1 have been a tax client of Ed Lloyd & Associates, Inc. for about eight years.

In 2011, I was approached by Ed Lloyd about the possibility of making a charitable contribution
toward a conservation easement.

Ed Lloyd stated that I would receive a tax deduction based upon my contribution amount if I
decided to participate.

Ed Lloyd clearly indicated to me that any contribution would solely be for a tax benefit.
I knew that | would only receive a tax deduction for my contribution,
I had no expectation of receiving any profit or return other than a tax deduction.

On December 21, 2011, I wrote a check to “Ed Lloyd & Assoc.” in the amount of $36,750.00, a
copy of which is attached hereto as Exhibit A.

I was aware that my contribution amount would include Ed Lloyd’s fee.

I received a Schedule K-1 indicating my contribution minus Ed Lloyd’s fee and my resulting tax
deduction.

In 2012, I contributed to another conservation easement with the assistance, guidance, and tax
advice of Ed Lloyd.

On November 19, 2012, I wrote a check to “Forest Conservation 20127 in the amount of
$35,000.00, a copy of which is attached hereto as Exhibit B.

I was aware that my contribution amount would include Ed Lloyd’s fee.

1 was aware that | became a member of Forest Conservation 2012, LLC once | wrote a check for
$35,000.00 on November 19, 2012.

I received a Schedule K-1 indicating my contribution minus Ed Lloyd’s fee and my resulting tax
deduction.

In 2014, I am contributing to another conservation easement with the assistance, guidance, and
tax advice of Ed Lloyd.



17. I am very satisfied with Ed Lloyd’s tax planning and preparations services.

FURTHER THE AFFIANT SAYETH NOT.

Sworn to and subscribed before me
This || day of December, 2014

)\

GO\(\)\)M w My Commission Expires:

Notary Public 0 1C-13~-19

ASHLEY HAMMOND |
NOTARY PUBLIC
{  Union County, North Carolina  $
¢ My Commission Expires 10/13/2019 ¢
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AFFIDAVIT OF DENNIS J. HALL

1, Dennis J. Hall, having been duly sworn do hereby depose and state the following:

1.

10.

11.

12.

13.

14.

15.

I am a resident of Charlotte, North Carolina, over 18 years of age, competent to make this
Affidavit, and do so of my own personal knowledge.

1 have been a tax client of Ed Lloyd & Associates, Inc. for about three years.

In 2011, I was approached by Ed Lloyd about the possibility of making a charitable contribution
toward a conservation easement.

Ed Lloyd stated that [ would receive a tax deduction based upon my contribution amount if |
decided to participate.

Ed Lloyd clearly indicated to me that any contribution would solely be for a tax benefit.
1 knew that [ would only receive a tax deduction for my contribution.
I'had no expectation of receiving any profit or return other than a tax deduction.

On December 20, 2011, I wrote a check to “Ed Lloyd & Associates, PLLC” in the amount of
$32,250.00, a copy of which is attached hereto as Exhibit A.

On November 17, 2011, I wrote a separate check to “Ed Lloyd & Associates, PLLC” in the
amount of $4,500.00 for Ed Lloyd’s fee, a copy of which is attached hereto as Exhibit B.

I received a Schedule K-1 indicating my contribution and my resulting tax deduction.

in 2012, I contributed to another conservation easement with the assistance, guidance, and tax
advice of Ed Lloyd.

On November 12, 2012, I wrote a check to “Forest Conservation 2012, LLC” in the amount of
$27,500.00, a copy of which is attached hereto as Exhibit C.

I was aware that my contribution amount would include Ed Lloyd’s fee.

I was aware that I became a member of Forest Conservation 2012, LLC once I wrote a check for
$27,500.00 on November 12, 2012.

I received a Schedule K-1 indicating my contribution minus Ed Lloyd’s fee and my resulting tax
deduction.



16. I am very satisfied with Ed Lloyd’s tax planning and preparations services.

FURTHER THE AFFIANT SAYETH NOT.

Dénnis J. Hall

Sworrrto and subscribed before me
This day of December, 2014 , -

My Commission Expires:

—NotarpPublic T Seod 177+ Zols
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AFFIDAVIT OF ASHLEY S. HOOKS

I, Ashley S. Hooks, having been duly sworn do hereby depose and state the following:

1. I am a resident of Marietta, Georgia, over 18 years of age, competent to make this Affidavit, and
do so of my own personal knowledge.

2. I have been a tax client of Ed Lloyd & Associates, Inc. for about three years.

3. In 2012, I learned about the possibility of making a charitable contribution toward a conservation
easement from a co-worker, a strategy the co-worker learned of through Ed Lloyd.

4. I spoke with Ed Lloyd, and he stated that I would receive a tax deduction based upon my
contribution amount if I decided to participate.

5. Ed Lloyd clearly indicated to me that any contribution would solely be for a tax benefit.

6. I knew that I would only receive a tax deduction for my contribution.

7. I had no expectation of receiving any profit or return other than a tax deduction.

8. On November 20, 2012, I wrote a check to “Forest Conservation 2012, LLC” in the amount of

$35,000.00, a copy of which is attached hereto as Exhibit A.
9. 1 was aware that my contribution amount would include Ed Lloyd’s fee.

10. I was aware that I became a member of Forest Conservation 2012, LLC once I wrote a check for
$35,000.00 on November 20, 2012.

1. I received a Schedule K-1 indicating my contribution minus Ed Lloyd’s fee and my resulting tax
deduction.
12. In 2013, 1 contributed to another conservation easement with the assistance, guidance, and tax

advice of Ed Lloyd.

13. [ am very satisfied with Ed Lloyd’s tax planning and preparations services.

Ashley S. Hooks

FURTHER THE AFFIANT SAYETH NOT.

Sworn to and subscribed before me
This @3 day of December, 2014

/AT 6. s My Commission Expires: )
Notary Public - /O - & SHoif NN
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AFFIDAVIT OF JAMES J. JONES

1, James J. Jones, having been duly sworn do hereby depose and state the following:

I,

10.

1.

12,

13.

[ am a resident of Charlotte, North Carolina, over 18 years of age, competent to make this
Affidavit, and do so of my own personal knowledge.

I have been a tax client of Ed Lloyd & Associates, Inc. for over ten years.

In 2011, I was approached by Ed Lloyd about the possibility of making a charitable contribution
toward a conservation easement.

Ed Lloyd stated that T would receive a tax deduction based upon my contribution amount if [
decided to participate.

Ed Lloyd clearly indicated to me that any contribution would solely be for a tax benefit.
I knew that I would only receive a tax deduction for my contribution.
I had no expectation of receiving any profit or return other than a tax deduction.

On December 22, 2011, I wrote a check to “Ed Lloyd & Associates” in the amount of $32,250.00,
a copy of which is attached hereto as Exhibit A.

I was aware that Ed Lloyd would receive a fee for his services in researching, preparing, and
facilitating the contribution to the conservation easement,

On December 14, 2011, I wrote a separate check to Ed Lloyd & Associates in the amount of
$5,000.00 for Ed Lloyd’s fee, a copy of which is attached hereto as Exhibit B.

I received a Schedule K-1 indicating my contribution and my resulting tax deduction.

In 2014, I am contributing to another conservation easement with the assistance, guidance, and
tax advice of Ed Lloyd.

I am very satisfied with Ed Lloyd’s tax planning and preparations services.

FURTHER THE AFFIANT SAYETH NOT.

e
Y L
Ja%'f Jones”” /
Sworn to and subscribed before me
Thisgl day of December, 2014
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AFFIDAVIT OF STEVEN M. KEZMAN

I, Steven M. Kezman, having been duly sworn do hereby depose and state the following:

L.

10.

11.

12.

13.

14,

15.

I am a resident of Charlotte, North Carolina, over 18 years of age, competent to make this
Affidavit, and do so of my own personal knowledge.

I have been a tax client of Ed Lioyd & Associates, Inc. for many years.

In 2011, I was approached by Ed Lloyd about the possibility of making a charitable contribution
toward a conservation easement that would provide an overall tax savings to me.

Ed Lloyd stated that I would receive a tax deduction based upon my contribution amount if |
decided to participate. Ed provided law firm opinion letters supporting this tax deduction.

Ed Lloyd clearly indicated to me that any contribution would solely be for a tax benefit.
Ed Lloyd indicated this tax stategy is allowed by laws passed in the U.S. Congress.
I had no expectation of receiving any profit or return other than a legal tax deduction,

On December 23, 2011, I wrote a check to “Ed Lloyd & Associates PLLC” in the amount of
$26,000.00, a copy of which is attached hereto as Exhibit A.

I was aware that my contribution amount would include Ed Lloyd’s fee.

I received a Schedule K-1 indicating my contribution minus Ed Lloyd’s fee and my resulting tax
deduction.

In 2012, I contributed to another conservation easement with the assistance, guidance, and tax
advice of Ed Lloyd.

On November 26, 2012, 1 wrote a check to “Forest Conservation 2012, LLC” in the amount of
$22,500.00, a copy of which is attached hereto as Exhibit B.

I was aware that my contribution amount would include Ed Lloyd’s fee.

I understood that I became a member of Forest Conservation 2012, LL.C once I wrote a check
for $22,500.00 on November 26, 2012 and expected no assumption of any liabilty and
expecting only a legal tax deduction .

Ireceived a Schedule K-1 indicating my contribution minus Ed Lloyd’s fee and my resulting tax
deduction.

éf@ / &7% Z



16. So far, I have been satisfied with Ed Lloyd’s tax planning and tax preparations services.

Steven M. Kezman

FURTHER THE AFFIANT SAYETH NOT.

Sworn to and subscribed before me

This : ber, 2014 :
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AFFIDAVIT OF MICHAEL KNIGHT

I, Michael Knight, having been duly sworn do hereby depose and state the following:

1. 1 am a resident of Charlotte, North Carolina, over 18 years of age, competent to make this
Affidavit, and do so of my own personal knowledge.

)

I have been a tax client of Ed Lloyd & Associates, Inc. since March of 2012.

(5}

In 2012, I was approached by Ed Lloyd about the possibility of making a charitable contribution
toward a conservation easement.

4. Ed Lloyd stated that [ would receive a tax deduction based upon my contribution amount if 1
decided to participate.

5. Ed Lloyd clearly indicated to me that any contribution would solely be for a tax benefit.

6. 1 knew that I would only receive a tax deduction for my contribution.

7. 1 had no expectation of receiving any profit or return other than a tax deduction.

8. On November 29, 2012, | wrote a check to “Forest Conservation 2012, LLC” in the amount of

$30,000.00, a copy of which is attached hereto as Exhibit A.
9, 1 was aware that my contribution amount would include Ed Lioyd’s fee.

10. I was aware that I became a member of Forest Conservation 2012, LLC once I wrote a check for
$30,000.00 on November 29, 2012.

11 I received a Schedule K-1 indicating my contribution minus Ed Lloyd’s fee and my resulting tax
deduction.
12. I am very satisfied with Ed Lloyd’s tax planning and preparations services.

FURTHER THE AFFIANT SAYETH NOT.

/i //// / 7
ichagl Knight (
Sworn to and subscribed before me Q
is l%ﬁ’ day of January, 2015
‘\N’LLWLL ; My ijnmission Expires:

Notary Public Wag 22,2019
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AFFIDAVIT OF MARK S. L.OSBY

I, Mark S. Losby, having been duly sworn do hereby depose and state the following:

1. I am a resident of Irmo, South Carolina, over 18 years of age, competent to make this Affidavit,
and do so of my own personal knowledge.

2. I have been a tax client of Ed Lloyd & Associates, Inc. since 2012.

3. In 2012, I was approached by Ed Lloyd about the possibility of making a charitable contribution
toward a conservation easement.

4. Ed Lloyd stated that [ would receive a tax deduction based upon my contribution amount if |
decided to participate.

5. Ed Lloyd ciearly indicated to me that any contribution would solely be for a tax benefit.

6. I knew that I would only receive a tax deduction for my contribution.

7. I had no expectation of receiving any profit or return other than a tax deduction.

8. On November 13, 2012, I wrote a check to “Forest Conservation 2012, LLC” in the amount of
$40,000.00, a copy of which is attached hereto as Exhibit A.

9. 1 was aware that my contribution amount would include Ed Lloyd’s fee.

10. 1 was aware that [ became a member of Forest Conservation 2012, LLC once I wrote a check for
$40,000.00 on November 13, 2012,

11. I'received a Schedule K-1 indicating my contribution minus Ed Lloyd’s fee and my resulting tax
deduction,

12. In 2014, I am contributing to another conservation easement with the assistance, guidance, and
tax advice of Ed Lloyd.

13. [ am very satisfied with Ed Lloyd’s tax planning and preparations services.

FURTHER THE AFFIANT SAYETH NOT. M/f M

Mark S. Losby

Sworn to nd subscribed before me
This _/{~day of December, 2014

: N : My Commission Expires:
Nétary®Public—" OIS =05 20 7
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AFFIDAVIT OF KYLE MARTEL

1, Kyle Martel, having been duly sworn do hereby depose and state the following:

1.

10.

11.

12.

13.

FURTHER THE AFFIANT SAYETH NOT.

Sworn to and subscribed before me

I am a resident of Tampa, Florida, over 18 years of age, competent to make this Affidavit, and do
so of my own personal knowledge.

I have been a tax client of Ed Lloyd & Associates, Inc. since December of 2011.

In 2012, I was approached by Ed Lloyd about the possibility of making a charitable contribution
toward a conservation easement.

Ed Lloyd stated that I would receive a tax deduction based upon my contribution amount if I
decided to participate.

Ed Lloyd clearly indicated to me that any contribution would solely be for a tax benefit.
I knew that I would only receive a tax deduction for my contribution.
I had no expectation of receiving any profit or return other than a tax deduction.

On December 18, 2012, I wrote a check to “Forest Conservation 2012 II, LLC” in the amount of
$50,000.00, a copy of which is attached hereto as Exhibit A.

I was aware that my contribution amount would include Ed Lloyd’s fee,

I was aware that [ became a member of Forest Conservation 2012 I1, LLC once I wrote a check
for $50,000.00 on December 18, 2012,

I received a Schedule K-1 indicating my contribution minus Ed Lloyd’s fee and my resulting tax
deduction.

I also contributed to conservation easements in 2013 and 2014 with the assistance, guidance, and
tax advice of Ed Lloyd.

I am very satisfied with Ed Lloyd’s tax planning and preparations services.

j /f ‘ﬁbﬁ’i{‘ﬁ ommission x ires:
1 PRI T5015

BERNADETTE J. HOGSETT

otary Public - State of Florida
y Comm. Expires Aug 16, 2015
Commission # EE 106024

=




2014032598000011:000003 scanned on ARCHMGR by Operator K2USER4 on Mar 25, 2014 at 11:57:16 AM - Page 8 of 15,

Pay to th o
O%crcfe ON LS S 202 I $ y‘o) oD
FLE S Tt =" Doliurs 8 Iz |

U

Exhibit A
Affidavit of

Kyle Martel

SEC-BBT-P-0000026
SEC-Defense-000009475



AFFIDAVIT OF WILLIAM MITCHELL

1, William Mitchell, having been duly sworn do hereby depose and state the following:

1.

11.

12.

13.

15.

16.

I am a resident of Spartanburg, South Carolina, over 18 years of age, competent to make this
Affidavit, and do so of my own personal knowledge.

I have been a tax client of Ed Lloyd & Associates, Inc. for about ten years,

In 2011, I learned about the possibility of making a charitable contribution toward a conservation
easement from a co-worker, a strategy the co-worker learned of through Ed Lloyd.

I spoke with Ed Lloyd, and he stated that I would receive a tax deduction based upon my
contribution amount if I decided to participate.

Ed Lioyd clearly indicated to me that any contribution would solely be for a tax benefit.
I knew that I would only receive a tax deduction for my contribution.
I had no expectation of receiving any profit or return other than a tax deduction.

On December 20, 2011, I wrote a check to “Ed Lloyd & Assoc.” in the amount of $36,750.00, a
copy of which is attached hereto as Exhibit A,

I was aware that my contribution amount would include Ed Lloyd’s fee.

I received a Schedule K-1 indicating my contribution minus Ed Lloyd’s fee and my resulting tax
deduction.

In 2012, I contributed to another conservation easement with the assistance, guidance, and tax
advice of Ed Lloyd.

On December 3, 2012, I wrote a check to “Forest Conservation 2012, LLC” in the amount of
$35,000.00, a copy of which is attached hereto as Exhibit B.

I was aware that my contribution amount would include Ed Lloyd’s fee.

I was aware that | became a member of Forest Conservation 2012, LLC once | wrote a check for
$35,000.00 on December 3, 2012.

[ received a Schedule K-1 indicating my contribution minus Ed Lloyd’s fee and my resulting tax
deduction.

In 2014, I am contributing to another conservation easement with the assistance, guidance, and
tax advice of Ed Lloyd.



17. [ am very satisfied with Ed Lloyd’s tax planning and preparations services.

dLWW//

FURTHER THE AFFIANT SAYETH NOT.

llam Mitchell
Sworn to and subscribed before me
This /<% day of December, 2014
o s T e Ty
Azi&%é &;@%M My Commissiop Expires:
Notary Public /e 7’/‘;& 2%
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AFFIDAVIT OF GREGORY M. ORR

I, Gregory M. Orr, having been duly sworn do hereby depose and state the following:

1.

(US]

10.

11

12.

13.

FURTHER THE AFFIANT SAYETH NOT.

I am a resident of Winston-Salem, North Carolina, over 18 years of age, competent to make this
Affidavit, and do so of my own personal knowledge.

I have been a tax client of Ed Lloyd & Associates, Inc. since 2002.

In 2012, I was approached by Ed Lloyd about the possibility of making a charitable contribution
toward a conservation easement.

Ed Lloyd stated that I would receive a tax deduction based upon my contribution amount if [
decided to participate.

Ed Lloyd clearly indicated to me that any contribution would solely be for a tax benefit.
I knew that I would only receive a tax deduction for my contribution.
I had no expectation of receiving any profit or return other than a tax deduction.

On December 18, 2012, I wrote a check to “Forest Conservation 2012 II, LLC” in the amount of
$20,000.00, a copy of which is attached hereto as Exhibit A,

I was aware that my contribution amount would include Ed Lloyd’s fee.

1 was aware that | became a member of Forest Conservation 2012 II, LLC once I wrote a check
for $20,000.00 on December 18, 2012.

I'received a Schedule K-1 indicating my contribution minus Ed Lloyd’s fee and my resulting tax
deduction.

In 2014, I am contributing to another conservation easement with the assistance, guidance, and
tax advice of Ed Lloyd.

I am very satisfied with Ed Lloyd’s tax planning and preparations services.

/—3-———-*-70‘"—‘""

Gregory M. Orr

Sworn to and subscribed before me R vl

s,
This 33 day of December, 2014 e\z‘? ANN 4, ;”1,
L A S g, %
4 My Commission Expires: s& QP‘M}' %

Nétary Public ~29-/5 §§ N
Ef: oS \O‘b
) 01.29"
'e%’a
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AFFIDAVIT OF SHAUN E. ORR

I, Shaun E. Orr, having been duly sworn do hereby depose and state the following:

1. I am a resident of Mooresville, North Carolina, over 18 years of age, competent to make this
Affidavit, and do so of my own personal knowledge.

2. I have been a tax client of Ed Lloyd & Associates, Inc. for about 13 years.

3. In 2012, T was approached by Ed Lloyd about the possibility of making a charitable contribution
toward a conservation easement.

4. Ed Lloyd stated that I would receive a tax deduction based upon my contribution amount if I
decided to participate.

5. Ed Lloyd clearly indicated to me that any contribution would solely be for a tax benefit.
6. I knew that 1 would only receive a tax deduction for my contribution.

7. I had no expectation of receiving any profit or return other than a tax deduction.

8. On December 15, 2012, I wrote a check to “Forest Conservation 2012” in the amount of

$20,000.00, a copy of which is attached hereto as Exhibit A.
5. I was aware that my contribution amount would include Ed Lloyd’s fee.

10. 1 was aware that [ became a member of Forest Conservation 2012 11, LL.C once I wrote a check
for $20,000.00 on December 15, 2012.

11 I received a Schedule K-1 indicating my contribution minus Ed Lloyd’s fee and my resulting tax
deduction.
12. In 2014, I am contributing to another conservation easement with the assistance, guidance, and
tax advice of Ed Lloyd.
13. [ am very satisfied with Ed Lloyd’s tax planning and preparations services.
FURTHER THE AFFIANT SAYETH NOT. m
Shaun E. Ot

Sworn to and subscribed before me
This [23® day of December2044 JC»%\uw/ﬂj 2015

(,%M W@@\Q!QQMJ \ifommlssmn Ex i 465

Notary Public 22.,20
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AFFIDAVIT OF LESLIE S. POWELL

I, Leslie S. Powell, having been duly sworn do hereby depose and state the following:

1.

10.

11.

12.

13.

14.

15.

16.

17.

18.

I am a resident of Mooresville, North Carolina, over 18 years of age, competent to make this
Affidavit, and do so of my own personal knowledge.

I have been a tax client of Ed Lloyd & Associates, Inc. for about three years.

In 2011, I learned about the possibility of making a charitable contribution toward a conservation
easement from a neighbor, a strategy the neighbor learned of through Ed Lloyd.

I spoke with Ed Lloyd, and he stated that [ would receive a tax deduction based upon my
contribution amount if I decided to participate.

Ed Lloyd clearly indicated to me that any coniribution would solely be for a tax benefit.
[ knew that I would only receive a tax deduction for my contribution.
I had no expectation of receiving any profit or return other than a tax deduction.

On December 20, 2011, I wrote a check to “Ed Lloyd Associates PLLC” in the amount of
$47,500.00, a copy of which is attached hereto as Exhibit A.

On December 23, 2011, I wrote another check to “Ed Lloyd LLC” in the amount of $32,250.00, a
copy of which is attached hereto as Exhibit B, for a total contribution amount of $79,750.00.

I was aware that my contribution amount would include Ed Lioyd’s fee.

I received a Schedule K-1 indicating my contribution minus Ed Lloyd’s fee and my resulting tax
deduction.

In 2012, I contributed to another conservation easement with the assistance, guidance, and tax
advice of Ed Lloyd.

On September 25, 2012, I wrote a check to “Forest Conservation 2012” in the amount of
$60,000.00, a copy of which is attached hereto as Exhibit C,

I was aware that my contribution amount would include Ed Lloyd’s fee.

1 was aware that I became a member of Forest Conservation 2012, LLC once | wrote a check for
$60,000.00 on September 25, 2012,

I received a Schedule K-1 indicating my contribution minus Ed Lloyd’s fee and my resulting tax
deduction.

In 2013, I contributed to another conservation easement with the assistance, guidance, and tax
advice of Ed Lloyd.

In 2014, I am contributing to another conservation easement with the assistance, guidance, and
tax advice of Ed Lloyd.



19. I am very satisfied with Ed Lloyd’s tax planning and preparations services.

FURTHER THE AFFIANT SAYETH NOT.

Sworn to and subscribed before me

This i day of’%ige’mf’)’ér, 2014 e . 4
e DS G | My Commission Expires

A / ~ - My Commission Expires: ~ April 22, 2019

Notary Public D) i
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AFFIDAVIT OF LARRY PRICE

I, Larry Price, having been duly sworn do hereby depose and state the following:

1. I am a resident of Charlotte, North Carolina, over 18 years of age, competent to make this
Affidavit, and do so of my own personal knowledge.

2. I have been a tax client of Ed Lloyd & Associates, Inc. for more than ten years.

In 2011, I was approached by Ed Lloyd about the possibility of making a charitable contribution
toward a conservation easement.

(V]

4. Ed Lloyd stated that I would receive a tax deduction based upon my contribution amount if 1
decided to participate.

5. Ed Lloyd clearly indicated to me that any contribution would solely be for a tax benefit.

6. I knew that I would only receive a tax deduction for my contribution.

7. 1 had no expectation of receiving any profit or return other than a tax deduction.

8. On December 19, 2011, I wrote a check to “Ed Lloyd & Associates” in the amount of $36,750.00,
a copy of which is attached hereto as Exhibit A.

9. I was aware that my contribution amount would include Ed Lloyd’s fee.

10. I received a Schedule K-1 indicating my contribution minus Ed Lloyd’s fee and my resulting tax
deduction.

11. In 2012, I contributed to another conservation easement with the assistance, guidance, and tax

advice of Ed Lloyd.

12. On November 12, 2012, I wrote a check to “Forest Conservation 2012, LLC” in the amount of
$40,000.00, a copy of which is attached hereto as Exhibit B.

13. I was aware that my contribution amount would include Ed Lloyd’s fee.

I was aware that I became a member of Forest Conservation 2012, LLC once I wrote a check for
$40,000.00 on November 12, 2012.

oy
S

15. I received a Schedule K-1 indicating my contribution minus Ed Lloyd’s fee and my resulting tax
deduction.



16. I am very satisfied with Ed Lloyd’s tax planning and preparations services.

FURTHER THE AFFIANT SAYETH NOT. / B
) ;ﬁ ;:‘/),/; .
A A

%
Farry Pric/e;’/
Swo and subscribed before me a
This day of Iﬁ%er 2014
é My Copmmission Expires:
Notary Pliblic 7 TRAI I I‘ZII"Zﬂl;

CRYSTAL LYTLE
Notary Public
Mecklenbyrg County
4 North Carojina
LMy Commission Expires Apr 18, 2015 b
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AFFIDAVIT OF ROBERT SHELLEY

1, Robert Shelley, having been duly sworn do hereby depose and state the following:

1. I am a resident of Waxhaw, North Carolina, over 18 years of age, competent to make this
Affidavit, and do so of my own personal knowledge.

2. I have been a tax client of Ed Lloyd & Associates, Inc. for about five years.

3. In 2012, I learned about the possibility of making a charitable contribution toward a conservation
easement from a third party.

4. I spoke with Ed Lloyd, and he stated that [ would receive a tax deduction based upon my
contribution amount if I decided to participate.

5. Ed Lloyd clearly indicated to me that any contribution would solely be for a tax benefit.

6. 1 knew that I would only receive a tax deduction for my contribution.

7. 1 had no expectation of receiving any profit or return other than a tax deduction.

8. On December 20, 2012, I wrote a check to “Forest Conservation, LLC” in the amount of
$25,000.00, a copy of which is attached hereto as Exhibit A.

9. I was aware that my contribution amount would include Ed Lloyd’s fee.

10. | was aware that | became a member of Forest Conservation 2012 11, LLC once | wrote a check
for $25,000.00 on December 20, 2012.

11. I received a Schedule K-1 indicating my contribution minus Ed Lloyd’s fee and my resulting tax
deduction.

12. In 2014, I am contributing to another conservation easement with the assistance, guidance, and
tax advice of Ed Lloyd.

13. I am very satisfied with Ed Lloyd’s tax planning and preparations services.

FURTHER THE AFFIANT SAYETH NOT. @

Y SN AN

Robert Shelley
Sworr A_? T&nd subscribed before me
This l day of January, 2015

Q&Ww\g&@p@w yiCommission Expires:

Notary Public U/VLQ Z 207
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AFFIDAVIT OF JOHN M. SMITH

I, John M. Smith, having been duly sworn do hereby depose and state the following:

1.

10.

11.

12.

13.

14.

I am a resident of Elgin, South Carolina, over 18 years of age, competent to make this Affidavit,
and do so of my own personal knowledge.

I have been a tax client of Ed Lloyd & Associates, Inc. for the past four years.

In 2012, I was approached by Ed Lloyd about the possibility of making a charitable contribution
toward a conservation easement.

Ed Lloyd stated that | would receive a tax deduction based upon my contribution amount if |
decided to participate.

Ed Lloyd clearly indicated to me that any contribution would solely be for a tax benefit.
1 knew that I would only receive a tax deduction for my contribution.
I had no expectation of receiving any profit or return other than a tax deduction.

On December 14, 2012, I wrote a check to “Forest Conservation 2012 II, LLC” in the amount of
$35,000.00, a copy of which is attached hereto as Exhibit A.

I was aware that my contribution amount would include Ed Lloyd’s fee.

I was aware that I became a member of Forest Conservation 2012 II, LLC once [ wrote a check
for $35,000.00 on December 14, 2012.

I received a Schedule K-1 indicating my contribution minus Ed Lloyd’s fee and my resulting tax
deduction.

In 2013, I contributed to another conservation easement with the assistance, guidance, and tax
advice of Ed Lloyd.

In 2014, I am contributing to another conservation easement with the assistance, guidance, and
tax advice of Ed Lloyd.

I am very satisfied with Ed Lloyd’s tax planning and preparations services.

FURTHER THE AFFIANT SAYETH NOT. /)9%& W M

Sworn to and subscribed before me

J(ﬁﬁ M. Smith

This 29 day of December, 2014

M‘K Qo 4R oo Q%\_ My Commission Expires:

24231214
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AFFIDAVIT OF BRUCE WILLETTE

1, Bruce Willette, having been duly sworn do hereby depose and state the following:

1. I am a resident of Charlotte North Carolina, over 18 years of age, competent to make this
Affidavit, and do so of my own personal knowledge.

2. 1 have been a tax client of Ed Lloyd & Associates, Inc. since 1996.

3. In 2011, I was approached by Ed Lloyd about the possibility of making a charitable contribution
toward a conservation easement.

4, Ed Lloyd stated that I would receive a tax deduction based upon my contribution amount if I
decided to participate.

5. Ed Lloyd clearly indicated to me that any contribution would solely be for a tax benefit.

6. 1 knew that I would only receive a tax deduction for my contribution.

7. I had no expectation of receiving any profit or return other than a tax deduction.

g. On December 22, 2011, T wrote a check to “Ed Lloyd & Assoc.” in the amount of $36,750.00, a
copy of which is attached hereto as Exhibit A.

9. I was aware that my contribution amount would include Ed Lloyd’s fee.

10. I received a Schedule K-1 indicating my contribution minus Ed Lloyd’s fee and my resulting tax
deduction.

11. In 2014, I am considering contributing to another conservation easement with the assistance,

guidance, and tax advice of Ed Lloyd.

12. I am very satisfied with Ed Lloyd’s tax planning and preparations services.
FURTHER THE AFFIANT SAYETH NOT.
S (;’\fnz év(///\
Bruce Willette

Sworn to and subscribed before me
This”, day of December, 2014

E.U/V\buf\étb iwi/’\&ﬁ\/ My Commission Expires:
Notary Public g 2 2.2.019
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2120 CAREY AVENUE, SUITE 300
CHEYENNE, WY 82001
P.0.Box 87

CHEYENNE, WY 82003
307-635-0710
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WITH ATTORNEYS ADMITTED IN
WY COUTCAIDNEND & WA

January 15, 2015

Mr. Frederick Sharpless
VIA EMAIL: fks@sharpless-stavola.com

Re:  Inthe Matter of Paul Edward “Ed” Lloyd, Jr., CP4, SEC Administrative
Proceeding File No. 3-16182

Dear Mr. Sharpless:

I am furnishing this letter to you in connection with the above-referenced matter
(the “SEC Proceeding”). You have engaged me to consider issues of Wyoming law that
are involved in the SEC Proceeding. I understand that you represent Mr. Lloyd in the
matter and will be utilizing my opinions in his defense.

DOCUMENTS REVIEWED

In connection with this letter, you have supplied me, and I have reviewed, copies
of the following documents:

1. Order Instituting Administrative and Cease — and — Desist Proceedings
which is undated but apparently was entered in order to commence the SEC Proceeding.

2. Answer and Motion of Paul Edward “Ed” Lloyd, Jr., CPA dated October
22,2014.

3. Operating Agreement of Forest Conservation 2012, LLC (the “LLC”) dated
and executed effective as of December 7, 2012 (the “Initial Operating Agreement”).

4. The Amendment and Correction to Operating Agreement of Forest
Conservation 2012, LLC (the “Amended Operating Agreement”) executed by eighteen
(18) members of the LLC dated to be effective December 7, 2012. The Amended
Operating Agreement and the Initial Operating Agreement are hereinafter sometimes
referred to as the “Operating Agreement.”

Exhibit 9
Respondent's

Brief

H OFFICES IN CHEYENNE, JACKSON, EVANSTON, CASPER, WY; DENVER, CO & PARK CITY, UT




Mr. Frederick Sharpless
January 15, 2015
Page 2

5. Schedule K-1s for the year 2012 issued by the LLC to various members,
including to Christopher R. Brown (“Brown”), James R. Carson (“Carson”) and Michael
T. Malloy (“Malloy”).

6. Checks payable to the LLC drawn upon bank accounts owned by Brown,
Carson, Malloy and their wives.

7. An Affidavit of Carson dated January 8, 2015.

8. Affidavits similar to the Carson Affidavit from several of the other
members of the LLC.

The items listed above are the only documents I have considered in connection
with the SEC Proceeding and the transactions described therein. In connection with my
opinion, as to any matters of fact, I am relying on the above-referenced documents and
those facts which are further set forth below.

RELEVANT FACTS

The following facts have been brought to my attention by or on behalf of Paul
Edward Lloyd, Jr.:

1. Mr. Lloyd communicated with Messrs. Brown, Carson and Malloy (the
“Allegedly Omitted Members”) regarding the opportunity for the Allegedly Omitted
Members to become members of the LLC, and each of the Allegedly Omitted Members
verbally agreed with Mr. Lloyd to become members, and Mr. Lloyd on behalf of the LLC
verbally agreed to accept them as members.

2. Each of the Allegedly Omitted Members paid cash consideration in
exchange for their acquisition of a membership interest in the LLC.

3. Each of the Allegedly Omitted Members received all reports and
communications provided by the LLC and by Mr. Lloyd to the other fifteen (15)
members of the LLC with respect to their tax reporting and in response to their questions.

4. In particular, each of the Allegedly Omitted Members received a Schedule
K-1 from the LLC indicating their proportionate share of all income, loss, expense,
deduction, gain and other tax consequences attributable to the LLC, and each such K-1
was timely received and was transferred to the Allegedly Omitted Members at the same
time as appropriate K-1s were transmitted by the LLC to the other fifteen (15) members



Mr. Frederick Sharpless
January 15, 2015
Page 3

of the LLC. Each K-1 reflects each member’s percentage interest in the capital of the
LLC in an amount equal to the percentage set forth in Exhibit “C” to the Amended
Operating Agreement as the “Percentage After Fee.”

5. Upon discovery of the omission of the Allegedly Omitted Members from
the schedule of members attached to the Initial Operating Agreement, the Amended
Operating Agreement was prepared by Mr. Lloyd and each of the Allegedly Omitted
Members executed the same confirming their acquisition of a membership interest in the
LLC effective as of December 7, 2012. At the same time, each of the other fifteen (15)
members of the LLC similarly confirmed their own admission and the admission of the
Allegedly Omitted Members as members of the LLC by executing the Amended
Operating Agreement.

6. The Amended Operating Agreement was executed at some point in time
after December 7, 2012 and was dated back in time to the date of December 7, 2012. As
of December 7, 2012, each of the Allegedly Omitted Members and the fifteen (15) other
members of the LL.C had agreed to acquisition of a membership interest in the LLC, had
agreed to the membership of the seventeen (17) other members, and had transferred
consideration to the LLC in exchange their membership.

7. The backdating of the Amended Operating Agreement was not intended by
any of the eighteen (18) parties signatory thereto to defraud any third party, deprive any
third party of rights that may have otherwise accrued, or alter the agreement otherwise
then understood among the eighteen (18) signatories.

8. Each of the Allegedly Omitted Members has claimed a deduction on the
2012 Form 1040 submitted by each of the Allegedly Omitted Members to the Internal
Revenue Service, reflecting their appropriate proportionate share of the pass-through of
the charitable contribution deductions attributable to each, and each has thereby obtained
the tax benefit upon which each and in exchange for which each had agreed to become a
member of the LLC.

9. There was no condition to membership set forth in the Operating
Agreement of the LLC, nor verbal agreement between or among any of the manager,
members or Allegedly Omitted Members, that as a condition precedent to membership
any member be required to complete any documentation for, or receive approval from,
any third party or governmental organization.
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10. There was no condition to membership set forth in the Operating
Agreement of the LLC, nor verbal agreement between or among any of the manager,
members or Allegedly Omitted Members, that as a condition precedent to membership
there be a disclosure to any third party of any information with respect to any specific
member.

11.  None of the Allegedly Omitted Members dissociated from the LLC at any
time relevant to the transactions involved in the SEC Proceeding.

ASSUMPTIONS

For purposes of this opinion, and with your permission, I have assumed the
following without independent verification:

1. The genuineness of all signatures on the documents reviewed by me;

2. The exact conformity with the executed originals of all documents
submitted to me as photostatic, telefacsimile, or electronic copies, with no subsequent
material amendments or modifications thereto or subsequent mandatory agreements,
written or verbal, of having been made;

3. The legal capacity of the individual signatories to the Amended Operating
Agreement; and

4. The compliance of the transactions described in the SEC Proceeding with
tax and other laws not otherwise involved in the SEC Proceeding.

Except as may be expressly provided otherwise herein, this opinion is governed by
and shall be interpreted in accordance with the ABA Business Section “Accord”
Regarding Third-Party Opinions, to the extent the same may be applicable to situations
such as this opinion with respect to the SEC Proceeding. As a consequence of the
application of the Accord, my opinion is subject to qualifications, exceptions, definitions,
and limitations, all as more particularly described in the Accord, and my opinion should
be read in conjunction therewith.

OPINION

I have examined the laws of the State of Wyoming in my consideration of the
opinions expressed below. My examination has been limited to only current laws of
general applicability to transactions of the nature described in the SEC Proceeding,
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excluding local laws and regulations, and laws or regulations not published in a manner
generally available to practicing attorneys. My opinions are primarily based upon the
Wyoming limited Liability Company Act and upon the common law of the State of
Wyoming with respect to contracts. Based solely on the foregoing and subject to the
assumptions, exceptions, qualifications and limitations set forth in this letter, I am of the
opinion that Messrs. Brown, Carson and Malloy, the Allegedly Omitted Members, were
members of the LLC at all times relevant to the matters described in the SEC Proceeding.

ANALYSIS

Under the Wyoming Limited Liability Company Act, an LLC’s operating
agreement is just that, an agreement. Itis to be judged under basic contract law. An LLC
has broad authority to adopt whatever provisions it may wish in its operating agreement,
provided that it does not eliminate the contractual obligation of good faith and fair
dealing nor adopt any of the other prohibited provisions described in Wyo. Stat. § 17-29-
110(c). This contractual nature of an LLC has been recognized both by the Wyoming
Supreme Court, Lieberman v. Wyoming.com LLC, 82 P.3d 274 (Wyo. 2004), and in the
relevant literature, Rogers, Business Organizations — Staying Afloat with a Hole in the
Wyoming LLC Act;, Default Rules in a Contractual LLC World, 5 Wyo. L. Rev. 351
(2005); Cottam et al., The 2010 Wyoming Limited Liability Company Act;, a Uniform
Recipe with Wyoming “Home Cooking,” 11 Wyo. L. Rev. 49 (2011). As is the case with
other contractual arrangements, the Wyoming Limited Liability Company Act recognizes
that an operating agreement may be based upon the verbal agreement of the members,
Wyo. Stat. § 17-29-102(a)(xiv). An operating agreement can be oral, can be set forth in
one or more writings, can be implied from the facts and circumstances of the parties, or
can be determined based upon any combination thereof, /d.

The concern of the SEC appears to arise from its belief that the Allegedly Omitted
Members were not actually members of the LLC. However, each of the Allegedly
Omitted Members paid a consideration for their membership interest, received a benefit
in the form of a tax deduction as the expected result of their membership in the LLC, and
executed the amendment to the operating agreement affirming their membership in the
LLC pursuant to the provisions of the Initial Operating Agreement. Although the
documentation establishing the membership in the LLC of the Allegedly Omitted
Members may not have been executed in writing at or prior to the time of their
contributions to the LLC or their receipt of the bargained-for benefits from the LLC, such
“backdating” does not invalidate the written documentation nor render it something that
can be lightly overlooked.
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The “backdating” that is represented by the amendment to the operating agreement
simply memorializes all material events that did indeed occur with respect to the
Allegedly Omitted Members to the same full extent and effect as had occurred with the
fifteen other members of the LLC. Nothing in the amendment to the operating agreement
purports to represent that it was actually signed on the “effective” date of December 7,
2012 that is described in the document, and some courts would refrain from using the
term “back dating” to describe this after-the-fact written memorialization, Moore v.
Commissioner, 93 T.C.M. (CCH 1275) (2007). The courts have certainly recognized the
effective date of documents that were created after the fact in order to memorialize a
prior agreement, United States v. Micke, 859 F.2d 473 (7" Cir. 1988). Wyoming is
located in the 10™ Circuit, which also has acknowledged that back dating of documents,
including corporate documents is “not necessarily illegal,” U.S. v. Gordon, 710 F.3d 1124
(10" Cir. 2013), citing United States v. Reyes, 577 F.3d 1069 (9" Cir. 2009). Where, as
here, the backdating reflected the date on which a matter had been agreed, then the court
would determine that “the backdating was legitimate . . .” Micke, supra. at 478. The
government itself has acknowledged the legitimacy of written documentation dated prior
to the date of execution which memorializes a prior event. In fact, the government has
affirmatively argued that a back dated document indeed memorialized a prior event and
that the effective date of the agreed event should be governed by the back dated
document, Moore v. Commissioner, supra at 283. To the extent the SEC Proceeding is
based upon a contention that the three Allegedly Omitted Members were not members of
the LLC, it has no foundation in and is contrary to Wyoming law.

The statutory requirements for a person to become a member of an LLC are set
forth in Wyo. Stat. § 17-29-401. There are alternative methods for the same to be
accomplished, at least two of which have been fulfilled by each of the Allegedly Omitted
Members, i.e. their membership is provided in the Operating Agreement and their
membership has been consented to by all of the other members of the LLC. In my
opinion, the SEC is mistaken as a matter of law insofar as it has concluded that the
Allegedly Omitted Members are not members; those three gentlemen are members of the
LLC as a matter of Wyoming law.

QUALIFICATIONS

The foregoing opinion is subject to the following qualifications:
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(1) My opinion is limited to the present effect of the internal laws of the state
of Wyoming which are generally applicable to transactions of the nature described in the
SEC Proceeding. I expressly note that my opinion does not address any of the following
legal issues: securities laws and regulations; taxation laws and regulations; fraudulent
transfer and conveyance, bankruptcy, moratorium and similar laws involving adequacy of
consideration and/or insolvency; and criminal and civil forfeiture laws.

(ii)) To the extent the Operating Agreement remains executory in nature, the
members’, including the Allegedly Omitted Members’, rights and remedies, and the
validity, binding nature, and enforceability of any of the terms of the Operating
Agreement, may be limited or otherwise affected by general principles of equity
(regardless of whether enforceability is considered in a proceeding in law or at equity).
Without limiting the generality of this observation, I note that Wyoming courts have in
the past denied enforcement of various contractual provisions in furtherance of equitable
principles involving a duty of good faith and fair dealing, honesty and reasonableness,
unconscionability, materiality, commercial impracticability, and other factual
circumstances leading a court to find enforcement to be inequitable.

(iii) To the extent the Operating Agreement remains executory in nature, the
members’, including the Allegedly Omitted Members’, rights and remedies, and the
validity, binding nature, and enforceability of any of the terms of the Operating
Agreement, may be limited or otherwise affected by the effect of general rules of contract
law and/or tort law that:

a. Provide that where less than all of an agreement is unenforceable,
the balance is enforceable only when the unenforceable portion is
not an essential part of the agreed exchange;

b. Limit the recovery of damages to the extent the aggrieved party
could have avoided damages by reasonable efforts; and

C. Permit a party who has materially failed to render or offer
performance the opportunity to cure such failure prior to the time the
applicable performance condition can no longer occur.

(iv) The opinions expressed herein are strictly limited to the matters stated
herein and no other opinions may be implied. Without limiting the generality of the
foregoing, I specifically advise that I express no opinion as to:
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a. Title to any property of LLC; or

b. The accuracy of any description of assets or property used in the
Operating Agreement or documents filed or submitted in connection
with the SEC Proceeding.

(v) I have prepared this letter for you in connection with the SEC Proceeding,
and it shall not be used for any other purpose or relied upon by any other party without
my permission.

The opinions expressed above are rendered as of the date of this letter and are
based on the information provided as noted above. I expressly disclaim any obligation to
update this letter or otherwise to advise you of any matters (including, but not limited to,
any subsequently enacted, published or reported laws, rules, regulations or judicial
decisions having retroactive effect) which may come to my attention after the date of this
letter and which affect any of the opinions expressed in this letter.

Very truly yours,

LONG REIMER WINEGAR BEPPLER LLP

BY: THOMAS N. LONG
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The senior member of Long Reimer Winegar Beppler LLP, Mr. Long is widely recognized as an
outstanding practitioner with expertise in tax, estate, commercial, property and business
organization law.

Education and Licensure: Mr. Long graduated magna cum laude with degrees in Economics
and Political Science from the University of Wyoming in 1972, and received his J.D. degree at
Harvard Law School in 1976. Mr. Long has been admitted to practice in the U.S. Tax Court
since 1981. He is licensed to practice law in the states of Washington and Wyoming.

From Chambers and Partners; “Thomas Long is commended by sources as a “great business
Jawyer” for “tax and estate planning in particular.” He also focuses on business structure and
real estate matters.”

Community Service: Mr. Long served as commissioner of the Cheyenne Housing Authority for
seventeen years through 2012, a director of the Cheyenne Regional Medical Center Foundation,
and served by appointment of the Wyoming Supreme Court as a member of the Lawyer
Mentoring Program Implementation Board, having previously co-chaired the Wyoming State Bar
Association Mentoring Committee with partner Natalie Winegar. Mr. Long previously served on
committees involved in the revision of the Wyoming Business Corporation Act and Wyoming
Limited Liability Company Act.

Memberships and Professorships: Mr. Long is a fellow of the American College of Trust and Estate Counsel (state chairman 1998-2003), a fellow
of the American College of Tax Counsel, a member of the Society of Trust and Estate Practitioners and a member of Phi Beta Kappa. Mr. Long
served as an Adjunct Professor of Law (Gift and Estate Taxation) at the University of Wyoming College of Law in 1982, and has reguiarly provided
guest lectures since that time.

Speaking Engagements: Mr. Long has made presentations on behalf of ALI-ABA, ACTEC, the Wyoming and Colorado Bar Associations and other
organizations. Mr. Long’s recent speaking engagements include:
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Beyond”

Denver Estate Planning Council, November 21, 2013, “Simple Solutions To Common Problems: What Should Be in Your Bag Of Tricks”

2012 Society of Trust and Estate Practitioners, September 22, 2012, “A Comparative Analysis of U.S. Trust and PTC Situs States”

2011 Wyoming State Bar Convention, September 15, 2011, “Wealth Preservation and Planning for Business Entities, Individuals and Trusts
Having a Situs in Wyoming”

2011 University of Wyoming College of Law, September 10, 2011, “Putting Wyoming's New LLC Statute to Work for You and Your Client”
2010 Wyoming State Bar Convention, September 16, 2010 “The Wyoming Limited Liability Company Act’

2010 NAIFA Wyoming, April 20, 2010, “Irrevocable Trusts Holding Life Insurance Policies”

2009 Wyoming State Bar Convention, September 16, 2009, “2009 Amendments to Wyoming Business Corporation Act”

2009 Colorado Bar Association 23:4 Biennial Advanced Estate Planning Symposium, September 10, 2009, “Domestic Asset Protection: Choice of
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2008 Wyoming State Bar Convention, September 10, 2008, “Irrevocable Trusts”
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