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This brochure provides information about the qualifications and business practices of Phoenix Realty 

Group, LLC.  If you have any questions about the contents of this brochure, please contact us at 212-207-

1999 or info@phoenixrg.com.  The information in this brochure has not been approved or verified by the 

United States Securities and Exchange Commission (the “SEC”) or by any state securities authority. 

 

Additional information about Phoenix Realty Group, LLC also is available on the SEC’s website at 

www.adviserinfo.sec.gov.  You can search this site by a unique identifying number, known as a CRD 

number. Phoenix Realty Group, LLC’s CRD number is 160249.  
 

While Phoenix Realty Group, LLC is a SEC-registered investment adviser, such registration does not 

imply a requisite level of skill or training.  
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Item 2      Material Changes  

Pursuant to exemptions which may no longer be available, Phoenix Realty Group, LLC (the “Firm”) 

was not required to register as an investment adviser with the Securities and Exchange Commission 

(the “SEC”) prior to March 2012.  This Firm Brochure, dated March 2018, is the Firm’s updated 

disclosure document prepared according to the SEC’s current requirements and rules applicable to 

registered investment advisers.  As you will see, this document is a narrative providing detailed 

information regarding the Firm, its practices, fees, actual and potential conflicts of interest and key 

mitigating circumstances, policies and controls.   

This Item 2 is used to provide Firm clients (each a “Fund” or “Client”; and, collectively, the “Funds” or 

“Clients”) and/or fund investors (each a “Third Party Fund Investor”) with a summary of new and/or 

updated information which are material changes.   

Consistent with current SEC rules, the Firm will ensure that a summary of any material changes to this 

and subsequent Brochures is received within 120 days of the close of our business fiscal year.  

Furthermore, the Firm will provide other interim disclosures about material changes as necessary. 

As of the date of this Firm Brochure, March 2018, our firm has no material changes to report 

regarding our firm or our services since our last Form ADV filing in March 2017: 
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Item 4      Advisory Business 

 

The Firm is an SEC registered investment adviser with its principal place of business in New York.  

The Firm began conducting business in September 1999.  The Firm is owned by JMF Associates LP, a 

Delaware limited partnership (43.50% managing member); Keith B. Rosenthal (27% member); Con 

Am Real Estate, Ltd. (20% member); and E. Ron Orgel (9.5% member).   JMF Associates LP is owned 

and controlled by J. Michael Fried (99.99%) and JMF Associates, Inc., a Delaware corporation (.01% 

general partner).  JMF Associates, Inc. is owned and controlled by J. Michael Fried (100%).   Con Am 

Real Estate, Ltd., is owned and controlled by DJE, Inc., a California partnership (1% general partner); 

Daniel J. Epstein (65% limited partner); Lester Korn (17% limited partner); and Richard Ferry (17% 

limited partner).  DJE, Inc. is owed by Daniel J. Epstein (100%). 

 

Investment Management Services 

 

The Firm is a national developer, owner, and operator of real estate and to capitalize the required equity 

for its real estate activities the Firm sponsors’ investment funds that are either discretionary or fully 

specified.  The Firm provides these investment funds with fund management and investment advisory 

services relating to the acquisition, development, ownership, operation and sale of real estate and 

interests in real estate.     

 

Each private fund is typically structured as a limited liability company or a limited partnership, with a 

subsidiary of the Firm serving as the manager or general partner or co-general partner of the private 

fund, as the case may be (whether a general partner or co-general partner of a limited partnership or a 

manager of a limited liability company, in each case, the “Fund General Partner”). 

 

 

The Firm currently provides fund management and investment advisory services solely to the following 

Funds: 

                                                           

The Firm’s Opportunity Funds 

 

Each Opportunity Fund requires an investment by the Firm and its principals, a portion of which has 

been raised from investors.  These Firm investments are contributed through an investment vehicle 

managed by the Firm: 

 

Opportunity Fund Firm Investment 

California Urban Housing Fund, LLC Phoenix Realty Fund Investors I, LLC 

PRG Metropolitan Investors, LLC Phoenix Realty Fund Investors III, LLC 

 

The California Urban Housing Fund sold all of its remaining real estate assets in 2015 and distributed 

the net proceeds to investors.  The fund is maintaining an escrow for certain post-closing liabilities and 

adjustments related to the sale and will distribute any funds remaining in the escrow to investors in 

2018.  PRG Metropolitan Investors (“PRG MI”) was formed to invest in the development of a mixed 

use property in New York City that included a for-sale residential condominium, a rental apartment 

condominium, a church condominium, and a parking condominium.  PRG MI, through its subsidiary 

Fifth on the Park Condo LLC, sold the final condominium units in 2016 and settled ongoing litigation 

with the Board of Managers of the Fifth on the Park Condominium.  PRG MI will distribute net 

proceeds to investors after all remaining liabilities are resolved.   
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The Firm’s Value-Added Multifamily Funds 

 

The primary business of The Firm’s Value-Added Multifamily Funds is to provide equity for the 

acquisition, repositioning, and operation of multifamily housing in various geographic markets, the first 

two of which are fully capitalized and closed. 

 

 Metropolitan Workforce Housing Fund LLC, a Delaware limited liability company: fund term 

expires 2016; and 

 Genesis Workforce Housing Fund II, LLC, a Delaware limited liability company: final real 

estate assets sold in 2015; 

 PRG Multifamily Strategic Value Fund, LLC, a Delaware limited liability company: initial 

investor closing and real estate assets in 2017; fund term of 6 years. 

 

Several of the Value-Added Multifamily Fund requires an investment by the Firm and its principals, a 

portion of which has been raised from investors.  These Firm investments are contributed through an 

investment vehicle managed by the Firm: 

 

Value-Added Multifamily Fund Firm Investment 

Genesis Workforce Housing Fund II, LLC PRG Fund Investors IV, LLC 

Metropolitan Workforce Housing Fund PRG Fund Investors V, LLC 

 

The Genesis Workforce Housing Fund II sold all of its remaining real estate assets in 2015 and 

distributed the net proceeds to investors.  The fund maintained an escrow for certain post-closing 

liabilities and adjustments related to the sale and distributed almost all of the funds remaining in the 

escrow to investors in 2017.  The fund continues to maintain an escrow for minor ongoing costs, 

including tax returns and annual audits. 

 

The Firm’s Low Income Housing Tax Credit Funds 

 

The Firm has syndicated ten tax credit funds for financing the development of properties to serve the 

needs of low and moderate income individuals and families across the United States and Puerto Rico, 

each of which is fully capitalized and closed.  The last Low Income Housing Tax Credit Fund 

capitalized by the Firm was closed in 2007 and the Firm does not currently anticipate capitalizing a 

new Low Income Housing Tax Credit Fund. 

 

 Phoenix Realty California Properties LP, a Delaware limited partnership; 

 Phoenix Realty Tax Credit Fund II LP, a Delaware limited partnership; 

 Phoenix Realty Tax Credit Fund IV LP, a Delaware limited partnership; 

 Phoenix Realty Tax Credit Fund V LP, a Delaware limited partnership; 

 Phoenix Realty Tax Credit Fund VI LP, a Delaware limited partnership; 

 Phoenix Realty Tax Credit Fund VII LP, a Delaware limited partnership;  

 Phoenix Realty Tax Credit Fund VIII LP, a Delaware limited partnership; 

 

The Funds are not required to register under the Securities Act of 1933 or the Investment Company Act 

of 1940 in reliance upon certain exemptions available to issuers whose securities are not publicly 
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offered.   The Firm manages the Funds in accordance with the terms and conditions of each Fund's 

offering and organizational documents (in each case, the “Fund’s Organizational Documents”).  

 

Other Real Estate Investments 

 

The Firm acquires multifamily properties and develops affordable housing properties in various 

geographic markets.  Up to 99.99% of the acquisition, development, and renovation costs of these 

properties are financed with equity raised from institutional partners.  The remaining equity, typically 

5% - 20% of the total equity requirement, is financed by non-discretionary funds raised and managed 

by the Company. 

 

 

Property Name City State Description Private Fund 

Willoughby Court 

Apartments 

Brooklyn NY Acquisition and rehabilitation 

of a 267 unit affordable housing 

property expected to generate 

Tax Credits to a Tax Credit 

investor. 

N/A 

Ashwood Court Northridge CA Acquisition of a 72 unit 

affordable housing property 

expected to generate market 

rate returns. 

SF Valley Investor 

LLC 

Noble Pines Canoga Park CA Acquisition of a 68 unit 

affordable housing property 

expected to generate market 

rate returns. 

SF Valley Investor 

LLC 

White Oak Northridge CA Acquisition of an 80 unit 

affordable housing property 

expected to generate market 

rate returns. 

SF Valley Investor 

LLC 

Alvista Willow 

Brook 

Meriden CT Acquisition of a 180 unit 

apartment property with a value 

add program that is expected to 

generate market rate returns. 

211 Pomeroy 

Member, LLC 

Cordova 

Apartments 

Tampa FL Acquisition of a 536 unit 

apartment property with a value 

add program that is expected to 

generate market rate returns. 

The property was sold in 2017. 

12702 University 

Club Member, LLC 

Aurora Hills 

Apartments 

Aurora CO Acquisition of a 600 unit 

apartment property with a value 

add program that is expected to 

generate market rate returns. 

The property was sold in 2017. 

11850 East Maple 

Member, LLC 

Alvista Pembroke 

Landings 

Pembroke 

Pines 

FL Acquisition of a 300 unit 

apartment property with a value 

add program that is expected to 

generate market rate returns. 

10101 SW 14 

Member, LLC 
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Alvista Falls 

Apartments 

Westminster CO Acquisition of a 444 unit 

apartment property with a value 

add program that is expected to 

generate market rate returns. 

91st Court Member, 

LLC 

Alvista at the 

Bridge 

Hayward CA Acquisition of a 544 unit 

apartment property with a value 

add program that is expected to 

generate market rate returns. 

Hayward 544 

Member, LLC 

Lexington 

Apartments 

Jersey City NJ Acquisition and rehabilitation 

of a 152 unit affordable housing 

property expected to generate 

Tax Credits to a Tax Credit 

investor. 

N/A 

Keith Plaza 

Apartments 

Bronx NY Acquisition and rehabilitation 

of a 311 unit affordable housing 

property that is expected to 

generate market rate returns. 

Keith Kelly 

Preservation 

Associates, LLC 

Kelly Towers 

Apartments 

Bronx NY Acquisition and rehabilitation 

of a 302 unit affordable housing 

property that is expected to 

generate market rate returns. 

Keith Kelly 

Preservation 

Associates, LLC 

Alvista Jamaica 

Station 

Queens NY Development of a 380 unit 

mixed income property that is 

expected to generate market 

rate returns. 

PRG 94th Jamaica 

Member, LLC 

Paragon Portfolio Various  Acquisition of a 3,833 unit 

apartment portfolio with a value 

add program that is expected to 

generate market rate returns. 

PRG Paragon 

Member, LLC 

Alvista Jamaica 

Station, Phase 2 

Queens NY Development of a 400,000 

square foot mixed income 

property that is expected to 

generate market rate returns. 

PRG Jamaica II 

Member, LLC 

Alvista at 

Metrowest 

Orlando FL Acquisition of a 302 unit 

apartment property with a value 

add program that is expected to 

generate market rate returns. 

Orlando 301 

Member, LLC 

 

Assets under Management 

 

The respective Fund General Partners manage each private fund in accordance with the applicable 

Fund’s Organizational Documents.  Discretionary assets under the Firm’s management were 

$139,318,551 as of December 31, 2017 and non-discretionary assets under the Firm’s management 

were $ 1,322,668,368 as of December 31, 2017. Assets under management were determined using the 

fair market value of the gross real estate assets owned by the private funds and investments managed 

by the Firm.  Assets under management have not been pro-rated by percentage ownership of the Firm’s 

private funds, and have not been reduced by fund or property debt and liabilities. 
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IMPORTANT ADDITIONAL CONSIDERATIONS: The information provided herein merely 

summarizes the detailed information provided in each Fund’s Organizational Documents.   Unless 

otherwise indicated therein, each Fund is close-ended, and once fully committed (i.e., once a Fund has 

attained Capital Commitments up to the Capital Commitment Cap or closed the Third Party Investor, 

unless agreed upon by the Third Party Fund Investors it does not admit new Third Party Fund 

Investors.  Current Third Party Fund Investors and prospective Third Party Fund Investors in any new 

private fund launched by the Firm should be aware of the substantial risks associated with investment 

as well as the terms applicable to such investment.  This and other detailed information is provided in 

each respective Fund’s Organizational Documents. 

 

Item 5      Fees and Compensation 

 

Multifamily Equity Funds 

 

Management Fee. 

 

The Firm charges management fees (“Management Fees”) to its Firm Clients for its fund 

management and investment advisory services provided to the Firm’s Opportunity Funds and Value 

Added Multifamily Funds.  Typically, the Management Fees are paid to the Fund’s General Partner or 

other subsidiary of the Firm.  

 

Management Fees are charged to a Fund in two distinct stages.  Generally, while the Fund is in 

an investment stage, that is, after initial capitalization, when the Fund is actively seeking to identify 

potential investments (the “Investment Period”), the Management Fee is charged as a percentage of a 

Fund’s aggregate Capital Commitments.  Following the Investment Period, or in some cases, a 

predefined period of time has elapsed since the Fund’s final closing, the basis for the Management Fee 

changes to be based, generally, on Capital Contributions not yet returned to Third Party Fund Investors. 

 

Management Fees generally range from one percent (1.00%) to two percent (2.00%) per annum 

of (A) the aggregate Capital Commitments made to the Fund during the initial agreed upon time period 

and (B) the Capital Contributions thereafter. Management Fees are generally paid on a quarterly basis 

in advance. 

 

Third Party Fund Investors should refer to the appropriate Fund’s Organizational Documents 

for detailed information regarding all matters concerning a Fund, including but not limited to fees and 

fee offsets; any new Fund sponsored by the Firm may have similar or materially different terms than 

those described herein.  

 

Asset Management Fee 

 

The Firm charges asset management fees for its implementation of the value added business 

plan of the property and general oversight of the operations of the property.  These asset management 

fees are typically charged to properties owned by all private funds managed by the Firm, including the 

Opportunity Funds, Value Added Multifamily Funds, Low Income Housing Tax Credit Funds, and 

Other Real Estate Investments.  The asset management fees generally range from one percent (1.00%) 

to three percent (3.00%) of the net revenues of the property or a fixed fee generally between $5,000 and 

$100,000 per property per year. 
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Developer Fee 

 

Generally, fees approximating ten percent (10%) to fifteen percent (15%) of the total 

acquisition and development cost are paid to the developer of an affordable housing property as a 

developer fee.  In certain affordable housing properties, a subsidiary of the Firm will serve as the 

developer, or co-developer, of the affordable housing property.   In such circumstances, a portion or all 

of the developer fees are then paid to an affiliate of the Firm.  Developer fees vary from state to state, 

and are generally paid from cash flow from the affordable housing property, or a capital event (such as 

a sale or refinancing).  

 

Acquisition Fee 

 

The Firm charges acquisition fess for its identification, underwriting, due diligence, and 

guaranties related to the acquisition of the property.  The acquisition fees generally range from 0.25% 

to 1.0% of the purchase price of a property.  

 

Construction Management Fee 

 

The Firm charges construction management fees for construction costs as part of the value 

added business plan of the property.  These construction management fees are typically charged to 

properties owned by all private funds managed by the Firm, including the Opportunity Funds, Value 

Added Multifamily Funds, Low Income Housing Tax Credit Funds, and Other Real Estate Investments.  

The asset management fees generally range from one percent (1.00%) to six percent (6.00%) of the 

construction costs.  The construction management fee may be retained by the Firm or paid to an 

affiliate, including ConAm  

 

Property Management Fee 

 

An affiliate of the Firm, ConAm Management, provides property management services for 

several of the Firm’s properties and charges property management fees.  These property management 

fees generally range from 2% - 7% of the net revenues of the property.  The property management fees 

are comparable to the fees that would be charged by a third party.  See item 10 below. 

 

Tax Credit Funds 

  

 Syndication Fees.  The Firm generally charges acquisition fees, organization fees, and offering 

fees to the Tax Credit Fund in connection with the closing of the investment of investors into the Tax 

Credit Fund.  Such fees are generally between four percent (4%) and eight percent (8%) of the capital 

commitment of the Tax Credit Fund Limited Partner.  Generally, the fees are paid upon the closing of 

the investment of the Tax Credit Fund Limited Partner into the Tax Credit Fund. 

 

 Asset Management Fee.  Generally, the subsidiary of the Firm that serves as the Fund General 

Partner of the Tax Credit Fund will receive an asset management fee during the life of the Tax Credit 

Fund. The asset management fee varies from Fund to Fund (i.e., either a fixed amount of a percentage 

of cash flow or capital transaction) as it is negotiated amongst the partners of the Tax Credit Fund.  

  

Third Party Fund Investors should refer to the appropriate Fund’s Organizational Documents 

for detailed information regarding all matters concerning a Fund, including but not limited to fees and 
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fee offsets; any new Fund sponsored by the Firm may have similar or materially different terms than 

those described herein.  

 

Expenses 

 

Generally, pursuant to a Fund’s Organizational Documents, each Fund is responsible for expenses 

relating to its operations, including fees, costs and expenses of the Fund incurred thereby together with 

certain overhead allocations of the Fund’s General Partner, in connection with potential investments 

and the evaluation, acquisition, ownership, sale, or financing of any potential investment, taxes,  

accounting, auditors fees, reporting and investor servicing, legal counsel, insurance (including errors 

and omissions and directors and officers insurance), travel, litigation and indemnification expenses, 

asset management expenses, administrative expenses and any other extraordinary expense (including 

Management Fees).   Each Fund will also be responsible for the organizational expenses incurred by 

the Fund General Partner, up to a maximum amount further set forth in a Fund’s Governing 

Documents. 

 

Additional Compensation and Conflicts of Interest 

 

No supervised persons of the Firm may accept direct compensation for the sale of securities or other 

investment products. 

 

Investments in Funds 

 

Prospective Third Party Fund Investors in any Fund sponsored by the Firm should refer to the 

respective Fund’s Organizational Documents for all information regarding that Fund, including but not 

limited to fees, expenses, and any minimum investment thresholds and any additional qualifications 

required for investment in that Fund. 

 

Multifamily Equity Funds 

 

Generally, in Opportunity Funds and Value Added Multifamily Funds, there are minimum 

investment thresholds for Third Party Fund Investors in each Fund ranging from $5 million to $50 

million depending upon the size and structure of the Fund; however, any such minimum investment 

threshold may be waived or modified by the Fund General Partner and any Third Party Fund Investors. 

In addition to the Third Party Fund Investors, each Fund is partially owned by a subsidiary of the Firm 

(the “Firm Participant”; and together with the Third Party Fund Investors, collectively, the “Investors”) 

through which the Firm makes Capital Contributions (the “Firm Capital”) to the Fund side-by-side with 

the Third Party Fund Investors.  Like the Third Party Fund Investors, the Firm Participant is subject to 

Calls for Capital from the Fund General Partner; however, generally, only for calls for expenses and 

project investments, but not for Management Fees.  Generally, Firm Capital equates to two percent 

(2.00%) to five percent (5.00%) of the Capital Commitment Ceiling.  

 

In Other Real Estate Investments, the Firm typically is investing side by side with an 

institutional investor or third party fund and is contributing 5% - 20% of the total equity required.  The 

Firm will create a private fund for this investment with investment sizes significantly lower than the 

minimum required for the Opportunity Funds and Value Added Multifamily Funds, typically from 

$10,000 to $5,000,000.   
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Further, as disclosed in the respective Fund’s Organizational Documents, certain executive 

officers, owners and other employees of the Firm may have direct investments in the Firm Participant.  

 

Tax Credit Funds 

 

Generally, in Tax Credit Funds, the amount of equity contributed by the Third Party Investor is 

determined by the projected allocation of Tax Credits by the IRS to the Tax Credit Partnership. 

 

 

 

Item 6      Performance-Based Fees and Side-By-Side Management 

 

Generally, in all private funds (but not including the Low Income Housing Tax Credit Funds), in 

addition to the fees disclosed in Item 5 of this Brochure, the Firm, either through the Fund General 

Partner or the Firm Participant, or other subsidiary, will receive a carried interest in the profits of the 

Fund, a form of performance-based compensation (“Carried Interest”).  Generally, Carried Interest is 

calculated based on a share of aggregate realized profits on assets of the Fund, subject to the Fund first 

having achieved a preferred return on Capital Contributions (“Preferred Return”) as set forth in the 

applicable Fund’s Organization Documents.  The Preferred Return may range from 6-15%, and 

represents a cumulative annually compounded internal rate of return on each Investor’s Capital 

Contributions.  Therefore, the Firm may receive a portion of the profit distributions of a Fund, which 

may equal as much as 50% of the amounts otherwise distributable by a Fund after each Investor has 

received a return of 100% of their Capital Contributions plus the Preferred Return thereon.   

 

Investors should note that the terms of the Fund’s Organizational Documents, including but not limited 

to the amount of the Firm Capital, the percentage of any Carried Interest and the timing of payment of 

any Carried Interest, are negotiated items, and in such, through the negotiations, the Investors’ interests 

and the Fund General Partner’s interests (and in such the Firm’s) become aligned, as deemed 

appropriate amongst the parties a party thereto, thereby mitigating seemingly inherent risks, including 

incentive for the Firm to cause the Fund General Partner to make project investments which may be 

riskier or more speculative than those which would be recommended under a different fee arrangement.  

Additionally, the contributions of the Firm Capital and the deferment of payment of the Carried Interest 

until after the return of Contributed Capital and the Preferred Return, respectively, further mitigate such 

risk because the Firm has at-risk capital in the Fund, and Carried Interest is calculated based on 

realized, not unrealized gains, leading the Firm to scrutinize investment and property fundamentals 

when considering project investments for the Funds.   

 

At this time, the Firm does not offer advisory services to Clients who do not provide for performance-

based compensation, and therefore, the Firm does not have an incentive to favor performance-based fee 

accounts over non-performance-based fee accounts.  However, in theory, the Firm could have an 

incentive to favor a Fund paying higher aggregate performance-based compensation than one paying 

less or a Fund in which officers, owners and employees of the Firm may have more of their personal 

assets invested through the Firm Participant.  As previously stated, however, a Fund’s Organizational 

Documents are negotiated to align the interests of an Investor with those of the Firm’s and the Fund 

General Partner’s.  Further, the Firm takes the following steps to mitigate risk and potential conflicts: 

 

1. the Firm discloses, and seeks the consent of Third Party Fund Investors to, the existence of 

known and potential material conflicts of interest; 
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2. the Firm discusses with its employees the responsibilities of a fiduciary, including the equitable 

treatment of all Clients and Third Party Fund Investors; 

 

3. The Fund’s investment committee (the “Investment Committee”), which is comprised of senior 

executives of the Firm, reviews and approves all investments and any material changes to 

existing investments. 

  

Performance-based compensation will only be charged in accordance with the provisions of Rule 205-3 

of the Investment Advisers Act of 1940 and/or applicable state regulations.  

 

Item 7      Types of Firm Clients 

 

The Firm provides fund management and investment advisory services to Opportunity Funds, Value 

Added Multifamily Funds, Low Income Housing Tax Credit Funds, and Other Real Estate Investments 

as disclosed in Item 4 of this Brochure.   

 

Item 8      Methods of Analysis, Investment Strategies and Risk of Loss 

 

Methods of Analysis 

 

Depending upon the asset class of a potential investment and whether any such investment is a 

rehabilitation project or new construction, the Firm considers a number of factors when identifying 

potential investments, including: the strengths and weaknesses of any operating sponsor; the overall 

condition of the property; the architectural plans (when applicable); the efficiency with which a 

property has been operated and the efficiency with which a property could be operated in the future; the 

comparative value of the cost of funds (debt and equity); the timing of equity contributions and loan 

proceed distributions; the risk of a Tax Credit Recapture Event (as defined below) in the case of an 

Affordable Housing Project; and the authenticity and validity of a properties trailing and forecasted 

income and expense assumptions. 

 

Investment Strategies 

 

The Firm seeks to identify and acquire, on behalf of its managed Funds, real estate investments in 

accordance with the parameters established by each Fund’s Organizational Documents, and where 

applicable, the LIHTC Program.  The investments acquired by the respective Fund(s) may include fee 

interests in real estate assets and equity investments in operating companies with third parties sponsors 

(which operating companies, in turn, hold fee interests in real estate assets either directly, or indirectly, 

through subsidiaries), and where applicable, Tax Credits.  

 

The Firm’s investment process is intended to maximize a Fund’s return potential through a 

combination of cash flow, equity appreciation, and where applicable, Tax Credits, while 

simultaneously mitigating risk of loss.  The Firm seeks investments that meet the specified investment 

criteria and restrictions set forth in the Fund’s Organizational Documents, and where applicable the 

LIHTC Program, which will benefit from physical improvements, improved marketing, operations 

turn-around, new construction, and/or increased property management expertise.   

 



13 

 

Material, Significant or Unusual Risks Relating to Investment Strategies & Particular Types of 

Investments (i.e., Real Estate) 

 

Investing in securities involves risk of loss that Investors should be prepared to bear.  An investment in 

a Fund entails a high degree of risk and is suitable only for sophisticated institutions and individuals for 

whom such an investment is not a complete investment program.  Generally, each Fund differs in its 

risk profile, investment strategy, targeted yield on investment and timing and amounts of capital and 

profit distributions.  In such, any person contemplating an investment in any Fund whatsoever, should 

carefully read and understand any such Fund’s Organizational Documents to best understand the 

potential risks and rewards of any such particular Fund. Such an investment is only appropriate for 

persons who fully understand and are capable of and willing to bear the risks of any such investment.  

Generally, risk factors, include, but are not limited to the following. 

Specific Risks of Tax Credit Investment. The LIHTC Program is a highly regulated compliance-

based program.  Certified compliance with the litany of rules and regulations of the program is a 

condition precedent to a Tax Credit Partnership’s receipt of Tax Credits.  The compliance period 

generally runs for fifteen (15) years from the date the Affordable Housing Project is placed in service 

(e.g., the date on which the building is ready for its specifically assigned function, in the case of new 

construction).  If the Tax Credit Partnership or its partners do not comply with the various rules and 

regulations of the program (each a possible “Tax Credit Recapture Event”), the IRS may halt the 

further distribution of Tax Credits and may recapture Tax Credits previously distributed (in such event, 

a “Tax Credit Recapture”).   In the event of a Tax Credit Recapture, it is possible that a Third Party 

Investor in the Tax Credit Fund Limited Partner could lose Tax Credits previously distributed, or in 

more severe circumstances, it’s Investment. 

 

General Risks of Real Estate.  Investments in real estate and real estate-related interests are subject to 

various risks, including, for example, adverse changes in national and international economic and 

geopolitical conditions, local market conditions and the financial conditions of tenants; changes in the 

number of buyers and sellers of properties; increases in the availability of supply of property relative to 

demand; changes in availability of financing; increases in interest rates, real estate tax rates, energy 

prices, and other operating expenses; changes in environmental laws and regulations, zoning laws and 

other governmental rules and policies; changes in the relative popularity of properties; risks due to 

dependence on cash flow; risks and operating problems arising out of the presence of certain 

construction materials, as well as acts of God, terrorism, labor shortages, material shortages, 

uninsurable losses and other factors which are beyond the control of the Firm.  In addition, real estate is 

subject to long-term cyclical trends that give rise to volatility in real estate values. 

 

Additionally, a Fund’s ability to realize cash flow from operations and favorable sales proceeds from 

disposition will depend, among other factors, on the financial reliability of buyers, tenants and 

borrowers, the location and attractiveness of the properties in which it invests, the supply of 

comparable space and product in the geographic areas in which its properties are located and general 

economic conditions.  

Additionally, a Fund may, in certain instances, be responsible for structural repairs, improvements and 

general maintenance of real property.  The expenditure of any sums in connection therewith beyond 

those budgeted will reduce the cash available for distribution and may require the Fund to fund deficits 

resulting from the operation of a property.  No assurance can be given that a Fund will have funds 

available to make such repairs or improvements.  These factors and any others that would impede a 
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Fund’s ability to respond to adverse changes in the performance of its assets could significantly affect a 

Fund’s financial condition and operating results. 

Long Term Investment Horizon:  As set forth in further detail in the respective Funds’ Organizational 

Documentation, an investment in one of the Funds is generally an illiquid investment given that 

Investors will not, except in very limited circumstances, be permitted to withdraw profits, gains or 

capital prior to liquidation of the Fund and a transfer of an Investor’s interest in a Fund may not be 

directly or indirectly assigned, pledged, hypothecated or otherwise transferred in whole or part without 

consent of the respective Fund’s General Partner and exemption from registration under the securities 

laws, and or consents that may be required under the LIHTC Program, where applicable.   

 

While the investments of a Fund are intended to generate current cash flow, and Tax Credits, where 

applicable it is likely that a significant portion of the cash received by the Fund for further distribution 

to Investors will occur only after refinancing or sale of a Fund’s investments, which may occur 5 to 10 

years after the acquisition of an investment in a Multifamily Equity Fund, and 15 years in a Tax Credit 

Fund.  Further, amongst other issues, it is possible that (a) there is a limited or no liquid market for a 

Fund’s membership interests or its investment assets at such time, thereby extending the hold period or 

resulting in an undesirable sales price; (b) the Fund General Partner may not be able to obtain favorable 

financing, refinancing or sale terms for an investment, thereby reducing or eliminating any return of 

capital to the Investors; (c) given the potential long-term hold period generally associated with real 

estate assets, an investment may decline sharply in value before the Fund General Partner makes the 

decision to sell; and (d) the Firm, its competitors, or the real estate industry in which the Firm operates 

may behave in ways which were not, and in some cases could not have been, predicted, leading to 

significant losses and/or a lack of any attractive exit option for a particular investment. 

 

Variable Rate Financing.  Where permitted, certain investments may be subject to financing that 

provides for adjustments in the interest rate at various monthly, annual or other intervals.  An increase 

in such interest rates may adversely impact a Fund resulting in less income to Investors, negative 

amortization or the sale of an investment prematurely or on less favorable terms than may otherwise be 

obtained.  Further, where permitted, the Firm may elect to pursue hedging strategies, including 

engaging in interest rate swaps, caps, floors and other interest rate contracts, and buying and selling 

interest rate futures and options on such futures, to mitigate such risks.  Even if a hedging strategy is 

utilized, the use of these instruments to hedge a portfolio carries certain other risks, including the risks 

that losses on a hedge position will reduce a Fund’s earnings and funds available for distribution to 

Investors and such losses may exceed the amount invested in such instruments.  Also, hedges may not 

perform their intended purposes of minimizing and offsetting losses on an investment. 

 

Failure to Make Capital Contributions.  Generally, if an Investor fails to make Capital Contributions in 

an amount equal to its Capital Commitments pursuant to a proper Call For Capital, and the 

contributions made by non-defaulting Investors by the Fund are inadequate to cover the defaulted 

Capital Contribution, the Fund may be unable to pay its obligations when due, and/or result in a Tax 

Credit Recapture Event, where applicable.  As a result, the Fund may be subjected to penalties that 

could materially adversely affect the returns to the Fund, and in turn, to the Investors (including non-

defaulting Investors).  If an Investor defaults, the non-defaulting Investors and the Fund General 

Partner have a number of rights as provided in the respective Fund’s Governing Documents, generally 

including, but not limited to, reducing the defaulting Investors capital account balance, precluding a 

defaulting Investor from further investment in the Fund, and selling the defaulted Investor’s interest in 

the Fund in the secondary market at a discount. 
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Changes in Market Circumstances.  The success of a Fund’s activities will often be affected by 

international, U.S., regional and local economic and market conditions, including changes in interest 

rates, instability in certain securities markets, changes in relative valuation of its target investment 

sectors, changes in the availability of, or the general terms and conditions for, investment financing, 

shifts in the supply and demand for Tax Credits and/or the types of properties in which a Fund will 

make investments, changes to the financial resources and solvency of tenants and buyers and sellers of 

real estate assets, among other factors; any one of which could adversely affect investment returns. 

Lack of Diversification.  Generally, the Firm will seek to limit the impact on financial performance of 

poorly performing investments by investing in a number of investments with varying degrees of risk, 

subject in all respects to a Fund’s investment criteria and restrictions, as set forth in a Fund’s 

Organizational Documents.  However, there can be no assurance that such diversification will be 

available on acceptable terms.  To the extent the investments for a particular Fund are concentrated in 

one property or a limited number of properties, a particular asset type or class or geographic area, such 

Fund and its Investors will be subject to certain concentration-related risks.  The Firm may make a 

relatively limited number of investments on behalf of a Fund, so adverse events affecting a particular 

investment could have a significant negative impact on the financial condition and results of operation 

of such Fund. 

Risks of Potential Leveraging.  Subject to investment restrictions set forth in the respective Funds’ 

Organizational Documents, and where permitted under the LIHTC Program, the Firm may cause the 

Fund General Partner to use leverage at the Fund level and at a property investment level to increase 

the potential returns on equity of an investment. While the use of leverage may enhance returns to 

Investors and increase the number of investments a Fund can make, it also substantially increases the 

risk of loss to a Fund. 

If leverage is utilized, any third-party lender would be entitled to cash flow generated by such 

investment for application to any such debt service prior to a disbursement of capital to the Fund, and 

in turn, Investors.  If a property owner in which a Fund is an investor defaults on secured indebtedness, 

the lender may foreclose on the real property securing any such indebtedness and, in such 

circumstances, the Fund could lose its entire investment in the real property asset.  In the instance that 

several investments held by a Fund are cross-collateralized (e.g., a portfolio acquisition of several real 

property assets financed by a single lender), multiple investments may be subject to the risk of loss. 

Counterparty Risk.  It is expected that virtually all investment purchases and dispositions made on 

behalf of a Fund will transpire in public real estate and Tax Credit marketplaces, as applicable.  

Customary to these markets is the risk that a counterparty (e.g., purchaser or seller) will not complete 

or settle a transaction in accordance with its terms and conditions because of a dispute over the terms of 

the contract (irrespective of whether bona fide) or because of a credit or liquidity problem, thus causing 

a Fund to suffer a loss.  Such “counterparty risk” is accentuated for contracts with longer maturities 

where events may intervene to prevent settlement, or where a Fund’s transactions have been 

concentrated with a particular counterparty or group of counterparties.  Generally, a Funds’ 

Organizational Documents restricts a Fund from dealing with certain affiliate counterparties on terms 

less than third-party arm’s length or from concentrating a Fund’s transactions with one counterparty in 

an amount greater than certain stated percentage interest thresholds. 

Despite the prospect that a Fund’s risk management process may incorporate an assessment of 

counterparty risk, there can be no assurance that such assessment may be accurate.  In addition, 
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although a Fund expects to transact with well-capitalized, experienced, credit-worthy counterparties in 

its Opportunity Fund, Value Added Multifamily Fund, and Tax Credit Fund transactions, there can be 

no assurance that such will be the case in every transaction (or that the counterparties will perform their 

obligations). 

 

Litigation at Property Level.  The acquisition, ownership and disposition of real properties carry certain 

specific litigation risks, which could result in losses to a Fund.   Generally, during property investment 

due diligence and underwriting, prior to making an investment, if a property retains any such risks, a 

Fund will clarify, quantify and make price adjustments, as appropriate under the circumstance, to quell 

any such risks. 

 

Item 9      Disciplinary Information 

 

The Firm is required to disclose any legal or disciplinary events that are material to Investors or 

prospective Investors’ evaluation of the Firm’s advisory business or the integrity of its management. 

The Firm has no reportable disciplinary events to disclose.  

 

Item 10     Other Financial Industry Activities and Affiliations 

 

Other Financial Industry Activities 

 

Certain direct and indirect partners, members, officers and employees of the Firm may serve as 

directors or hold executive positions with entities in which investments are held and/or invest alongside 

any one particular Fund. 

 

Material Relationships and Arrangements 

 

As indicated in Item 4, the ConAm Group of Companies (“ConAm”) holds a minority investment in 

the Firm and may be deemed to be affiliated with our firm   

 

ConAm is a multi-disciplined real estate investment and services firm based in San Diego, California.  

The firm's activities include: (i) Property management; (ii) Investment and asset management; (iii) 

Project development; (iv) Property acquisition and due diligence; (v) Renovation and construction 

management; and (vi) Property disposition. ConAm currently manages a diverse portfolio of 

multifamily properties in various states across the country. As part of ConAm’s normal business 

operations, from time to time, ConAm may source equity capital from third party investors.   ConAm 

has acquired, and may from time to time acquire, real estate investments that would meet the 

investment criteria of one or more of our Funds.  Neither ConAm nor its affiliates will be obligated to 

present investment opportunities to the Fund(s).  In addition, if a portion of any investment opportunity 

from ConAm is offered to a Fund, neither the Fund General Partner, nor its respective affiliates, will 

have any obligation to manage such investments similarly, including any obligation to dispose of any 

such investments at the same time.  Consequently, conflicts of interest may arise in connection with 

such side-by-side investments.  A subsidiary of ConAm is currently the property manager for 16 

properties, the interests of which are owned by one or more of the Firm’s Funds. 

 

Additionally, ConAm may present investment opportunities to a Fund, and may invest, in a separate 

capacity, alongside one of the Funds.  In each case, the Firm has established policies and procedures to 

mitigate potential conflict of interests, and such procedures include, but are not limited to (i) ConAm 
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personnel being prohibited from voting on investment decisions for a Fund(s) and (ii) ConAm being 

prohibited from collecting any “broker” fees from a Fund in connection with its’ role in presenting such 

potential investment opportunity.  

 

Fees for Services.  Affiliates of the Firm may be retained by any one of the Fund(s) and receive fees for 

brokerage, lending or other services in connection with property management, asset dispositions, 

financings or re-financings as well as financial advisory, placement, underwriting and other investment 

banking services.  Any such additional fees will be paid at market rates, as determined by mutual 

agreement of the general partner and such entities.   Such entities may also receive fees for such 

services from persons other than a Fund in connection with property acquisitions in which a Fund is an 

investor. 

 

Item 11     Code of Ethics, Participation or Interest in Client Transactions and Personal Trading 

 

Code of Ethics and Personal Trading 

 

The Firm has adopted a Code of Ethics which sets forth the ethical standards of business conduct for 

the Firm’s supervised persons.  The Code of Ethics provides for oversight, enforcement and 

recordkeeping.   A copy of the Code of Ethics is available to existing and prospective Investors, upon 

request to the Chief Compliance Officer, at the Firm’s principal address set forth on the cover page of 

this Brochure. 

 

Participation or Interest in Client Transactions 

 

The Firm has established the following restrictions and guidelines in order to address potential 

conflicts of interest that could arise if the Firm or its related persons were to hold a material financial 

interest in an investment of a Fund: 

 

1. No officer or employee of the Firm and its affiliates may knowingly: 

a. compete for or acquire a direct interest in an investment that may be appropriate for a 

Fund without first presenting the opportunity to the Firm on behalf of the Fund;   

b. prefer his or her own interest to that of an Investor.    

2. All of the Firm’s principals and employees must act in accordance with all applicable Federal 

and State regulations governing registered investment advisory practices. 

3. Any individual not in observance of the above may be subject to disciplinary action, up to and 

including termination. 

 

Item 12     Brokerage Practices 

 

The Firm does not purchase publicly-traded securities; as a result, it does not contract with broker-

dealers and does not engage in soft dollar practices, directed brokerage or trade aggregation.  

 

Item 13     Review of Accounts 

 

Generally, the Investment Committee is responsible for (i) the initial evaluation of whether an 

investment is suitable for a respective Fund, (ii) the continuous monitoring of the investments held by a 
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Fund, and (iii) any material changes to the business plan applicable to the investments.  The Investment 

Committee reviews investments on a regular basis.  The Investment Committee meets on a weekly 

basis (via phone and/or in person) to assess and discuss potential investments and modify (as 

necessary) the asset management strategy for the Fund’s investments.     

 

The following employees of the Firm are members of the Firm’s existing Fund’s Investment 

Committee: 

 

 

Committee 

Member 
Firm Title 

No. of Years with 

Firm 

J. Michael Fried Chief Executive Officer 17 

Keith B. 

Rosenthal 

President 17 

E. Ron Orgel Managing Director 17 

Alan Hirmes Chief Financial Officer 9 

 

 

Item 14     Client Referrals and Other Compensation 

 

The Firm does not receive any additional compensation from third parties for providing investment 

advice to its Investors and does not compensate for Investor referrals; however, the Firm may engage 

broker-dealers from time to time to act as a placement agent with respect to its Fund’s private 

placement offerings. Generally, such broker-dealers’ compensation is based on a percentage of Capital 

Commitments secured by any such placement agent for a Fund.  Any such placement agent hired by the 

Firm in connection with such offerings will be required to be registered with the Securities and 

Exchange Commission as a broker-dealer and will be required to be a member of FINRA. 

 

Item 15     Custody 

 

Generally, the Firm only has custody of Client funds for a short duration (i.e., following a Call for 

Capital and prior to a project investment).  The Firm provides Investors with audited financial 

statements, prepared in accordance with generally accepted accounting principles, on an annual basis 

within 90 days after the end of each Fund’s fiscal year.   

 

In addition, the Firm provides Investors with quarterly un-audited financial statements, capital account 

positions and other information regarding the financial position of the applicable Fund.  

 

Item 16     Investment Discretion 

 

Generally, the Firm has discretion to make all investment decisions for an Opportunity Fund or a 

Multifamily Value Added Fund, and Low Income Housing Tax Credit Fund, subject to any applicable 

investment criteria or other restrictions and limitations set forth in a Fund’s Organizational 

Documentation.   For Other Real Estate Investments, the Firm generally has limited discretion to make 
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certain investment decisions that fall within the investment’s business plan and are not major decisions. 

 

Item 17     Voting Client Securities 

 

The Firm does not vote Client securities, as the Firm does not currently invest in publicly-traded 

securities on behalf of its Clients.  

 

Item 18     Financial Information 

 

The Firm does not require or solicit payment of investment management fees in excess of $1,200 per 

Client more than six months in advance of services rendered.  Therefore, the Firm is not required to 

include a financial statement.   

 

As a fund management and investment advisory firm that has custody of Client funds, the Firm is 

required to disclose any financial condition that is reasonably likely to impair its ability to meet 

contractual obligations to its Clients or Investors.  The Firm is not aware of any financial condition that 

impairs its ability to meet contractual obligations to its Clients or Investors.  The Firm has not been the 

subject of a bankruptcy petition at any time during the past ten years.   
 

 

 


