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DISCLOSURE MEMORANDUM 
 

October 2018 
 

Welcome to the Mosaic Fund, a debt-free real estate investment partnership focused on generating quarterly 
cash flow dividends for its investors. 
 
Please note that this disclosure memorandum describes certain information, documents and risks relating to 
the Fund. It does not purport to contain all the information you may need to make an investment decision. 
Consult your legal counsel, accountants and other advisors, and carefully review and consider this entire 
memorandum, as well as the other Subscription Documents, before purchasing an Interest. Capitalized terms 
used but not otherwise defined in this memorandum have the respective meanings set forth in the Glossary of 
Definitions, or in the Fund Agreement. 

 
CONTENTS OF THIS DISCLOSURE MEMORANDUM 

 
This memorandum includes the following information and documents: 

 
 Part 1 – Executive Summary……………………………………………… Page 4 

 Part 2 – Investment Strategy……………………………………………… Page 9 

 Part 3 – Prior Investment History…………………………………….… Page 17 

 Part 4 – The Offering…………………………………………………….… Page 18 
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 Appendix  

• Regulatory and Tax Considerations 

• Risk Factors 

• Glossary of Definitions 

• Governing Documents 
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IMPORTANT NOTICES TO INVESTORS 
 

The information contained in this memorandum, and each of the documents comprising the Subscription 
Documents, is current only as of the dates respectively first set forth, regardless of the time of delivery of this 
memorandum or of any sale of any Interests. The Fund’s business, financial condition, results of operations and 
prospects may have changed since the date of this memorandum. Prospective investors should not purchase an 
Interest without having carefully reviewed this memorandum, any amendments or supplements hereto, and all 
other Subscription Documents.  The information contained in this memorandum supersedes any other oral 
or written information previously provided in connection with the Offering. 

 

CIRCULAR 230 DISCLOSURE 
 

Any statement contained in this memorandum or the Subscription Documents (including any exhibits) 
concerning United States tax matters was not intended or written to be used, and cannot be used, for the 
purpose of avoiding penalties under the United States Internal Revenue Code, and was written to support the 
promotion or marketing of the transaction(s) or matter(s) addressed.  Prospective investors are not to construe 
the contents of this memorandum or any prior or subsequent communication from the Fund, the Manager or 
professionals associated with this Offering as legal, tax or investment advice. Each prospective investor should 
consult with its own personal attorney, accountant and other advisors, at its own expense, as to the legal, tax, 
economic, and other consequences of an investment in the Fund and the investment’s suitability for such 
investor. 

 

SECURITIES LAW MATTERS 
 

This memorandum does not constitute an offer or solicitation by a person not qualified to do so or to any 
person residing in a jurisdiction where such offer or solicitation is not authorized. 

 

The Interests will be sold only to a limited number of prospective investors who qualify as “accredited investors” 
under Rule 501(a) promulgated under the Securities Act. Because the Interests are being sold only to accredited 
investors, this memorandum does not contain all information that would be required to be disclosed under the 
Securities Act if the Offering was being made to persons other than accredited investors. The Fund is not 
subject to the reporting requirements of the Exchange Act and, accordingly, does not file periodic reports, 
proxy statements or other information with the SEC. 

 

CAUTIONARY NOTE REGARDING FORWARD LOOKING STATEMENTS 
 

Certain information contained in this memorandum constitutes forward‐looking statements within the 
meaning of Section 27A of the Securities Act and Section 21E of the Exchange Act. These statements are 
based, in part, on assumptions made by, and information currently available to, the Fund, including the 
Manager’s own knowledge and assessment of the Fund’s target markets, applicable real estate sectors and 
other factors, as well as information provided by third‐party consultants and other industry sources that have 
not been independently verified by the Fund or the Manager. Actual results may differ materially from the 
Manager’s expectations and predictions due to a number of risks and uncertainties, many of which are beyond 
the Manager’s control. Investors should not place excessive reliance on these forward‐looking statements in 
making an investment decision.



CONFIDENTIAL OFFERING MATERIALS 
BENA Capital – Mosaic Fund LP 
 

PAGE 4 OF 39 
DISCLOSURE MEMORANDUM 

PART 1 – EXECUTIVE SUMMARY 

 
 
 
 
 
 

 

 

BENA Capital, LLC 
www.bena-capital.com 

PART 1 

EXECUTIVE SUMMARY 

 
The following summary highlights certain investment considerations relating to the purchase of an Interest in 
the Fund. It is not a substitute for reading the entire memorandum and the Subscription Documents, and is 
qualified in its entirety by the detailed information appearing elsewhere in this memorandum and the 
documents referenced herein. 
 
For an in-depth discussion of any of the topics below, please reference the corresponding detailed section in the 
Memorandum. 

 
BENA Capital, LLC 

 
The sponsor and General Partner of the Fund, BENA Capital, LLC (“BENA Capital”), is a diversified real 
estate investment company headquartered in San Ramon, California. BENA Capital acquires and manages 
properties primarily in the multifamily sector. Since the company’s formation in 2014, BENA Capital has 
employed core-plus and value‐add investment approaches and believes value is created by improving assets and 
growing profits, not financial engineering.  As a result, investments are made with 100% cash and do not 
utilize any interest-bearing debt.     

 
Fund Objectives 

 
The Fund has been formed for the purpose of investing in core-plus and value‐added real estate properties, 
located throughout the United States. The Fund expects to invest in assets that generate cash flows, where value-
add opportunities play a role, and where the Fund’s ability to underwrite opportunities and close swiftly will 
produce pricing advantages.  Although the Fund intends to focus on multifamily investments, it may come across 
compelling opportunities in additional real estate spaces such as Office, Retail, Industrial, Student Housing, 
Senior Living, etc. 
 
Market Opportunity 
 
The United States real estate property cycle is strengthening. Property prices nationally are rising as shown in 
Exhibit 1; transaction velocity and volume, as shown in Exhibit 2, and liquidity, all closely related, remain 
healthy. Debt spreads are narrowing. The Manager believes that, while the improving real estate market is 
beginning to make it more difficult for non‐institutional buyers to compete for acquisitions, the Fund’s ability 
to underwrite opportunities and close quickly will produce pricing advantages, particularly in secondary and 
tertiary markets where institutional buyers generally are still not active participants. The Manager further 
believes that over the next 5 ‐ 7 years, as institutional buyers begin to enter secondary markets to chase yield, 
the Fund will be in position to exit its investments at attractive valuation multiples. 
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Exhibit 1: Values Continue to Climb         Exhibit 2: Deal Volume Remains Healthy 

 
 

Multifamily 
 

Current Market Conditions. The demand for apartments remains strong. Apartment occupancy rates are high 
nationally and rental rate increases are setting new records. In many markets, pricing of existing assets exceeds 
replacement costs. In those markets, development of apartments not only makes sense, it is compelling. Exhibit 
3 shows the extent to which capitalization rates associated with existing properties have fallen since 2003. From 
2007 to 2009, the capitalization rates of garden and mid/high‐rise apartments increased about 100 basis points. 
Values have since recovered impressively, regaining and even exceeding levels attained leading up to the global 
recession of 2009, but garden-style apartments maintain a higher cap rate and is the target property type that the 
Fund will pursue.  Exhibit 4 displays the significant increase in renter households since 2005, increasing 
approximately 30% as fewer individuals and families choose to own. 
 
Exhibit 3: Cap Rate Compression            Exhibit 4: Strong Increase in Renter Households 

 
 
Market Opportunity. The market opportunity is to acquire existing properties in secondary and tertiary 
markets which are operating at the core-plus level or have a value-add component.  This may include turn-key cash-
flowing assets and properties with partial vacancy, poor management, and/or required physical repairs. 

 
Investment Strategy - Overview 

 
The Manager plans to invest a majority of the Fund’s capital contributions directly in real estate.  The United 
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States real estate property cycle is strengthening. Property prices nationally are rising; transaction volume and 
liquidity are increasing; and debt spreads are narrowing. Competing successfully for the most attractive 
acquisitions is now increasingly more challenging, and the Manager believes that the market will be able to 
reward the Fund, in the form of pricing advantage, for its ability to respond to market opportunities using 
cash purchases with no financing contingency and quicker closing timelines. Furthermore, the Manager 
believes that a geographically diverse approach will provide diversification of opportunity, enabling the Fund 
to focus only on opportunities that can generate outsized risk‐adjusted returns, and increasing efficiency with 
which the Manager will be able to prudently invest the Fund’s committed capital. 
 
Exhibit 5 depicts four investment strategies, each arrayed according to their relative expected return and risk. 
The Fund’s research‐driven investment strategy is by design core-plus and value‐added for two reasons: first, 
the BENA Capital team has established a 10‐year track record achieving outsized investment returns utilizing 
core-plus and value‐added strategies, and second, BENA Capital believes that core-plus and value‐added 
strategies are timely (i.e., they offer the greatest prospective risk‐adjusted return given the current market real 
estate market and capital market conditions). 
 
Exhibit 5: Risk & Return by Strategy 

 
 

The Manager utilizes a well-defined strategic framework for pursuing investments; each component is 
discussed in further detail in the Investment Strategy section: 
 

 Key Investment Factors 
o The Manager, in making investment decisions for the Fund, intends to focus on the 

following four key investment factors: (1) macroeconomic fundamentals, (2) submarket 
dynamics, (3) capital market conditions and (4) property‐specific characteristics. 
 

 Value-Creation Components 
o The Manager intends to utilize the following five active value creation components in order 

to generate investment returns: (1) low‐basis acquisition prices, (2) physical asset 
enhancements, (3) operating expense control, (4) revenue enhancements and (5) the capital 
flow cycle. 

 
 Operating Strategy 

o The Fund’s asset management strategy intends to enhance property‐level net operating 
income (“NOI”), which drives investor returns, by focusing on occupancy and rental rate 
growth. 
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 Capital Strategy 

o The Fund’s conservative capital strategy has three primary components: (1) no interest-
bearing debt, (2) efficient use of capital, and (3) sell discipline. 

 
 Diversification 

o BENA Capital can efficiently toggle across property sectors and between core-plus and value‐
added strategies. 

 
Prior Investment History 
 
The management team at BENA Capital has been involved in the ownership/management of $3.1 Million 
in real estate assets and the advisory of over $1 Billion of real estate development and disposition projects 
across single family residential, multi-family residential, mixed-use, and office sectors. 
 
Competitive Advantages of the Fund 

 
The Manager, will seek to utilize its investment style, which has constituted core-plus and value‐added investing 
since its founding. The Management Team’s multi‐faceted expertise in acquisitions, renovation, development, 
repositioning, operations, finance and asset management is an important strength which differentiates BENA 
Capital. The Manager believes that an investment in the Fund offers several advantages: 

 
 Debt Free Approach – The Fund’s debt free approach eliminates the risk from mortgage default, while 

simultaneously increasing property cash flows for investors.  Additionally, it provides a strategic 
competitive advantage in acquiring assets at lower purchase prices and more favorable terms.  
Furthermore, by following a debt-free strategy, the Fund benefits from zero interest rate sensitivity, 
minimizing risk to investor capital and maximizing the Fund’s control over its assets. 
 

 Investment Structure – The Fund offers prospective investors the opportunity to participate in real estate 
investment returns without traditional (unlimited liability) risk.   

 
 Investment Approach ‐ The Management Team possesses the ability to acquire and renovate assets using 

a value‐oriented approach and cash purchases; this capability provides a meaningful competitive 
advantage relative to most acquirers that are primarily capital aggregators. BENA Capital’s emphasis 
on value creation means that day‐to‐day operational decisions, such as leasing and property 
management, which are assigned to third‐party service providers, are performed in line with the 
strategic overall value creation process. 

 

 Attractive Sectors ‐ The Manager believes that significant opportunities exist in all property sectors. The 
outstanding question is which strategies and which locations will likely deliver the greatest risk‐
adjusted returns. 

 
 Strong Deal Flow Pipeline ‐ The Manager has seen significant deal flow, much of it off‐market, through 

its network of brokers, owners and other intermediaries. 
 

 Certainty of Closing ‐ Certainty of closing is a primary consideration for sellers, and BENA Capital has 



CONFIDENTIAL OFFERING MATERIALS 
BENA Capital – Mosaic Fund LP 
 

PAGE 8 OF 39 
DISCLOSURE MEMORANDUM 

PART 1 – EXECUTIVE SUMMARY 

 
 
 
 
 
 

 

 

BENA Capital, LLC 
www.bena-capital.com 

established its ability to execute and close deals. Many buyers have been unable to close as contracted. 
By presenting offers that are call-cash with competitive closing timelines, BENA Capital is 
differentiated in the market and provides for substantial deal flow dynamics. 

 
 Experienced Management Team ‐ The Management Team has substantial real estate experience covering 

most property sectors and investment strategies.  
 

Manager and Management Team 
 

BENA Capital, LLC, will serve as the Fund’s manager. The Manager and/or one of its affiliates intends to 
purchase up to 10% of the aggregate Interests sold in this offering. The Manager may increase that commitment 
in its sole discretion. 

 
The Manager has full authority and responsibility to manage the business and affairs of the Fund. 

 

The Manager is well‐equipped to pursue the value‐added and opportunistic strategies outlined in this 
memorandum. The Manager utilizes proprietary models designed to identify opportunities supportive of its 
core-plus and value‐added strategies. The Manager’s research‐driven property sector approach and relationships 
with real estate brokers make it well equipped to assess the risks associated with existing properties, determine 
optimal rental strategies, and devise efficient capital improvement plans. 

 
Additional Information 
 
Each prospective investor is invited to ask questions of the Manager and obtain additional information or 
documents concerning the terms and conditions of the Offering and the Fund’s prospective investments to the 
extent the Manager possesses the same or can acquire it without unreasonable effort or expense. 

 
Please direct all inquiries relating to the information contained in this memorandum or any of the other 
Subscription Documents to: 

BENA Capital, LLC  
231 Market Place, Suite 515 
San Ramon, California 94583 
Attention: Yousif Abudra 
Phone: (408) 421-8608 
E‐mail: yabudra@bena-capital.com 

 

mailto:yabudra@bena-capital.com
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PART 2  
INVESTMENT STRATEGY 

 
The Fund’s evidence‐based and research‐driven investment strategy is core-plus and value‐added. The 
Manager intends to capture premium returns by acquiring and repositioning assets in markets and at points 
in the real estate cycle which seem favorable for the generation of outsized returns.  

 
Product‐Specific Decisions, Strategies and Risks 

 
A large component of the Fund’s investment strategy relates to product‐specific decisions. The Manager will 
evaluate the risk‐return attributes of target tenants in order to reposition real estate assets. This focus, the 
Manager believes, will contribute to higher rental rates and occupancy levels that ultimately drive revenue 
that outperforms the market. 

 
Core-plus Strategy 
 
Core-Plus investing is a low‐to‐medium‐risk/low‐to‐medium‐return strategy.  The strategy entails acquiring 
operating assets that could benefit from incremental improvements.  Typically these properties will be managed 
well, have good occupancy rates, and are in stable markets.  The returns from these properties typically come from 
operating cash flow and market appreciation over time. 
 
The Manager is focused on acquiring existing urban and suburban multifamily projects that can be purchased 
at a discount to market value in targeted market areas where rental demand is anticipated to remain stable or 
increase over the foreseeable future. The Manager favors smaller Class B properties that are located near 
primary transportation routes in major office employment centers. The Fund’s core-plus strategy is to enhance 
the marketability of performing assets by increasing rental rates, improve management, and by providing 
building upgrades where feasible in order to increase overall desirability. The Fund’s objective is to maximize 
its investment returns by implementing an aggressive leasing strategy and by improving operating efficiencies.  
While many institutional investors target primary markets, BENA Capital believes that the demand for 
apartments extends across many cities, ranging in size, regions and economic specialization. Assembling a 
portfolio of multifamily properties in secondary and tertiary markets would not compete with traditional 
institutional equity. The Manager plans to acquire sub 50‐unit properties and generally avoid lower growth 
markets or those with special vulnerabilities. The Manager believes that investors will pay a premium for well‐
stabilized properties, especially as institutional buyers, concerned about falling cap rates, are expanding the 
list of acceptable metropolitan areas. 
 

Value‐Added Strategy 
 

Value‐added investing is a medium‐to‐higher‐risk/medium‐to‐higher‐return strategy. This strategy typically 
entails buying a property, addressing operational problems and capital improvements, enhancing rents and 
selling the property once stabilized. A value‐added strategy emphasizes more capital appreciation than either a 
core or core‐plus strategy. However, in most cases, value‐added strategies still offer some current income. Value‐
added investment horizons are generally shorter than typically found in core strategies. Value‐added strategies, 
which emphasize growth, generally require significant active management by knowledgeable and well‐staffed 
operating companies with significant operating experience. 
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The multifamily sector is the most mature from the perspective of the real estate cycle. Multifamily prices 
recovered early. The Manager’s strategy is to focus on unique acquisition opportunities which reflect special 
anomalies, such as a sale as part of a larger portfolio, or sellers who require financial immediacy. The Manager 
will target Class B and Class C product that requires some value‐added investment to upgrade to Class B+ or 
Class C+. Desirable submarkets would exclude many over‐priced urban in‐fill markets and certain areas of 
the suburban fringe. 
 
Multifamily  

 
The Fund plans to invest primarily in Class B and Class C projects that are cash-flowing core-plus properties 
or those which may require some value‐added investment in order to upgrade to Class B+ and Class C+ 
respectively. Desirable submarkets would exclude many over‐priced urban in‐fill markets and certain areas of 
the suburban fringe, ideally in markets and submarkets with some supply constraints or first‐mover advantage. 
While many institutional investors target primary markets, the Manager believes that strong demand for new 
apartments extends across many cities, ranging in size, regions and economic specialization. Assembling a 
portfolio in secondary markets would not compete with traditional institutional equity. The Manager would 
target residential portfolios and multifamily properties under 50 units and generally avoid lower growth markets or 
those with special vulnerabilities. The Manager believes that buyers will pay a premium for stable cash-flowing 
properties in secondary and tertiary markets, especially as buyers, concerned about falling cap rates, are 
expanding the list of acceptable metropolitan areas. 
 
Secondary/Tertiary Market Focus 
 
Many institutions are now re‐evaluating their preference for primary cities, especially coastal primary cities. 
The Manager, who believes that in many instances multifamily properties are overpriced in primary cities, 
expects non-institutional investor capital to move towards secondary and tertiary multifamily markets. 

 
The Mitigation and Management of Risks 
 
Operational experience better informs acquisition decisions and especially risk assessment. Consequently, 
BENA Capital is able to evaluate and price risk in ways that may be more rigorous and better informed by 
on‐the‐ground experience. The Manager will not acquire any multifamily property unless it is comfortable 
that the property is not overpriced and that an attractive exit is reasonably foreseeable. 

 
Market Outlook 
 
During the last two years, cap rates have fallen and prices have increased. This price compression is diffusing 
throughout most cities. The performance of multifamily properties over the next few years will be a function 
of general economic growth and interest rates, and, in particular, single‐family housing prices, which are 
recovering. The recovery of prices of single‐family homes can provide support for the pricing of apartment 
buildings to the extent that the improvement in household incomes does not lead to a shift in the demand 
for occupancy from apartments to single‐family homes. 

 
Key Investment Factors 

 
BENA Capital has a track‐record of capturing premium returns by acquiring, repositioning and renovating 
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distressed or poorly managed assets. Macroeconomic, capital and property markets research help shape the 
execution of these investment styles. Management Team members have operated through numerous real estate 
cycles. While the Manager will consider a number of factors in making investment decisions for the Fund, it 
intends to focus on the following four key investment factors: (1) macroeconomic fundamentals, (2) submarket 
dynamics, (3) capital market conditions and (4) property‐specific characteristics. 

 
1) Macroeconomic Fundamentals. Real estate is a cyclical business with complex leads and lags in the 

development and leasing of space. Property prices reflect the interplay between the supply and demand 
for space, on the one hand, and asset markets, on the other. The supply response, which can vary by 
market and property type, is generally slower than the expansion or contraction of demand for space. As 
a consequence, property markets may adjust in the short run through occupancy rates and rental rates. 
In the long run, replacement cost (including the price of land) equals the market value of existing 
property net of depreciation. Markets are generally not in equilibrium, and there is excess demand or 
supply at any moment in just about every property market. Markets tend toward equilibrium in supply 
and demand, but due to exogenous shocks, markets are constantly perturbed and, hence, out of balance. 
Moreover, metropolitan markets and their submarkets move asynchronously. In other words, property 
performances across markets and property sectors are not perfectly correlated. A good example is the 
supply and rental response of cities which are more supply constrained than most. Supply‐constrained 
cities, such as San Francisco and New York, tend to overshoot equilibrium, and in the short run generate 
rents which are either far above or below equilibrium. In less supply‐constrained markets, such as 
Dallas/Ft Worth and Phoenix, as the price of property increases and approaches replacement cost, new 
supply enters the market. Hence, overshooting is less likely, and capitalization rates reflect this 
observation. While there are many ways to classify cities, classifying cities by adjustment lag and the 
responsiveness of new supply to excess demand is a useful approach. In either case, the Fund will pursue 
a nuanced and highly specific strategy. 
 
Another analytical approach is calculating the volatility of metropolitan statistical area (MSA) economic 
conditions relative to the overall market. Still another approach is dividing economic activities into two 
categories: basic and non‐basic. Basic industries are those exporting from the region and bringing wealth 
from outside, while non‐basic (or service) industries support basic industries. The Fund intends to adjust 
its investment strategy to respond to these differences. For example, some cities are more volatile while 
others are more sensitive to external macroeconomic influences. 

 
The Fund’s macro‐market approach is research‐driven, and it blends local sub‐market considerations 
with the study of macroeconomic and capital markets influences. The Manager will select markets for 
investment based on numerous demand drivers by evaluating the economic employment base of a 
specific market for diversification and historic resiliency, correlations with the national economy and 
correlations relative to other selected markets.  
 
As a long‐term core-plus and value‐added investor, the Manager will evaluate prospective investments 
using models and other analytic tools, and will focus on performance potential (e.g., expected rental 
income, vacancy rates, expected returns, volatility, etc.) at various points in the economic cycle. The 
Manager will adjust its tactical investment decisions to capitalize on outsized risk‐adjusted return 
alternatives that are present during various phases of an economic cycle. These tactical investment 
decisions will be influenced by the changing risk‐adjusted return profile of opportunities subject to 
national and local economic volatility. The availability of capital and market specific demographics 
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(e.g., job creation, median age, supply of rental properties and the cost of single‐family homes) will 
play a critical role in influencing decisions.  

 
2) Submarket Dynamics. Within a macro‐market environment, similar real estate assets located in 

different submarkets can exhibit different economic performance. Based on its experience, the 
Management Team believes that specific submarket locations are the primary factor in determining 
the potential for investment returns to exceed macro‐market results at various periods in an 
economic cycle. 
 
The Fund intends to focus on unique, financially successful investments. Factors that differentiate 
specific submarkets within a macro‐market include, but are not limited to, proximity to employment 
centers, entertainment and shopping, available land for new real estate development and the local 
entitlement process. 
 
The Manager believes that real estate assets located in close proximity to urban oriented, in‐fill 
locations and areas with high barriers to entry (lack of available land and/or difficult entitlement 
processes) should produce economic performance that exceeds that of real estate assets in locations 
without those characteristics. However, during certain points in an economic cycle (specifically, early 
in a recovery period), the Manager will focus more on value-added acquisitions and renovation 
opportunities.  

 
Investors, at a macro‐market level often fail to distinguish among the economic drivers and risks 
associated with real estate, cities and their submarkets. In addition, investors in all asset classes, 
including institutional investors, fall prey to herd mentality, market sentiment and unsupported 
trading strategies, which can result in a disequilibrium between price and value in certain submarkets, 
including both temporary over‐valuation and under‐valuation. These investors generally lack a good 
appreciation of the interregional flows of capital, people and goods and how these interdependent 
flows affect real estate values. Moreover, cities vary in how their complex economic structures respond 
to exogenous shocks. These dynamic responses can be complex, difficult to gauge and highly lagged, 
leading to over‐ and under‐shooting of rents, vacancy rates, new construction and prices. The Manager 
will focus on urban and regional trends that are supported by long term fundamentals in order to make 
investment decisions. 

 
3) Capital Market Conditions. The capital markets price risk across all asset classes. Real estate, a complex 

hybrid asset, is no different. Capital flows into and out of real estate reflect not just national but global 
forces as well. Even though common knowledge would argue that real estate is all local — location, 
location, location — only 50% of the variation in capitalization rates reflects metropolitan and regional 
factors and the other factors in the variation of capitalization rates pertain to capital market conditions. 
The Manager is well suited to integrate property level and capital market considerations in its pricing 
and assessment of risk.  The term structure of interest rates and market volatility affect the pricing at 
the heart of real estate, especially core-plus and value‐added strategies. However, the Fund’s debt-free 
approach limits the portfolio’s exposure to interest rate sensitivity due to the avoidance of leverage, 
while the broader market may still be affected. 

 
4) Property‐Specific Characteristics. The fourth component of the Fund’s investment strategy relates to 

property‐specific characteristics. Different properties each have signature characteristics, some, but not 
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all, of which pertain to location. For example, the value of an apartment may reflect in part its proximity 
to a busy road or its view of a marina. In other words, each building has an array of characteristics 
wherein the price and the relative prices of these attributes changes over the real estate cycle. Hence, 
the Manager, will attempt to identify underpriced properties based on their particular characteristics. 

 
Value Creation Components 

 
The Manager intends to focus its near‐term acquisition activity on five value creation components present in 
the current market: (1) low‐basis acquisition prices, (2) physical asset enhancements, (3) operating expense 
control, (4) revenue enhancements and (5) the capital flow cycle. Many of these components arise from the 
absence of a motivated owner, which can occur when an owner is capital constrained or facing other financial 
difficulties, when a property’s value is less than the underlying mortgage balance, when the mortgage is nearing 
a balloon payment or when the need for capital expenses or the support of operating expenses cannot be met 
by the property’s operating cash flow. 

 
1) Low‐basis Acquisition Prices.  BENA Capital is often able to buy assets at discount prices because it is 

able to acquire properties using cash, and with no financing contingency, which provides a strategic 
advantage over many of its competitors and can often provide the seller with capital immediacy. This 
approach also provides an excellent basis for strong cash flows and future upside when exercising sell 
discipline. The feasibility of this strategy is a function of the maturity of the cycle, location and the 
particulars of any acquisition. The pace of foreclosures of over‐leveraged assets in weak financial hands is 
rapidly de‐accelerating and many distressed assets have been cleared. However, distressed opportunities 
still exist and even non‐distressed owners may have little flexibility to take full advantage of the 
strengthening market. Beyond distress, many owners seek to generate liquidity, rebalance portfolios, 
deleverage and accomplish other financial goals. The rise in transaction volume and liquidity facilitates 
this industry‐wide repricing and rebalancing. Providing financial immediacy, which the market rewards, is 
a goal of the Fund. Consequently, the Manager believes it can acquire certain assets at a very attractive 
low‐basis which will then help insulate the Fund from the rental competition so often associated with less 
attractively priced assets. 

 

2) Physical Asset Enhancements.  Acquisition opportunities generally exhibit one or more of the following 
characteristics: poor design, vacant apartment units, deferred maintenance, functional obsolescence or 
poor lease structure. Where physical distress is present, the Fund will have access to BENA Capital’s 
construction, renovation and repositioning expertise. This value‐added approach to asset management 
helps increase cash flow from the assets.  

 
3) Operating Expense Control.  BENA Capital’s analysis and due diligence for acquisitions have yielded 

meaningful upside potential. This potential stems from poor operating expense control over the years 
by the absence of a motivated owner. BENA Capital brings in professional property management, a 
motivated asset management team, and modern financial accounting/information systems to the 
operating decision process. This experience will help identify variances and allow the Fund to improve 
the bottom line by controlling operating expenses. Value will be created by immediately improving net 
operating income after the acquisition date.  

 
4) Revenue Enhancements.  The absence of a motivated owner also creates pervasive revenue 

shortcomings at the asset level.  Once again, the Manager believes that it has access to professional 
management and asset management experience that will help rectify revenue shortcomings. Revenue 
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enhancement opportunities consist of addressing occupancy and rent levels that are below market, 
reconfiguring rent roll, and fortifying tenant credit quality. The ability to increase occupancy generates 
new revenue and immediately impacts the bottom line. Aggressive management of the rent levels, and 
turnover relative to the market, also generates enhanced revenue over time. As the rent roll is 
reconstructed during the first year of ownership, asset investment value is enhanced through improved 
cash flow streams. 

 
5) Capital Flow Cycle.  Debt and equity capital re‐entered various property sectors after 2010. Owners, 

once on the sidelines, are now seeking to reposition portfolios and realize profits, which increases deal‐
flow. Initially the flow of capital was focused on core properties.  With  the  maturing  of  the  capital  
flow  cycle,  more  capital  is targeting core-plus and value‐added strategies, especially outside of so‐
called “gateway” cities such as New York and San Francisco. Investors are increasingly targeting 
secondary or non‐gateway markets such as Nashville and Raleigh. The Manager expects the equity 
capital flow to seek increased yield as the risk exposure to another economic downturn wanes. As 
capital begins to flow into lower‐tier assets and away from primary markets, the Manager anticipates that 
lower‐tier properties (B/C) and secondary and tertiary markets will exhibit increased value multipliers. 
The Manager believes that the Fund can exit investments in a manner that will reflect improved 
pricing fundamentals in its target markets and asset classes. 

 
These five value‐enhancement components are common in many transactions in varying degrees at this point 
in the real estate cycle. The Management Team’s operating experience will enable the Manager to identify 
opportunities where arbitrage exists in order to produce outsized risk‐adjusted returns for the Fund. 
 
Operating Strategy 

 
The Fund’s asset management strategy is to enhance property‐level net operating income (“NOI”), which drives 
investor returns, by focusing on occupancy and rental rate growth. The Fund intends to aggressively manage 
operating expenses and reduce their volatility in order to maximize sustainable cash flow growth and reduce 
downside risk. The Manager intends to achieve this strategy through proactive marketing and leasing, delivering 
exceptional services, generating economies of scale to lower expenses and maintain high standards in the 
submarket. The Manager may choose an operating tactic for a particular market aimed at maximizing rental 
rate growth while increasing short‐term vacancy exposure in order to optimize future revenues. In other 
scenarios, occupancy may be maximized at the expense of rental‐rate growth to deliver the best operating cash 
flow results. The Manager also may apply different operating tactics to assets that are targeted for disposition. 
These tactics maximize the sales price based on current market underwriting conditions. 

 
Capital Strategy 

 
Real estate investments are capital intensive. As a result, capital allocation decisions significantly impact investor 
returns. Cash flow returns for investors have been BENA Capital’s primary driver, and the Fund intends to 
adhere to that model. The Fund’s conservative capital strategy has three primary components: 

 
1) No Interest-Bearing Debt.  A critical component of the Fund is its restriction on the use of interest-

bearing debt.  As such, all property acquisitions are expected to take place from the cash on hand in the 
fund, and not utilize any debt.   
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2) Efficient Use of Capital.  The Manager intends to actively deploy the Fund’s available capital to maximize 
the returns generated for the portfolio as a whole.  Rather than leave capital underutilized, the preference 
will be to deploy the capital according to the Fund’s strategy, as soon as appropriate and compelling 
opportunities become available, while retaining some cash reserves to address any short-term capital needs 
or value-add improvements. 

 
3) Sell Discipline.  A critical component of the Fund’s investment philosophy will be exercising sell 

discipline in order to capture premium returns.  Real estate is a cyclical business and it is important to 
evaluate performance potential throughout various points in the cycle. The Manager’s analyses of the 
real estate and capital markets will drive its decision to sell with the intent of capturing risk‐adjusted 
investor returns that meet or exceed the Fund’s target returns. 

 
Diversification 

 
Diversification as Portfolio Risk Reduction 

 
Diversification is an essential portfolio risk reduction tool and investors should not ignore its value. True 
diversification, as opposed to naïve diversification (i.e., not putting all of one’s eggs in the same basket) exploits 
the less than perfect return correlation across assets and asset classes. Diversification can increase portfolio 
returns without incurring additional risk or, equivalently, reduce portfolio risk without sacrificing return. 

 
While diversification is a very important risk reduction strategy for an investor’s overall portfolio, fine grain 
diversification may be inconsistent with the Fund’s strategy. An investment manager usually serves its investors 
best by focusing on those markets and strategies in which the manager has a demonstrated comparative 
advantage. The Manager, consistent with that principle, rather than casting too broad a net, plans to invest only 
in those markets where it believes it can employ its strategy at a significant edge to the competition. In other 
words, the Manager believes in focusing on those markets and strategies which it understands best, rather than 
diversifying for diversification’s sake. 

 
The Fund intends, but does not guarantee, that no asset shall constitute more than 25% of the equity 
contributed to the Fund two years after the Offering Termination Date. The Fund may elect to pursue and 
acquire very attractive, but larger, properties, the equity of which, at the time of such acquisition, represents 
more than 25% of the total capital committed to the Fund at a given time. 

 

The Fund may not be suitable for investors whose first or paramount concern is fine grain diversification. If an 
investment in the Fund represents a small proportion of an investor’s total multi‐asset portfolio, then lack of 
diversification may not be a critical consideration. Prospective investors should consult their financial advisors 
with respect to their own diversification objectives. 

 
Diversification of Opportunity 

 
The ability to execute and invest committed capital prudently is critical, especially in a rising market. The Fund 
is not restricted to a single property sector or investing approach.  BENA Capital can efficiently toggle across 
property sectors and between core-plus and value‐added strategies. Because the Manager’s network of real 
estate brokers provides consistent on and off-market deal flow, the Fund will have the advantage of a large flow 
of well‐underwritten investment opportunities from which the Manager can select the most attractive and 
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compelling opportunities. 
 

Warehousing of Investments 
 

To facilitate investment by the Fund, the Manager or an affiliate thereof, may purchase or acquire control of 
prospective investments for the Fund and transfer such prospective investments to the Fund at a price 
determined by a third party appraiser.  As of the date hereof, neither the Manager, nor its affiliates, have 
warehoused any investments for the Fund. 



CONFIDENTIAL OFFERING MATERIALS 
BENA Capital – Mosaic Fund LP 
 

PAGE 17 OF 39 
DISCLOSURE MEMORANDUM 

PART 3 – PRIOR INVESTMENT HISTORY 
 

 
 
 
 
 
 

 

 

BENA Capital, LLC 
www.bena-capital.com 

PART 3 

PRIOR INVESTMENT HISTORY 

 
The management team at BENA Capital has been involved in the ownership/management of $3.1 Million in real estate 
assets and the advisory of over $1 Billion of real estate development and disposition projects across single family residential, 
multi-family residential, mixed-use, and office sectors. 

 
The properties that follow in this section demonstrate the investment experience around the types of properties that the 
Fund will pursue.  None of the investments listed will be included in the Fund. Investors are cautioned that past 
performance is not indicative of future results, and the Fund is not making any representation that any investment will or 
is likely to achieve profits or losses similar to those achieved in the past by the BENA Capital team, or that significant 
losses will be avoided.  The summaries include both Unrealized Investments; and Realized Investments, meaning those 
investments that have been sold. 

 

Photo Location Invested Timeline Rental Rate Cap Rate 
Market 
Value 

Asset Price 
Gain 

 

Davis, CA $294,000 
3 months 

for 
renovations 

$2,200 / 
month 

6.1% $450,000 53% 

 

San Ramon, 
CA 

$300,000 
4 months 

for 
renovations 

$2,800 / 
month 

8.4% $600,000 100% 

 

Merced, CA $205,000 
2 months 

for 
renovations 

$3,055 / 
month 

8.3% $340,000 65% 

 

Abilene, TX $150,000 
4 months 

for 
renovations 

$4,000 / 
month 

8.5% $280,000 86% 

 

Santa Rosa, 
CA 

$98,000  
to date 

5-7 years to 
develop 

N/A N/A 
$200,000  

to 
$900,000 

TBD 

 

Hartford, 
CT 

$480,000 
2 months 

for 
stabilization 

$8,540 / 
month 

8.0% $600,000 25% 

 

Greensboro, 
NC 

$45,000 
2 months 

for 
renovations 

$1,000 / 
month 

10.0% $60,000 33% 

 

Fort Worth, 
TX 

$140,000 
2 months 

for 
renovations 

$1,775 / 
month 

8.0% $160,000 14% 
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PART 4  

THE OFFERING 

 
The Fund: BENA Capital Mosaic Fund LP, is a California limited partnership formed for the 

purpose of investing in core-plus and value‐added real estate properties located 
throughout the United States. The Fund expects to invest in assets that generate cash 
flows and where distress, arbitrage or the need for capital immediacy play a role, and 
where the Fund’s ability to underwrite opportunities and close quickly will produce 
pricing advantages.   

 

Manager: BENA Capital, LLC, a California limited liability company, serves as the manager 
and general partner of the Fund and has full and complete authority, power and 
discretion to manage the business and affairs of the Fund, including the acquisition, 
financing, renovation, management, operation and ultimate sale of the properties that 
the Fund acquires. The managing directors of BENA Capital, LLC are Yousif Abudra 
and Kimberly Yeh (the “Managing Directors”). 

 
Investment 
Objectives: The Fund expects to deploy the proceeds of this Offering in Fund Assets which meet 

the Fund’s investment and underwriting criteria with the intent to: 
 Preserve and protect each Member’s Capital Contribution 
 Deliver total annualized returns of 6.4 – 7.1% (net) 

o Cash Flow: 4.9 – 5.3% annual distribution (net) 
o Appreciation: 1.5 – 1.8% annualized (net) 

 

Offering: The offering is for the purchase of Interests in the Fund. The Manager is seeking 
aggregate capital contributions for the Fund of up to $900,000. The Manager, in its 
sole discretion, may increase the size of the aggregate capital contributions for the 
Fund. The Manager may accept subscriptions at one or more closings, in its 
discretion, until December 31, 2019 (the “Offering Termination Date”).  

Minimum 
Subscription: The minimum subscription by a single investor is $50,000; provided that the 

Manager reserves the right to accept subscriptions in a lesser amount, in its sole 
discretion. 

Use of Proceeds: The proceeds from this Offering will be used primarily to invest in core-plus and value‐
added real estate properties located throughout the United States. Proceeds of this 
Offering will be utilized exclusively for the purposes of the Fund, including, without 
limitation, investment pursuit costs, the payment of organizational and offering 
expenses, the payment of fees to the Manager and its affiliates, third‐party market 
data and due diligence costs, and other Fund‐related expenses. From time to time, 
the Manager and its affiliates will incur costs and expenses on behalf of the Fund 
which will be reimbursed by the Fund. The Manager will be responsible for the costs 
and expenses of its internal operations including rent, salaries, furniture, equipment 
and other similar expenses. 
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Capital Contribution 
Of Manager:  The Manager and its affiliates have agreed to a capital contribution of up to 10% of 

the total subscriptions of all investors in the Fund (the “Manager Commitment”). 
The Manager Commitment will be funded on the same terms, and will have the 
same rights to distributions and allocations, as the subscriptions from the investors in 
this Offering. 

Ownership 
Percentages:  Each  Member  of  the  Fund  (which  will  include  the  Manager)  will  have  an 

ownership percentage in the Fund (“Ownership Percentage”) which, subject to 
adjustment for failure to make capital contributions, will be determined at any time 
by dividing the aggregate capital contributions made to date by such Member, by the 
aggregate capital contributions made to date by all Members of the Fund. The 
Ownership Percentages represent certain economic rights that the Members have 
with respect to the Fund as more fully described herein and in the Fund Agreement. 

Term: The Fund will terminate on the fourth anniversary of the Offering Termination Date, 
though such term, unless the Fund is sooner dissolved, may be extended by the 
Manager in its sole and absolute discretion for up to two additional years. The term 
of the Fund may be further extended beyond such date if agreed to by the Members 
by vote (as defined in the Fund Agreement). 

Diversification:  The Fund will target to not invest more than 25% of the total capital contributions 
in any one property, calculated as of the Offering Termination Date. The Fund may 
elect to pursue and acquire very attractive, but larger, properties, the equity of which, 
at the time of such acquisition, represents more than 25% of the total capital 
committed to the Fund at a given time. The Fund may not be suitable for investors 
whose first or paramount concern is fine grain diversification. If an investment in the 
Fund represents a small proportion of an investor’s total multi‐asset portfolio, then 
lack of diversification may not be a critical consideration.  

 
Additional Capital 
Contributions: The Fund Agreement permits the Manager to request additional capital 

contributions.  Except as provided for in the Fund Agreement, no Member has any 
obligation to make additional capital contributions beyond the initial capital 
contribution.  

Distributions:  Net cash from operations (i.e., funds from operations after payment of fees and 
expenses and after funding reserves) will be distributed periodically, at such times and 
in such amounts as the Manager may determine, calculated pro-rata on a quarterly 
basis, in the following order of priority, subject to any Carried Interest Tax 
Distributions (as defined below) made by the Fund to the Manager for such period: 

A. First, to the Members, in accordance with Ownership Percentages, until the 
Members have received: 

• a 5.3% simple rate of return on their capital contributions for Members 
who have invested $100,000 or more, or; 

• a 4.9% simple rate of return on their capital contributions for Members 
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who have invested less than $100,000; 

B. The excess, if any, 100% to the Manager; 

Net cash from capital transactions (i.e., funds from a sale of a Fund investment after 
payment of fees and expenses and after funding reserves) will be distributed 
periodically, at such times and in such amounts as the Manager may determine, in the 
following order of priority, subject to any Carried Interest Tax Distributions made by 
the Fund to the Manager for such period: 

A. First, to the Members, pro rata in accordance with Ownership Percentages, until 
all capital contributions have been returned; 

B. The excess, if any,  

• (i) 60% to the Members, and (ii) 40% to the Manager, for Members who 
have invested $100,000 or more, or; 

• (i) 50% to the Members, and (ii) 50% to the Manager, for Members who 
have invested less than $100,000. 

All distributions to Members include the Manager in its capacity as a Member.  
Distributions in respect of any period during which Ownership Percentages changed 
will be prorated for such period in a reasonable manner as determined by the 
Manager to reflect the change in Ownership Percentages during such period.   

The Manager’s “Carried Interest” collectively refers to all distributions pursuant to 
clause B under distribution of net cash from operations above, and clause B under 
distributions of net cash from capital transactions above. The Fund may make tax 
distributions (“Carried Interest Tax Distributions”) to the extent that the amount of 
cumulative Carried Interest distributed to the Manager in a calendar quarter is less 
than the income of the Fund allocated to the Manager with respect to its Carried 
Interest as of the end of such quarter. Such tax distributions will be treated as advance 
payments of Carried Interest by the Fund that will reduce future payments thereof 
(but will in no circumstances be repayable to the Fund by the Manager). 

 

Tax Allocations: The Fund will establish and maintain a capital account for each Member and, in 
general,  items  of  income,  gain,   loss  and  deduction  will  be  allocated  to  the 
Member’s capital accounts in a manner which reflects the distribution priorities 
described above. 

Warehousing: To facilitate investment by the Fund, the Manager or an affiliate thereof, may 
purchase or acquire control of prospective investments for the Fund and transfer 
such prospective investments to the Fund at a price determined by a third party 
appraiser. 

Fund–Level Fees: None. 

General Expenses:  The Fund will reimburse the Manager and its affiliates for all third‐party expenses 
incurred by them for the benefit of the Fund, including third‐party data and research 
services, investment due diligence costs and professional fees. The Fund may advance 
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funds to BENA Capital and/or its affiliates to be used to pay for costs incurred in 
connection with the pursuit and acquisition of each investment (defined above as a 
“Pursued Property”) in which the Fund is considering an investment (such costs 
defined above as “Pursuit Costs”); provided, however, that the Manager may at any 
time, and in its sole discretion, decide on behalf of the Fund to abandon pursuit of 
such Pursued Property. 

Offering Expenses:  The Fund will pay all expenses incurred in connection with the formation of the 
Fund. 

Rights of Members:    The Members’ rights under the Fund Agreement will include the following (which 
are in addition to those rights conferred on members by law: (1) the right to inspect 
the books and records of the Fund at reasonable times, (2) the right to receive 
unaudited quarterly reports and unaudited annual financial statements of the Fund 
that are certified by the Manager. 

Transfer Restrictions:  Subject to certain limited exceptions, Interests can only be transferred with the 
consent of the Manager. 

Indemnification:  The Manager, and any other person who serves at the request of the Manager on 
behalf of the Fund as an officer, advisor, director, shareholder, member, employee or 
agent (in each case, an “Indemnitee”) will not be liable to the Fund or to the 
Members for (1) any act performed or omission made by it in the absence of its own 
fraud, willful misconduct or gross negligence or (2) losses due to the negligence of 
brokers or other agents of the Fund. The Fund will indemnify each Indemnitee for 
any loss, damage or expense incurred by such Indemnitee on behalf of the Fund or 
in furtherance of the interests of the Members or otherwise arising out of or in 
connection with the Fund, except for losses arising from such Indemnitee’s own 
fraud, willful misconduct or gross negligence. As part of the indemnification 
obligation, the Fund may advance the expenses of an Indemnitee before final 
disposition of any action involving an Indemnitee. 

Reporting: Members will be provided with: (1) unaudited quarterly reports containing an 
operational summary of the properties of the Fund and (2) such other information 
as is necessary for the preparation of tax returns. 

ERISA: The Manager is authorized to take any action it deems necessary to prevent any 
investment or asset of the Fund from becoming a “plan asset” for purposes of the 
Employee Retirement Income Security Act of 1974, as amended (“ERISA”), including 
the redemption of any or all of the Interests of any Member subject to the ERISA 
rules. 

Dispute Resolution:   Any disputes arising out of the Fund Agreement shall be submitted to, and settled 
by, arbitration in the City of San Ramon, State of California, pursuant to the 
commercial arbitration rules then in effect of the American Arbitration Association 
(or at any time or at any other place or under any other form of arbitration mutually 
acceptable to the parties so involved). Any award rendered shall be final and 
conclusive upon the parties and a judgment thereon may be entered in any court of 
the forum, state or federal, having jurisdiction. The expenses of the arbitration shall 
be borne equally by the parties to the arbitration until the conclusion of the 
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proceedings. At such time, the prevailing party, as determined by the arbitrator, in 
any arbitration shall be reimbursed for its costs (including attorneys’ fees and 
expenses) by the non‐prevailing party. 

Subscriptions:   The Manager reserves the right, in its sole discretion, to reject any subscription in 
whole or in part. For an investor subscribing after the initial closing, any required 
capital contribution will be immediately released to the Fund upon acceptance of its 
subscription. Once the Fund has accepted an investor’s subscription, the Manager 
will notify the investor of the date of closing for the investor’s subscription. Upon 
receipt of such notice, an investor will have five business days to remit any such 
amount to the Fund.  In determining which subscriptions to accept, in whole or in 
part, the Manager may take into account any factors it considers relevant. 

Accredited Investor:   Each prospective investor must be an “accredited investor” (as defined in Regulation 
D promulgated under the Securities Act) and will be required to satisfy certain 
investor suitability standards. In order to purchase an Interest, an investor must 
complete those materials provided by the Manager in the Subscription Documents. 
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PART 5 

MANAGEMENT TEAM 

 

Overview 
 

BENA Capital, the Fund’s sponsor, is a diversified real estate investment company headquartered in San 
Ramon, California, and founded in 2014. BENA Capital acquires and manages properties primarily in the 
multifamily sector. Prior to BENA Capital’s founding, over the past 10 years, the BENA Capital team has 
employed core-plus and value‐add investment approaches and believes value is created by improving assets 
and growing profits, not financial engineering.  As a result, investments are made with 100% cash and do not 
utilize any interest-bearing debt 

 
Management Team 

 
Managing Directors 

 
Yousif Abudra – Managing Director – Real Estate Investments 

 
Mr. Abudra is responsible for leading execution of BENA Capital's real estate 
investment funds and directing asset acquisitions and dispositions. 
 
Mr. Abudra concurrently serves as Real Estate Strategy Advisor for Chevron 
Corporation (NYSE: CVX).  He has advised on over $1 Billion of real estate 
development and disposition projects including residential, mixed-use, office, and 
environmentally impacted sites. 
 
Previously, he was an investment banker with martinwolf M&A Advisors.  He was 
responsible for executing and supporting buy-side and sell-side M&A transactions 
in the $20MM - $200MM middle market. As a FINRA registered broker, he 
advised clients in the IT supply chain, services, staffing, BPO, managed services, 
and cloud computing spaces. 
 
Prior to martinwolf, Mr. Abudra worked with Navigant Consulting where he 
performed financial modeling and analysis on disputes engagements up to $4 
Billion. He was also responsible for performing detailed cost analyses and 
calculating overruns, damages, and variances for engagements in a variety of 
industries including real estate, construction, and telecommunications. 
 
Yousif holds a B.A. with honors from the University of California, Davis, where 
he majored in International Relations and minored in Managerial Economics. 
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Kimberly Yeh – Managing Director – Acquisitions 

 
Ms. Yeh heads the identification and sourcing of BENA Capital's target markets 
and property acquisitions.  She has 9+ years of real-estate investment and portfolio 
management experience across both commercial and residential assets. 
 
Prior to BENA Capital, Ms. Yeh served as Portfolio Manager in AT&T’s 
Technology Solutions & Business Strategy team, developing and executing long-
term strategic roadmaps.  She worked extensively with senior leadership to identify 
and assess emerging technologies, develop multi-year business strategies, and secure 
funding.   
 
Ms. Yeh has managed strategic programs totaling over $200MM and negotiated 
over $260MM of vendor contracts as a Senior Strategic Sourcing Manager. She has 
advised executive teams on business performance improvements and value 
extraction from deal transactions, providing tactical, management, technology, and 
risk consulting expertise. 

 
Advisor 

 
Muhammad Izzam – Advisor 

 
Mr. Izzam is responsible for the review and advisory of BENA Capital's real estate 
funds. 
 
Having served as Head of Advisory for Al Rajhi Bank in Malaysia, and Manager 
for Noor Investment Group in Dubai, Muhammad Izzam is a banking professional 
with multi-lingual proficiency in English, Arabic and Malay. He specializes in 
advisory, secretariat, and review, as well as audit and training.  
 
As internal adviser and officer, he has supervised various banking products and 
structures, including 43 syndications.
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APPENDIX 

REGULATORY AND TAX CONSIDERATIONS 
 

Regulatory Considerations 
 

Prospective investors should carefully consider the following regulatory considerations and risks regarding an 
investment in the fund. 

 
Securities Act of 1933 

 

Interests in the Fund will not be registered under the Securities Act or any other securities law, including state 
securities or blue‐sky laws. The Interests will be offered without registration in reliance upon the exemption 
from registration contained in Section 4(a)(2) of the Securities Act and Rule 506 of Regulation D promulgated 
thereunder. Each prospective investor will be required to represent that it is an “accredited investor” as defined 
in the Securities Act and that it is acquiring its Interest in the Fund for investment purposes only and not for 
resale or distribution as well as provide certain documentation to verify it is an accredited investor. 

 
Investment Company Act of 1940 

 

The Fund expects to be exempt from the registration requirements of the Investment Company Act in 
accordance with Section 3(c)(1) thereof, which provides an exemption for issuers whose securities are 
beneficially owned by fewer than 100 persons, and therefore the Fund will not be subject to the substantive 
and disclosure provisions of the Investment Company Act. To avail itself of the Section 3(c)(1) exemption, 
interests in the Fund held by investment companies, business development companies and entities that would 
be investment companies but for the exemptions set forth in Sections 3(c)(1) and 3(c)(7) of the Investment 
Company may be designated non‐voting interests. 

 
Investment Advisers Act of 1940 and Related State Laws 

 

There is not any requirement in the Fund Agreement or the investment management agreement between the 
Fund and the Manager requiring the Manager to register as an investment adviser with any state or the federal 
government to the extent such registration is not otherwise required by law. 

 
ERISA 

 

An investment in the Fund is open to employee benefit plans, whether or not subject to ERISA. However, the 
Manager intends to limit investment by ERISA Investors (as defined below) to no more than 25% of the total 
capital contributions of the investors in the Fund (excluding the capital contributions of the Manager and any 
other person (other than an ERISA Investor) who has discretionary authority or control over the Fund’s assets 
or who provides investment advice for a fee with respect to such assets, or any affiliate of such persons). 

 
An “ERISA Investor” is (i) a plan subject to Part 4 of Title I of ERISA, (ii) any plan to which the prohibited 
transaction provisions of Section 4975 of the Code apply (plans described in (i) or (ii) being referred to as 
“ERISA Plans”), or (iii) an entity that is deemed to hold “plan assets” under ERISA. Before making an 
investment in the Fund, an ERISA Investor should review the following summary of issues arising under 
ERISA and the Code. 



CONFIDENTIAL OFFERING MATERIALS 
BENA Capital – Mosaic Fund LP 
 
 

PAGE 26 OF 39 
DISCLOSURE MEMORANDUM 

APPENDIX – REGULATORY & TAX CONSIDERATIONS 
 

 
 
 
 
 
 

 

 

BENA Capital, LLC 
www.bena-capital.com 

 
The Manager intends to operate the Fund within the 25% limitation on benefit plan investors.  

 
Fiduciaries of an ERISA Plan proposing to invest in the Fund will be required to represent that they have been 
informed of and understand the fund’s investment objectives, policies and strategies, that the decision to invest 
the ERISA Plan’s assets in the fund was made with appropriate consideration of relevant investment factors 
with regard to the ERISA Plan and is consistent with the duties and responsibilities imposed upon fiduciaries 
with regard to their investment decisions under ERISA. 

 
In addition to the above considerations, fiduciaries of ERISA Plans contemplating an investment in the Fund 
should consider the possibility that a portion of the Fund’s income may constitute “unrelated business taxable 
income.” 

 
Any fiduciary of an ERISA plan considering an investment in the fund is strongly urged to consult its own 
legal, ERISA and tax advisors regarding the consequences of such investment under ERISA. 

 
Tax Considerations 

 
This summary discusses certain United States federal income tax consequences relating to an investment in 
the Fund. This discussion is based on provisions of the Internal Revenue Code of 1986, as amended (the 
“Code”), United States Treasury Regulations issued thereunder, Internal Revenue Service (“IRS”) rulings and 
pronouncements and judicial decisions now in effect. These authorities may be changed, perhaps with retroactive 
effect, so as to result in federal income tax consequences different from those set forth below. 

 
This discussion is necessarily general and limited in scope and is not intended to be applicable to all categories 
of investors, some of which, such as banks, thrifts, insurance companies, dealers and other investors that do 
not own their Interests in the Fund as capital assets, may be subject to special rules. 

 
Except to the extent set forth below under the headings “Tax‐Exempt Investors,” this summary does not 
address the tax consequences that may be relevant to tax‐exempt organizations. In addition, this summary does 
not address the tax consequences that may be relevant to non‐U.S. persons. 

 
The actual tax consequences of the purchase and ownership of interests in the fund may vary depending upon 
an investor’s circumstances. This discussion is not tax advice and is not intended to substitute for tax planning. 
Prospective investors are urged to consult their own tax advisors concerning the federal, state and local income 
tax consequences of the purchase, ownership and disposition of interests in the fund, as well as the 
consequences under the laws of any other taxing jurisdiction. 

 
IRS Circular 230 disclosure: the following summary discussion is written to support the promotion or 
marketing of the transactions addressed by this memorandum. It is not intended or written to be used, and 
it cannot be used, by any investor or other taxpayer for the purpose of avoiding penalties that may be imposed 
on such investor or taxpayer. Investors should seek advice based on their particular circumstances from an 
independent tax advisor. 

 
Partnership Status 

 

Subject to the following discussion regarding publicly traded partnerships, a domestic entity that has two or 
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more members and that is not organized as a corporation under federal or state law generally will be classified 
as a partnership for federal income tax purposes unless it elects to be treated as a corporation. 

 
An entity such as the Fund that would otherwise be classified as a partnership for federal income tax purposes 
may nonetheless be taxable as a corporation if it is a “publicly traded partnership.” The Manager intends to 
operate the Fund so that it will not be treated as a corporation under the publicly traded partnership provisions 
of the Code. The Fund intends to obtain and rely on appropriate representations and undertakings from each 
prospective investor to ensure that it is not treated as a publicly traded partnership. If the Fund were determined 
to be a corporation for federal income tax purposes, it would be taxed on its earnings at corporate rates and 
any distributions to an investor would be taxable as a dividend to the investor to the extent of the investor’s 
ratable share of current or accumulated earnings and profits of the Fund. An organization that is classified as 
a partnership for federal income tax purposes is not subject to federal income tax itself, but it must file an 
annual information return. The remainder of this discussion assumes that the Fund will be treated as a 
partnership for federal income tax purposes. 

 
General Tax Principles 

 

Each investor in the Fund will be required to report on its federal income tax return and will be taxed upon its 
share of each item of the Fund’s income, gain, loss, deduction and credit for each taxable year of the Fund 
ending with or within the investor’s taxable year. Each item generally will have the same character and source 
as though the investor realized the item directly. Investors must report these items without regard to whether 
any distribution has been or will be received from the Fund, and thus may incur tax liabilities in excess of Fund 
distributions. In such a case, an investor could have to satisfy tax liabilities arising from an investment in the 
Fund from such investor’s own funds. 

 
Tax Basis and Distributions 

 

An investor’s tax basis in interests of the Fund is, in general, equal to the amount of cash the investor has 
contributed to the Fund, increased by the investor’s proportionate share of income and increases in the 
investor’s share of liabilities of the Fund and reduced (but not below zero) by the investor’s share of 
distributions and net losses and reductions in the investor’s share of the Fund’s liabilities. Cash distributions to 
an investor are generally not taxable. Instead, an investor’s adjusted tax basis in its interests in the Fund will 
generally be reduced by the amount of such cash distributions. However, to the extent such distributions exceed 
the adjusted tax basis of an investor’s Interest, the investor will recognize gain. For purposes of this rule, 
decreases in an investor’s share of the Fund’s liabilities are treated as cash distributions. 

 
Allocations of Income, Gain, Loss and Deduction 

 

Items of the Fund’s taxable income, gain, loss and deduction are allocated so as to take into account the 
varying interests of the investors over the term of the Fund. Section 704(b) of the Code provides that 
allocations of items of partnership income, gain, loss and deduction will be respected for tax purposes if such 
allocations have “substantial economic effect.” It is possible that the IRS will challenge the Fund’s allocations, 
and any resulting reallocation of tax items may have adverse tax consequences to an investor. 

 
Limits on Deductions for Losses and Expenses 

 

Investors that are individuals or certain closely held corporations may be subject to various limitations on their 
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ability to use their allocable share of deductions and losses of the Fund, against other income. Such limitations 
include those relating to “passive losses,” amounts “at risk,” “investment interest” and “miscellaneous itemized 
investment expenses.” Prospective investors should consult their own tax advisors regarding the application of 
these rules to their investment in the Fund. 

 
Organizational, Operating Expenses and Syndication Fees 

 

The organizational and operating expenses of the Fund, including any amounts treated as compensation paid 
to the Manager or its affiliates, may be treated as miscellaneous itemized deductions or may have to be 
capitalized. A non‐corporate taxpayer’s ability to deduct miscellaneous itemized deductions is limited, including 
by the provision of the Code that provides that all miscellaneous itemized deductions of an individual taxpayer, 
and certain of such deductions of an estate or trust, are deductible only to the extent that such deductions 
exceed 2% of the taxpayer’s adjusted gross income. 

 
In general, neither the Fund nor any partner may currently deduct organizational or syndication expenses. An 
election may be made by the Fund to deduct up to $5,000 of organizational expenses (but with such deduction 
reduced to the extent total organizational expenses exceed $50,000) and to amortize the remainder of such 
expenses over an 180‐month period. Syndication expenses must be capitalized and cannot be amortized or 
otherwise deducted. 

 
State and Local Taxes 

 

Prospective investors should consider the potential state and local tax consequences of an investment in the 
Fund. In addition to being taxed in its own state or locality of residence, an investor may be subject to tax 
return filing obligations and income, franchise and other taxes in jurisdictions in which the Fund operates. 
Further, the Fund may be subject to state and/or local tax. Prospective investors should consult their own tax 
advisors regarding the state and local tax consequences of an investment in the Fund
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RISK FACTORS 

 
The Offering involves a high degree of risk. You should carefully consider the risks described below and the 
other information in this memorandum and the Subscription Documents before deciding to invest in the 
Fund. If any of the following risks actually occur, the Fund’s business, financial condition and results of 
operations would likely suffer. 

 
Risks Associated with the Fund’s Business, the Fund’s Structure, and the Offering 

 
The Fund has no operating history. The Fund is a newly formed entity and, as such, has no operating history 
upon which to judge its likelihood of achieving the targeted returns. 

 

The past investment performance of investments sponsored by BENA Capital and its team members are not indicative of 
the performance that might be achieved by real estate assets acquired by the Fund. Information about prior 
investments provided in this Disclosure Memorandum refers to the prior investment experience of BENA 
Capital and its team members; the prior performance is not necessarily indicative of the Fund’s future results. 

 
Forward‐looking Statements May Prove Materially Inaccurate. The statements contained in this memorandum that 
are not historical facts are forward‐looking statements within the meaning of the federal securities laws.  
While forward‐looking statements in this memorandum reflect the Fund’s estimates and beliefs, they are not 
guaranties of future performance. 
 
The information contained herein is current only as of the date of distribution by the Manager. Such information is 
believed to be reliable and has been obtained from sources believed to be reliable, but no representation or 
warranty is made, expressed or implied, with respect to the fairness, correctness, accuracy, reasonableness or 
completeness of the information and opinions. Furthermore, there is no obligation to update, modify, or 
amend this memorandum or to otherwise notify a reader in the event that any matter stated herein, or any 
opinion, projection, forecast or estimate set forth herein, changes or subsequently becomes inaccurate.  

 
Any clerical mistakes or errors in the memorandum should be considered ministerial in nature and not a factual 
misrepresentation or a material omission of fact. 
 
The Fund depends on key personnel and the loss of their full service could adversely affect the Fund. The Fund’s success 
depends to a significant degree upon the continued contributions of the Management Team, including in 
particular the Managing Directors, whose continued service is not guaranteed, and each of whom would be 
difficult to replace. Although the members of the Management Team are expected to commit a significant 
portion of their business efforts to the Fund, they are not all required to devote all or any particular part of 
their time to the Fund’s affairs.  
 
The Manager will control the operations or management of the Fund. Investors will generally be unable to evaluate 
the allocation of net proceeds of this offering or the economic merits of the Fund’s investments prior to 
making an investment decision. The Manager shall have the power and authority to conduct the business 
and affairs of the Fund, including without limitation the power to acquire, finance, sell, employ, or take any 
action required which is permitted by law and which is customary in or reasonably related to the conduct of 
the Fund’s business or affairs. 
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Uninsured losses or losses in excess of insurance coverage could adversely affect the Fund’s financial condition. The Fund 
expects to carry comprehensive general liability and property insurance covering all of the properties in the 
Fund’s portfolio. However, the Fund’s insurance coverage may not be sufficient to fully cover all of its losses. 
Should an uninsured loss or a loss in excess of insured limits occur, the Fund could lose all or a portion of 
the capital invested in the damaged property, as well as the anticipated future revenue from such property. 

 
Geographic concentration of the Fund’s investments could make the portfolio susceptible to economic downturns. As a 
consequence, the aggregate returns realized by the Fund may be adversely affected by the economic factors 
impacting one or a small number of markets. 

 
Members must rely on their own knowledge and due diligence in making an investment decision. In a registered public 
offering of securities, the Securities and Exchange Commission or state regulatory authority may review the 
disclosure provided by the issuer (in this case, the Fund) and comment upon its compliance with the 
disclosure requirements of applicable securities laws. Because of the nature of this offering, there are no 
specific required disclosures (although the anti‐fraud provisions of securities laws are still applicable).  No 
regulatory authority will review or comment upon this Disclosure Memorandum. 

 
Investments through joint ventures could result in losses or conflicts with joint venture partners. The Fund may co‐invest 
with other real estate private equity funds, family offices, high net worth individuals, or other investors. Such 
investments may pose the risk of impasses on decisions, result in adverse consequences, including the loss, 
dilution or subordination of the Fund’s ownership interest and/or result in a reduction of the Fund’s returns. 

 

The Fund may not reach its targeted offering, which would decrease the ability to diversify and increase the risk of investing 
in the Fund. There can be no assurance the Fund will raise up to its target capital contribution, or any portion 
of that amount. If the Fund raises less capital than anticipated, the Fund will likely invest in fewer properties 
and thus be less diversified.  No commitment has been extended by anyone to purchase all, or any portion, 
of the Interests being offered. 
 
The Fund has not identified the particular investments it will make. Accordingly, an investor must rely upon the 
ability of the Manager in making investments consistent with the Fund’s objectives. Although the Managers 
have been successful in locating investments in the past, the Fund may be unable to find a sufficient number 
of attractive opportunities to invest its committed capital or meet its investment objectives. Furthermore, 
there may be a period of time before the Manager fully invests the proceeds of the Fund and begins to make 
distributions or payments. The Manager will attempt to invest the proceeds as quickly as prudence and 
circumstances permit; however, no assurance can be given as to how quickly the proceeds will be invested.  

 
An investment in the Fund will be illiquid, and no public trading market is expected to develop for the Interests. There is 
no public market for Interests in the Fund, and it is not expected that a public market will develop.  

 
Members in the Fund will have limited ability to transfer their Interests. The transferability of Interests in the Fund 
will be restricted by the Fund Agreement and by United States federal and state securities laws. In general, 
Members will not be able to sell or transfer their Interests to any third party without the consent of the 
Manager. 

 

The Fund will be required to indemnify the Manager, the Management Team, and their affiliates for liabilities incurred 
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in connection with the affairs of the Fund to the extent that they acted in good faith and in a manner they reasonably 
believed to be in the Fund’s best interests. Such liabilities may be material and have an adverse effect on the returns 
to Members. The indemnification obligation of the Fund would be payable from the assets of the Fund and 
the Fund would have the ability to recall distributions to fund indemnification obligations. 

 
The Fund may have liabilities associated with the disposition of properties. In connection with disposition of an 
investment, the Fund may be required to make representations about the condition and operations of the 
underlying property typical of those made in connection with the sale of any real estate asset. It may also be 
required to indemnify the purchasers of such investment or other third parties to the extent that any such 
representations prove inaccurate. These arrangements may result in contingent liabilities, which might 
ultimately have to be funded by the Members to the extent that the Members have received prior distributions 
from the Fund. 

 
The Fund may not achieve its targeted returns. The Fund will make investments based on the Manager’s 
projections of internal rates of return and current returns, which in turn are based on assumptions regarding 
the performance of Fund’s assets and the manner and timing of dispositions, all of which are subject to 
significant uncertainty. In addition, events or conditions that have not been anticipated may occur and may 
have a significant effect on the actual rate of return, if any, achieved on the Fund’s investments.  There is no 
assurance that there will be cash from operations sufficient to pay distributions to the investors in the Fund. 

 
Risks Associated with Investments in Real Estate Generally 

 
The Fund will face risks associated with the real estate industry that could adversely affect results of operations through 
decreased revenues or increased costs. These conditions include: changes in economic conditions; fluctuations in 
interest rates, which could adversely affect the Fund’s ability to dispose of properties on favorable terms or at 
all; the inability of tenants to pay rent; the attractiveness of the Fund’s properties as compared to competitors’ 
properties; increased operating costs; civil unrest, acts of God, including adverse weather and natural disasters; 
oversupply of, or a reduction in demand for, real estate in the markets in which the Fund’s properties are 
located; and changes in, or increased costs of compliance with, laws and/or governmental regulations. 

 
Inflation or deflation may adversely affect the Fund’s financial condition and results of operations. Increased inflation 
could increase costs at a higher rate than the Fund’s rental revenue. In addition, deflation could lead to 
downward pressure on rents and other sources of income. 

 

The illiquidity of real estate investments may impair the Fund’s ability to respond to changes in economic or market 
conditions, which could adversely affect its results of operations or financial condition. As a result, the Fund may not 
be able to sell a property or properties quickly or on favorable terms in response to changes in the economy 
or other conditions when it otherwise may be prudent to do so. 

 

The Fund’s growth will depend upon future acquisitions of properties, and the Fund may be unable to consummate 
acquisitions on advantageous terms. The Manager intends to cause the Fund to acquire properties throughout 
the United States.  The Fund will face competition for attractive investment opportunities from other real 
estate investors. 

 
The Fund’s acquisition activities pose a variety of risks, which can adversely affect the value of the Interests. The Fund 
may not achieve the increased occupancy, cost savings and operational efficiencies projected at the time of 
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acquiring a property.  Management may incur significant costs evaluating potential acquisitions, including 
those that the Fund is subsequently unable to complete.  The Fund may acquire properties that are not 
initially accretive to its results, and the property managers for acquired properties may not successfully manage 
and operate those properties to meet the Fund’s expectations.  The Fund may spend more than budgeted to 
make necessary improvements to or redevelop or reposition acquired properties.  The Fund may acquire 
properties without any recourse, or with only limited recourse, for liabilities, whether known or unknown. 

 

The costs of compliance with laws and regulations may adversely affect the Fund’s income and the cash available for any 
distributions. The cost of compliance with regulatory requirements, of remediating any contaminated property, 
defending against claims of liability, of or of paying personal injury claims could materially adversely affect 
the Fund’s business, assets or results of operations and, consequently, amounts available for distribution to 
investors. 

 
Sector Specific Risks 

 

Multifamily 
 

The Fund will likely depend on multifamily apartment residents for revenue, and vacancies, resident defaults, or lease 
terminations may adversely affect the Fund’s operations. The success of the Fund’s multifamily investments will 
depend upon the occupancy levels, rental income, and operating expenses of the multifamily properties in 
which the Fund invests.  

A property tenant may seek the protection of the bankruptcy laws, which could result in delays in rental payments or in 
the rejection and termination of such tenant’s lease. No assurance can be given that tenants will not file for 
bankruptcy protection in the future or, if any tenants file, that they will affirm their leases and continue to 
make rental payments in a timely manner. If tenant leases are not affirmed following bankruptcy, the Fund’s 
cash flow and the amounts available for distributions to its investors may be adversely affected. 

 

Increased competition and increased affordability of residential homes could limit the Fund’s ability to retain residents at 
its properties, lease multifamily units, or increase or maintain rents. Competitive housing in a particular area and an 
increase in the affordability of owner‐occupied single‐family and multifamily homes due to, among other 
factors, declining housing prices, low mortgage interest rates, and periodic tax incentives and government 
programs to promote home ownership, could adversely affect the Fund’s ability to retain residents, lease 
multifamily units, and increase or maintain rents. 

 

Underlying demographic characteristics and trends in the Fund’s multifamily markets, may not result in higher rental rates 
and reduced vacancies.  

 
Short‐term leases expose the Fund to the effects of declining market conditions. Substantially all of the leases for 
multifamily units are expected to be short‐term leases (generally, one year or less in duration). Multifamily 
residents can leave after the end of their lease term without any penalty. As a result, the Fund’s rental revenues 
may be impacted by declines in market conditions more quickly than if the leases for multifamily units were 
for longer terms. 

 
Reserves for capital expenditures may prove inadequate. Although the Fund expects to maintain reserves for those 
capital expenditures, these reserves may be inadequate if the Fund’s assumptions and estimates on the useful 
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life of these improvements are inaccurate. 
 

Risks Relating to Conflicts of Interest 
 

Other real estate investment activities of the Manager, the Management Team, or BENA Capital. The Manager, 
BENA Capital, and the Management Team engage in a broad spectrum of real estate investment activities 
that are independent from the Fund. Conflicts of interest caused by more than one investment vehicle 
sponsored by the Manager having funds available simultaneously for acquiring investments in assets otherwise 
suitable for investment by the Fund will be attempted to be resolved in good faith by the Manager. 

 
Related party transactions. The Manager may approve or cause the sale of a property in which the Fund has 
invested to a Managing Director or affiliate thereof, but only so long as the Manager (1) obtains the approval 
of the Members by Majority Vote and (2) determines in good faith that the sale of such property to such 
Managing Director or affiliate thereof is on no better terms than those that could be obtained at arms‐length 
from an unrelated third party.  In addition, the Fund may from time to time invest in properties that have 
already been acquired through investments made by the Managing Director(s) and/or their affiliates. In such 
a case, the Fund’s investment will be used to repay all or a portion of such investments made by the Managing 
Director(s) and/or their affiliates. Such buy out will be based on the valuation by a third party appraiser; if 
such fair market value is higher than the original price paid by the Managing Director(s) and/or their affiliates, 
such person(s) would recognize a profit when the Fund invests in such properties. 
 
Lack of Independent Representation.  The Fund has not been represented by independent counsel. The attorneys 
that provide services relating to the Offering perform their services for the Manager at its direction. 

 
Other Compensation Payable to the Manager and its Affiliates.  The Manager will receive economic benefits from 
the Fund and investments made by the Fund, including a Carried Interest in the profits of the Fund, and various 
expenses relating to the management and sale of properties in which the Fund invests, each of which could 
conceivably affect the decision‐making process. 

 

Risks Related to Income Tax Matters 
 

Certain federal income tax considerations applicable to this offering by the Fund are summarized above under 
“Regulatory and Tax Considerations.”  

 
Partnership Status. The Fund has been organized as a limited partnership under the laws of the State of 
California. The Fund will not apply for a ruling from the IRS that it will be treated as a partnership for federal 
income tax purposes, but intends to file its tax returns as a partnership for federal and, if required, state 
income tax purposes. Prospective investors should recognize that many of the advantages and economic 
benefits of an investment in the Interests depend on the classification of the Fund as a partnership (rather 
than as an association taxable as a corporation) for federal income tax purposes. A change in this classification 
would require the Fund to pay a corporate level tax on its income which would reduce cash available to fund 
distributions to investors, prevent the flow‐through of tax benefits, if any, for use on investors’ personal tax 
returns, and could require that distributions be treated as dividends, which together could materially reduce 
the yield from an investment in the Fund. The discussion herein assumes that the Fund will at all times be 
treated as a partnership for federal tax purposes. 
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Federal Income Tax Liability in Excess of Cash Distributions. Each Member that is subject to United States tax will 
be, and other Members subject to tax in other jurisdictions may be, required to take into account and pay 
taxes on such Member’s allocable share of the Fund’s taxable income, regardless of whether the Fund 
distributes cash to its Members. Prospective investors should be aware that the Fund is not required to make 
distributions in an amount necessary to pay income tax on the Fund’s income and that the federal  income 
tax on an investor’s allocable share of the Fund’s taxable income may exceed cash distributions to such 
investor. Accordingly, each prospective investor should ensure that he or she has sufficient cash flow from 
other sources to pay all tax liabilities resulting from such investor’s ownership of Interests in the Fund. 

 
Legislative or regulatory tax changes could adversely affect the tax consequences relating to an investment in the Fund. At 
any time, the federal income tax laws governing partnership taxation or the administrative interpretations of 
those laws may be amended. Any of those new laws or interpretations may take effect retroactively and could 
adversely affect the taxation of the Fund or its Members. 

 

Tax consequences may vary from Member to Member, making the economics of an investment in the Fund less favorable 
to some investors. The ability to realize fully all the value of any expected tax benefits may also depend on 
factors, such as a Member’s individual federal income tax situation. A Member should consider (with the 
advice of a tax advisor) the federal and state tax treatment of an investment in the Fund in light of the 
Member’s particular circumstances. 

 

The timing of the recognition of items of profits and losses may vary from Member to Member depending on when such 
Member is admitted to the Fund. During the period commencing with the initial closing and ending on the final 
closing, the Fund may derive taxable income or loss from operations or taxable gain or loss from the sale of 
properties. Income, gain and loss during this period will be allocated to Members in accordance with their 
varying interests during this period. 

 

Members may be required to recognize income upon which they must pay income tax without corresponding distributions 
of cash. The Fund may derive (1) taxable income or loss from operations of the properties in which the Fund 
invests or (2) taxable gain or loss from the sale or other disposition of the Fund’s investments. Such income, 
gain and loss will be allocated to the Members in accordance with their varying interests in the Fund. 
Accordingly, a Member may incur a tax liability with respect to such Member’s share of Fund income, but 
because the Fund either did not distribute a corresponding distribution of cash (because, for example, the 
Fund retained cash to pay expenses, fund reserves, or to finance new investment opportunities), such Member 
may not receive sufficient cash to pay the tax liability attributable such Member’s share of the Fund’s income. 

 
The Fund’s operations are expected to generate UBTI for tax‐exempt investors. The Fund’s operations may generate 
UBTI (subject to tax at corporate rates) for tax‐exempt investors. The Manager is not undertaking to structure 
its operations to reduce or eliminate UBTI for some or all tax‐exempt investors. The Fund is not expected to 
comply with the “fractions rule” of Code Section 514(c)(9). 

 
If the Fund is deemed a “publicly traded partnership,” it would be taxed at regular corporate rates. No transfer of an 
Interest may be made if it would result in the Fund being treated as a publicly traded partnership under the 
Code. The Manager may, without the consent of any Member, amend the Fund Agreement in order to 
improve, upon advice of counsel, the Fund’s position in avoiding publicly traded partnership status for the 
Fund (and the Manager may impose time‐delay and other restrictions on recognizing transfers as necessary 
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to do so). If the Fund inadvertently became a publicly traded partnership under the Code, it would be subject 
to corporate level taxation, resulting in double taxation of Fund income. 

 
Internal Revenue Service positions could vary from those presented in this memorandum. The Fund will not seek rulings 
from the IRS with respect to any of the federal income tax considerations discussed in this memorandum. 
Thus, positions to be taken by the IRS as to tax consequences could differ from positions taken by the Fund. 

 
The activities of the Fund could result in reportable transactions. Under Treasury regulations, the activities of the 
Fund may create one or more “reportable transactions,” requiring the Fund and each Member, respectively, 
to file information returns with the IRS. The Manager will cause the Fund to give notice to all Members of 
any reportable transaction of which it becomes aware in the annual tax information provided to Members in 
order to file their tax returns. 

 
An investment in the Fund may require you to file for extensions and pay interest and penalties to taxing authorities. The 
Manager will use reasonable commercial efforts to cause all tax filings to be made in a timely manner (taking 
permitted extensions into account); however, investment in the Fund may require the filing of tax return 
extensions and filing in multiple jurisdictions by Members if composite state returns are not filed by the Fund. 

 
Foreign Taxation. Foreign tax laws may create tax liability for an investor based on the acquisition, ownership 
and disposition and the receipt of income and distributions from the Fund. The Fund will not make any tax 
filings in any foreign jurisdiction, and will not prepare any special documentation for investors to assist them 
with compliance with such foreign tax laws. Each investor is responsible for ensuring compliance with all 
applicable tax laws. 

 
In view of the foregoing, it is absolutely necessary that each and every prospective investor consult with its 
own attorneys, accountants and other professional advisors as to the legal, tax, accounting and other 
consequences of an investment in the fund. 

 
Certain Risks Related to Investment by Plans Subject to ERISA and Corresponding Provisions of the Code 

 
A Member subject to the fiduciary and other standards under ERISA or the Code that fails to meet such standards as a 
result of an investment in the Fund may be subject to criminal and civil penalties. If such fiduciaries breach their 
responsibilities, including the responsibility to act prudently, to diversify the plan’s assets, and to follow plan 
documents and investment policies, they may be held liable for plan losses and may be subject to civil or 
criminal penalties and excise taxes. Plans or arrangements that are not subject to ERISA, such as individual 
retirement accounts, may be subject to Section 4975 of the Code, which contains similar prohibited 
transaction rules. 
 
Although it is intended that the Fund’s underlying assets will not constitute “plan assets” of ERISA plans 
within the meaning of Department of Labor regulations and Section 3(42) of ERISA, there can be no 
assurance in this regard. If the Fund’s assets constitute plan assets under ERISA, certain transactions in which 
the Fund might normally engage could constitute prohibited transactions under ERISA or the Code. If the 
Fund’s assets are plan assets, the Manager may be deemed a fiduciary under ERISA. 

 
Governmental employee benefit plans and certain church plans are exempt from ERISA, but these plans may 
be subject to federal, state or local laws that are similar to the ERISA laws and regulations discussed above. 
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GLOSSARY OF DEFINITIONS 

 
As used in this memorandum, unless otherwise specifically provided to the contrary herein, the following terms 
have the meanings specified below. Terms that are not defined either in this Glossary of Definitions or in the 
text of this memorandum have the meanings set forth in the Fund Agreement or Subscription Agreement, as 
context requires. 

 

“Closing” means the effective date of a purchase and sale of an Interest in the Fund. 
 

“Code” means the Internal Revenue Code of 1986, as amended from time to time. References herein to any 
Code section shall include any successor provisions. 

 
“Disclosure Memorandum” or “memorandum” means the memorandum setting for the terms, risks and 
other important considerations of the Offering. 

 
“BENA Capital” means BENA Capital, LLC, a California limited liability company. 

 
“ERISA” means the United States Employee Retirement Income Security Act of 1974, as amended, and the 
regulations promulgated thereunder. 

 
“ERISA Investor” means (1) a plan subject to Part 4 of Title 1 of ERISA, (2) any plan to which the prohibited 
transaction provisions of Section 4975 of the Code apply, or (3) an entity that is deemed to hold “plan assets” 
under ERISA. 

 
“ERISA Plans” means any plan described in clause (1) or (2) of the definition of “ERISA Investor” above. 

 

“Exchange Act” means the United States Securities Exchange Act of 1934, as amended, and the regulations 
promulgated thereunder. 

 
“FINRA” means the Financial Industry Regulatory Authority. 

 

“Fund” means BENA Capital Mosaic Fund LP, a California limited partnership. 
 

“Fund Agreement” means the Limited Partnership Agreement of the Fund, the form of which is attached to 
Part 11, as it may be amended from time to time. 

 
“Interest” means, with respect to any Investor who has been admitted as a limited partner of the Fund, such 
Investor’s interest in the Fund, including all economic, management and other rights, as determined by the 
Fund Agreement. 
 
“Investment Advisers Act” means the United States Investment Advisers Act of 1940, as amended, and the 
regulations promulgated thereunder. 

 
“Investment Company Act” means the United States Investment Company Act of 1940, as Amended, and 
the regulations promulgated thereunder. 

 
“Investor Questionnaire” means the questionnaire to be filled out by the Investor, the information from which 
will assist the Fund and the Manager in determining whether an Investor is qualified to invest in the Offering. 
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“IRS” means the United States Internal Revenue Service. 

 

“Manager” means BENA Capital, LLC, a California limited liability company. 
 

“Member” means a member of the Fund that has been admitted in accordance with the Fund Agreement. 
 

“NOI” means net operating income. 
 

“Offering” means the offering for sale of Interests in the Fund. 
 

“Offering Termination Date” means December 31, 2019. 
 

“Regulation D” means Regulation D promulgated under the Securities Act, which sets forth rules governing 
the limited offer and sale of securities without registration under the Securities Act. 

 

“SEC” means the United States Securities and Exchange Commission. 
 

“Securities Act” means the United States Securities Act of 1933, as amended, and the regulations 
promulgated thereunder. 

 
“Subscription Agreement” means Investor’s irrevocable agreement to purchase an Interest in the Offering. 

 
“Subscription Documents” means the Subscription Agreement, the Investor Questionnaire, the Anti‐Money 
Laundering Information Form, the Fund Agreement and all other documents related to Investor’s 
subscription. 

 
“UBTI” means unrelated business taxable income. 
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GOVERNING DOCUMENTS 

 

Reference: 
 
1. Limited Partnership Agreement – BENA Capital Mosaic Fund LP 

 
2. Subscription Agreement – BENA Capital Mosaic Fund LP 

 
3. Certificate of Limited Partnership – BENA Capital Mosaic Fund LP (attached) 
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Certificate of Limited Partnership – BENA Capital Mosaic Fund LP 

 
 


