MARSS REAL ESTATE

Equity Carry Financing

Structure Overview & How It Works

What Is Equity Carry Financing?

Equity Carry is a creative acquisition structure in which the seller receives a meaningful cash payment at
closing and is simultaneously established as a secured equity partner in the acquiring entity. Rather than
receiving a single lump sum, the seller carries a preferred equity position that generates ongoing income —
structured, documented, and protected through the operating agreement.

The seller does not take a discount. They receive full or near-full value — part in cash at closing, and the
remainder structured as a preferred equity position within the LLC.

The Three Components
COMPONENT 1 — CASH AT CLOSE

A senior debt facility — typically at up to 60% LTV of real estate value — funds the immediate cash payment at
closing. Underwritten against verified trailing income, not projections.

COMPONENT 2 — PREFERRED EQUITY POSITION

The seller's remaining value is structured as a preferred equity stake in the LLC — with priority distributions,
performance milestones, and step-in rights if performance declines.

COMPONENT 3 — STEP-IN RIGHTS & GOVERNANCE

If net income falls below defined thresholds or debt service is not maintained, step-in rights activate within 60
days. The seller remains structurally protected.

Why Sellers Choose This Structure
- No appraisal contingency — the deal is not subject to bank appraisal
- Defined close timeline — no 60-90 day bank process
- Full or near-full value delivered at the closing table

- Ongoing income during the hold period tied to actual asset performance



- Structural protection: step-in rights activate before any loss of value

- Potential tax deferral — structured payments can defer income recognition

Hard Structure Parameters

== Senior LTV Cap

Senior DSCR Target

Senior DSCR Floor

Distribution Timing

Stabilization Period

Step-In Rights

Up to 60% of verified real estate value

> 1.40x on trailing income alone

1.20x minimum — deal must survive without seller payments

Typically commencing within 90 days of closing

Payments may be deferred during agreed performance milestones

Activate within 60 days of covenant breach



