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summary

Sidecar investments provide an innovative mechanism for investors to participate
in commercial real estate projects with tailored involvement. This white paper
explores the key advantages of sidecar investments, including diversification,
strategic partnerships, enhanced flexibility and reduced risk exposure. It

further delves into the specific benefits for EB-5 investors, who can use sidecar
investments to enhance returns from transactions they have already vetted and
underwritten for immigration purposes.

Introduction to Sidecar Investments

A sidecar investment is a co-investment arrangement where a limited partner (LP) invests
alongside a lead investor, typically a private equity fund or real estate developer, in

a specific project. A sidecar investment allows investors to have direct exposure to a
particular deal without being part of the general fund.

Advantages of Sidecar Investments
Targeted Exposure to High-Value Projects

Selective Involvement: Investors can choose projects that align with their specific risk
tolerance and investment goals, avoiding a “one-size-fits-all” approach of pooled funds.

Access to Prime Deals: By partnering with experienced developers or real estate firms,
sidecar investors gain access to projects in which they may not otherwise have the
opportunity to invest.

Flexibility in Capital Allocation

Investment Control: Sidecar investments allow investors to commit capital on a deal-
by-deal basis, providing flexibility to adjust exposure based on market conditions or
individual preferences.

Scalable Participation: Investors can decide the level of capital they want to commit,
allowing greater control over portfolio management.

Strategic Partnerships

Alignment With Experienced Sponsors: Sidecar investments typically involve partnering
with experienced sponsors or developers and leveraging their industry expertise, due
diligence and management capabilities.
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Collaborative Investment Strategy: Investors benefit from a close relationship with
the lead investor, offering the potential for enhanced project oversight and better
communication throughout the investment lifecycle.

Risk Mitigation Through Structure

Reduced Exposure to Broader Market Risks: By focusing on a specific project rather than
a diversified fund, investors can mitigate risks associated with macroeconomic downturns
or underperforming sectors.

Layered Capital Structure: Sidecar investments often provide a subordinate but defined
position in the capital stack, reducing risk through clear contractual arrangements.

Potential for Enhanced Returns
Co-investment Upside: Given the direct exposure to individual projects, sidecar investors
can benefit from significant upside potential if the project outperforms initial expectations.

Direct Participation in Value Creation: As partners in the development, sidecar investors
are positioned to benefit from early-stage value creation activities like land acquisition,
entitlement and construction.

Alignment of Interests

Incentivized Sponsors: Because lead investors or sponsors typically have a financial stake
in the success of the project, their interests are aligned with sidecar investors, fostering
better governance and performance.

Increased Transparency: The sidecar structure can promote a greater degree of
transparency as investors and sponsors work closely together, often with defined roles in
decision-making and project oversight.

The Role of Sidecar Investments in
Enhancing EB-5 Returns

Leveraging Existing Due Diligence for Enhanced Returns
One of the most compelling advantages of sidecar investments within EB-5 transactions is
the ability for investors to leverage their thorough due diligence, already conducted as part
of their EB-5 commitment, into an opportunity for enhanced returns.
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Pre-Vetted Projects: EB-5 investors often participate in projects that have gone through
stringent underwriting and vetting processes, particularly as these projects must meet the
regulatory requirements of the EB-5 program. Sidecar investments allow investors to tap
into the same projects they have already analyzed for immigration purposes but with the
potential for much higher returns.

Increasing Yield Beyond EB-5 Minimums: The EB-5 program, designed to meet U.S.
immigration criteria, often involves investments with relatively lower returns, as the
primary focus is job creation and immigration status rather than maximizing financial yield.
A sidecar investment allows the EB-5 investor to participate in the deal's economics at a
project level, boosting the overall financial return by co-investing in equity or preferred
equity at more attractive rates.

Maximizing Deal-level Economics

Sidecar investments present a valuable tool for EB-5 investors who have already
established a presence in a project through their immigration-focused investment but wish
to participate more actively in its financial success.

Strategic Use of Sidecars for Higher Returns: Through a sidecar investment, EB-5
investors can benefit from deal-level profits, dividends or equity appreciation that would
not otherwise be available to them through their standard EB-5 investment.

Building on Existing Knowledge: Since the investor has already conducted extensive due
diligence on the project - understanding its job creation metrics, financial viability and local
market dynamics - this deeper level of involvement is a natural extension of their prior
work and reduces the risk of entering into a new and unfamiliar investment.

EB-5 Investors as Prime Candidates
for Sidecar Structures

EB-5 investors are often well positioned to take advantage of sidecar opportunities
because they:

e Have a vested interest in the project’s success, particularly given the need to meet
job-creation benchmarks for their immigration status.

e Understand the project’s risk profile due to their initial participation, making them more
comfortable increasing their financial exposure.

* Seek opportunities to enhance their overall portfolio returns, particularly given that the
returns from their EB-5 investment may be more conservative.
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Unlocking Additional Value Post EB-5

Once the EB-5 investor has met the immigration-related criteria (for example, job
creation), they can shift their focus entirely to the financial returns of the project. A
sidecar investment allows them to participate in the project’s upside in a way that is not
constrained by EB-5's more conservative structures.

Co-investing Alongside Sponsors: A sidecar structure enables EB-5 investors to invest
alongside seasoned real estate developers or institutional partners. This partnership can
unlock higher returns by providing access to lucrative aspects of the project (e.g., revenue
from operations, sale proceeds or refinancing events).

Enhanced Control and Customization: By deploying capital through a sidecar, the EB-5
investor gains more direct control over their investment terms, focusing on areas where they
anticipate the highest returns, without altering the nature of their original EB-5 participation.

Conclusion

Enhancing EB-5 Returns Through Sidecar Investments
Sidecar investments offer EB-5 participants a powerful method to enhance their financial
returns by leveraging the extensive due diligence and underwriting they have already
conducted. By strategically co-investing at a deal level, EB-5 investors can amplify the
financial benefits of projects they are already invested in for immigration purposes. The
flexibility and potential for increased yield make sidecar investments a highly effective tool
for EB-5 investors looking to maximize the financial outcomes of their capital commitments.

Next Steps

If you are interested in exploring a sidecar investment alongside your EB-5
investment, please reach out to us discuss the opportunity at +1.404.239.2222
or Info@NysaEB5.com. Our focus is on you and your success.
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