How to use Investment Clubs with Qualified Opportunity Funds to

rebuild Black communities

Our Parent Investment Club (PIC) allows people to invest through a Series Investment Club
(SIC) with a low minimum monthly amount ($10.00).

The PIC creates Series Investment Clubs (SICs) as LLCs taxed as partnerships to invest
in regional investments (Detroit, Ml is our template).

Each SIC has the PIC as a Managing Member.

New members are screened to meet the membership requirements (supporters of the
Black Community helping to rebuild the Black Community while creating generational
wealth).

Each member is required to invest at least $120 per year (rolling 12-month period based
on the month they joined). They can invest a minimum of $10 per month. Members who
are more than 60 days past due in investment requirements will be "cashed out" and
removed from the Investment Club. They will not be allowed to become members again
until they invest at least $120 for the current year (12-month period).

The SIC meets quarterly to review past financial performance and to determine the next
quarter's investment goals.

The SIC’s profits are calculated on a per deal basis and are based on returns from
investments minus operating costs (including 1% of investment returns paid to the Parent
Club for administrative services).

Profits (capital gains) are distributed on a per deal basis as follows:

o 10% are held in reserve as "non-distributed profits". This is used to provide social
services (feed, clothe, shelter, train, employ, educate, care for, and protect) to the
local Black community through donations to nonprofits (think of it like tithing
and supporting the community the way that the Black church is supposed to).

o 90% is distributed to members based on their respective number of shares in the
investment opportunity (deal) in the following manner:

= Each member receives an initial “capital distribution” of 90% of
distributed profits.

= Any member who referred another member to join a Series Investment
Club receives an amount equal to 10% of the capital distribution that
member receives. This "referral distribution” continues down as many
levels as there are member referrals, without any limit. The referral
distribution is paid out of the remaining 10% of the distributed profits.
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This is not a pyramid scheme! It is not dependent on continuously
referring new members. It’s based 100% on profits!
o Distributions are considered short-term capital gains for investments that are
purchased and held for less than a year before being sold.

e Recommend members use the short-term capital gains from the SIC to invest in Qualified
Opportunity Funds (QOF).

o Investments into a QOF are considered long term (10 years) and have restricted
liquidation ability.

e Here are important dates for investing in any Qualified Opportunity Fund:
o June 28, 2021: The final date to invest capital gains recognized in 2020.

December 31, 2021: The final date to receive any basis step-up on the original
gain. After this date, the 10% step-up in basis after a 5-year hold goes away, as it
is no longer possible to achieve a 5-year hold prior to the end of 2026.

June 28, 2022: The final date to invest capital gains recognized in 2021.

June 28, 2023: The final date to invest capital gains recognized in 2022.

June 27, 2024: The final date to invest capital gains recognized in 2023.

June 28, 2025: The final date to invest capital gains recognized in 2024.

June 28, 2026: The final date to invest capital gains recognized in 2025.
December 31, 2026: Original deferred gain is recognized.

April 15, 2027: Tax payments due on original deferred gain.

June 28, 2027: The final date to invest capital gains recognized in 2026, making
this the final deadline to invest in a Qualified Opportunity Fund in order to

achieve the 10-year gain exclusion.

2028: The first year in which some of the earliest Opportunity Zone investments
may be sold and qualify for the 10-year gain exclusion.

December 31, 2028: Statutory expiration of the designation of Qualified
Opportunity Zones. (It is unclear what, if any, material effect this will have on the
incentive.)

June 28, 2037: The earliest date on which the last Opportunity Zone investments
may be sold and qualify for the 10-year gain exclusion.
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December 31, 2047: The final date to dispose of an Opportunity Zone investment
(or possibly the final date to elect a basis step-up, rules still pending) in order to
achieve a basis step-up to fair market value, thereby eliminating capital gains.

The important aspect of investing capital gains from the SIC (and other sources) into a
QOF is that as long as those funds are invested in the QOF for 10 years, your cost basis
increases to the amount that you sell the investment for at that time. Therefore, you have
no capital gains on the appreciation of your funds in the QOF, and you pay NO TAXES
on the profit from your investment in the QOF. So be prepared to have your money
invested in the QOF for 10 years (long term investment, like a bond).
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The BNIC Network LLC’s Qualified Opportunity Funds for Rebuilding Black
Detroit (QOF)
(still under legal review by our attorneys and subject to change)

1. Determine the legal entity of the QOF: probably a C-Corp.

2. Help Keep My Money LLC will be the Investment Advisor and will charge a 1%
management fee on the returns of the investments. This is different than the normal 2%
management fee charged by fund managers on total assets invested.

3. The Bylaws will specify who can become a shareholder and how (must be a supporter of
the Black Community helping to rebuild the Black Community while creating
generational wealth).

4. Shareholders of the QOF must have an equity position for their investment to be a
qualified investment. This is accomplished by members using capital gains to purchase
shares of preferred stock that come with warrants to also purchase shares of common
stock.

5. The QOF will offer preferred shareholders a preferred return rate of 10% per year, to be
distributed on a semi-annual basis.
1. The QOF may re-purchase (call) the preferred shares at 10% above par (thus
creating more capital gains).

2. Shareholders can decide to reinvest their distributions to purchase additional
preferred shares (by using their new capital gains to invest in the QOF, thus
deferring or possibly avoiding paying of taxes) or receive their distribution as
cash (which is treated as capital gains and will be taxed as such).

3. Preferred shareholders also receive warrants to purchase common shares at a
specific price with a specific expiration date by which to do so.

6. Any profits above 10% will be split 50% to the Investment Advisor and 50% to Retained
Earnings of the QOF.

7. The QOF will reinvest all Retained Earnings to grow the fund and shareholder equity in
the form of common stock.

8. Redemptions of shares (both common stock and preferred stock) are severely restricted

due to the QOF's funds being invested in long term investments within the Opportunity
Zones.
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The BNIC Network LLC: The Parent Investment Club (PIC)

Adopted Operating Rules for the PIC and each Series Investment Club (SIC) as of 1/8/2022

General Rules

1.

5.

The President of the PIC and of the SICs have the authority to enter into legal
agreements binding the company for the purchase of products and services up to
a contract dollar amount of $500 per year per vendor. Any agreements that total
more than $500 per year must be approved by the Managing Members of the
respective company.

The President and Treasurer of the PIC and of the SICs have the authority to
expend up to $500 per vendor per month without prior approval of the
Managing Members of the respective company, subject to final approval by the
Managing Members monthly as part of the monthly financial review by the Managing
Members. Any payments made to a vendor that are more than $500 in a single month
must be approved prior to payment by the Managing Members of the respective
company.

The Managing Members of the PIC and of each SIC will perform a monthly financial
review to be presented by the CFO/Treasurer of the respective company. The format
to be used shall be determined by the President and CFO/Treasurer of the PIC. The
review shall take place at a meeting of the Managing Members of the respective
company and shall take place within 20 days from the last day of the prior month.

The PIC will establish two internal accounts for every member of the PIC and all of
the SICs: a capital contributions account and a capital distributions account.

a. The capital contributions account will reflect the member’s respective
membership contributions that have been deposited or withdrawn with the
PIC. It also reflects any distributions that the member has chosen to reinvest.

b. The capital distributions account will reflect any capital or rewards
distributions that have been distributed to the member. Distributions that have
been credited to a member will appear in the member’s capital distribution
account. Any amounts in the capital distribution account that have not been
withdrawn by the 1% of the second month in which the distributions were
credited, will be automatically reinvested into the member’s capital
contribution account, thus reducing the balance on the distribution capital
account, and increasing the balance on the capital contributions account.

Membership interest is reflected in membership units, with each membership unit
being equal to $1 of a member’s capital contribution account. Therefore, the
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10.

11.

membership units, and membership interest, may change based on the balance of
a member’s capital contribution account due to contributions and withdrawals.

Each SIC adopts the PIC’s operating agreement as their operating agreement by
way of all members of the SIC signing the operating agreement that matches the
PIC’s operating agreement, except for the members, Managing Members, initial
contribution amounts, initial membership interest units and officers.

Each SIC will have no more than 10 members (not including PIC).

Legal entities with separate IRS tax IDs can establish a SIC where they are the only
member (not including PIC).

The PIC may be a non-voting member of every SIC, as it creates each SIC, but
does not necessarily have to have a capital account with any SIC.

The PIC is automatically assigned as the Secretary for every SIC and performs the
administrative duties for each SIC.

The PIC is automatically assigned as a signer on each SIC’s bank account Vvia the
SIC’s Bank Resolution.

Investment Opportunities

12.

13.

14.

15.

16.

At least 50% of the Active membership units must approve for the members of the
SIC to be able to invest in an Investment Opportunity presented to the SIC by the
Managing Members or the PIC.

Once an Investment Opportunity is approved by the SIC, members of the SIC may
invest the balance in their Contribution Account into the Investment Opportunity
as determined by the PIC.

The SIC can have other Investment Opportunities presented to them (and vote to
invest in them) other than those presented by the PIC.

The PIC receives a 1% administrative fee on the gross profits generated by the SIC.
This fee is payable upon the SIC receiving the revenues and the PIC has authority to
automatically deduct the fee from the revenues prior to depositing revenues from the
PIC’s Investment Opportunities. The fee will be deducted and automatically
transferred from the SIC’s bank account upon any other revenues from other non-PIC
Investment Opportunities being deposited into the SIC’s bank account.

The SIC will calculate profits on each Investment Opportunity by taking the
revenue received from the Investment Opportunity and subtracting the initial
investment amount (Return of Investment Amount) and expenses associated with the
Investment Opportunity (including the PIC’s 1% administrative fee).
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17. 10% of the profit from each Investment Opportunity is set aside as retained
earnings in the SIC’s operating account and is not distributed to the SIC’s members’
capital accounts.

18. The SIC’s retained earnings are used first to cover any expenses not directly
associated with an Investment Opportunity.

19. Any remaining retained earnings are then donated to registered 501(c)(3)
nonprofits that are in the areas where the PIC invests or provide services to residents
where the PIC invests. The SIC members shall vote each month on which nonprofits
they will donate the retained earnings to and what percentage of the retained earnings
each nonprofit will receive. The PIC shall orchestrate the issuance of the donations to
the nonprofits on behalf of the SIC.

20. The remaining profits are distributed as follows:

a. 90% of the remaining profits are distributed to the SIC’s members’
capital distributions accounts as capital gains distributions based on the
number of shares each member purchased as part of the Investment
Opportunity. Any member who did not participate in the Investment
Opportunity shall not receive any capital distributions associated with the
Investment Opportunity.

b. The remaining 10% of the profits are distributed as referral distributions.
Referral distributions are equal to 10% of each participating member’s capital
gains distributions and they are given to the person who referred the
participating member to become a member of a SIC (The Referrer).

I. The Referrer does not have to be a member of the same SIC that the
participating member is a member of, but the Referrer does have to be
an Active Member as defined in the operating agreement of each SIC
and the PIC.

ii. For every Investment Opportunity for which there are referral
distributions, all Referrers who are Active Members receive a
referral distribution that is equal to 10% of the referral
distribution received by all members they referred. The following is
an example:

1. Member 1 referred Member 2, who referred Member 3, and
Member 3 receives a referral distribution of $90 for referring
Member 4 who receives the total capital gains distribution of
$900 from an Investment Opportunity that has a remaining
profit amount of $1,000 (90% of remaining profit).
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2. Member 2 receives a referral contribution of $9 (10% of
Member 3’°s $90 rewards distribution), and Member 1 receives a
referral distribution of $0.90 (10% of Member 2’s $9 rewards
distribution).

3. In this scenario a total of $99.90 ($90 + $9 + 0.90) of referral
distributions are attributed to Member’s 4 capital gains
distribution of $900. When the total referral distributions of
$99.90 is added to the capital gains distribution of $900, the
total distribution amounts equal $999.90. This amount
approaches the total remaining profit but will never reach it or
exceed it (remember limits from calculus class?).

4. Any remaining referral distributions that are not distributed to
an Active Member’s capital account (the member can be a
member of any SIC or the PIC) will be added to the SIC’s
retained earnings.

21. The SIC will calculate and distribute capital gains contributions into the SIC’s
members’ capital distribution accounts from Investment Opportunities immediately
upon revenues from an Investment Opportunity being available to the SIC and all
expenses (including the PIC’s 1% administrative fee) are deducted and retained
earnings have been set aside in the SIC’s operating account, thus determining the
remaining profits.

22. Capital gains and referral distributions are available for withdraw from a
member’s capital distributions account or transfer to their capital contributions
account the next business day after they are accounted for into the member’s capital
distributions account by the PIC. The PIC declares a capital gains distribution date
based on when the capital gains distribution was accounted for in the member’s
capital distribution account.

Qualifications for New Members

23. All new members must be invited and referred by existing members. The PIC
does not allow general solicitation to encourage the general public to apply to become
a member of our Closed Private Crowdfunding Network (CPCN).

24. All new members must self-certify that they have a pre-existing, substantive
relationship with the person who invited them to join our SIC network. This will
be a question on the application.
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25.

26.

All new members must agree not to use general solicitation when encouraging
people with whom they have a pre-existing, substantive relationships to apply to
join our CPCN.

All new members must be evaluated as to their financial sophistication,
circumstances, suitability, and his or her ability to understand the nature and
risks of the Investment Opportunities to be offered. This is accomplished by
requiring all new members to complete a member profile that asks specific questions
about financial sophistication, circumstances, and suitability (what needs to be asked
will be guided by our attorneys). Each member must also complete required
educational modules (1-3) prior to being able to participate in an Investment
Opportunity. The workshops will teach them the following:

Financial Pillar

What is Financial Independence? (module 1)

o o

What is your FIN (Financial Independence Number)? (module 1)

o

How to create a Financial Independence Plan to achieve your FIN. (module 1)

o

The importance of self-discipline. (module 2)
How to break old habits and how to create new ones. (module 2)
f. The importance of a good support system. (module 2)

g. How to evaluate an Investment Opportunity based on your plan’s annual
investment amount, number of years to achieve your FIN, and the minimum
annual ROl in your plan. (module 3)

Black Nationalism Pillar

h. What is Black Nationalism? (module 4)

i.  What are three (3) pillars or set of philosophies of Black Nationalism?
(module 4)

j. How to practice cooperative group economics. (module 4)
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