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Item 1.01. Entry into a Material Definitive Agreement.
 
On June 24, 2021, SGB Development Corp. (“SG DevCorp”), a subsidiary of SG Blocks, Inc., a Delaware corporation (the “Company”), as member, entered into an Operating
Agreement, with Jacoby Development, Inc., a Georgia corporation (“JDI”), as manager, dated June 24, 2021 (the “Operating Agreement”), for JDI-Cumberland Inlet, LLC, a
Georgia limited liability company (“JDI-Cumberland”), pursuant to which the Company acquired a 10% non-dilutable equity interest (“LLC Interest”) in JDI-Cumberland and
agreed to contribute $3,000,000 in capital to it for the development of a 1,286 acre waterfront parcel in downtown historic St. Mary’s, Georgia (the “Project”). SG DevCorp in
conjunction with Jacoby Development of Atlanta, Georgia expects to develop a mixed-use destination community. The closing on the 1,286-acre waterfront parcel is scheduled
to occur prior to the end of Q2 2021.
 
The Operating Agreement provides JDI with the right, at its option, to purchase the LLC Interest from SG DevCorp on or before June 24, 2023 for $3,000,000, plus an amount
equal to an annual internal rate of return (IRR) on such funds of forty (40%) percent (i.e., $1,200,000 annualized). After June 24, 2023, the Operating Agreement provides JDI
with the right, at its option, to purchase the LLC Interest from SG DevCorp for $3,000,000, plus an amount equal to an IRR of thirty-two and one-half (32.5%) percent (i.e.,
$975,000 annualized). The Operating Agreement also provides that if JDI receives a good faith, bona fide written offer from an unaffiliated third party to purchase all or any
portion of the Project, JDI shall first offer the Project to SG DevCorp at the same price and upon substantially the same terms as are contained in the third party offer.
 
In connection with the Company’s acquisition of its LLC Interest, the Company’s subsidiary, SG Echo, LLC (“SG Echo”), entered into a Fabrication and Building Services
Agreement (“Building Services Agreement”) with JDI-Cumberland to design, fabricate and install various improvements for the Project using modular structures, pursuant to
budgets prepared by SG Echo submitted for approval to JDI-Cumberland, including a marina, town center, apartments and single family units, townhomes, commercial, retail
and lodging buildings/structures, eco-tourism park, camping yurts, cabins and cottages,. The Building Services Agreement has an initial term of three years, with two-year
automatic renewal provisions.
 
The foregoing description of the terms of the Operating Agreement and Building Services Agreement do not purport to be complete and are subject to, and are qualified in their
entirety by reference to the provisions of the Operating Agreement and Building Services Agreement, copies of which are filed as Exhibits 10.1 and 10.2 respectively to this
Current Report on Form 8-K and are incorporated herein by reference.
 
Item 2.01. Completion of Acquisition or Disposition of Assets.

 
The disclosure provided under Item 1.01 of this Current Report on Form 8-K is hereby incorporated by reference into this Item 2.01.



  
Item 7.01 Regulation FD Disclosure

 
On June 28, 2021, the Company issued a press release announcing the acquisition of the LLC Interest. A copy of the press release is furnished as Exhibit 99.1 to this Current
Report on Form 8-K.

 
The information presented in this Item 7.01 of this Current Report on Form 8-K and Exhibit 99.1 is being furnished and shall not be deemed filed for the purposes of Section 18
of the Securities Exchange Act of 1934, as amended (the “Exchange Act”) or otherwise be subject to the liabilities of that section, nor is it incorporated by reference into any
filing of the Company, under the Securities Act of 1933, as amended, or the Exchange Act, whether made before or after the date hereof, regardless of any general incorporation
language in such filing.

 
Item 9.01 Financial Statements and Exhibits.
 
(d) Exhibits.
 
Exhibit 10.1  Operating Agreement by and between SGB Development Corp., Jacoby Development, Inc. and JDI-Cumberland Inlet. LLC, dated June 24, 2021
Exhibit 10.2  Fabrication and Building Services Agreement by and between JDI-Cumberland Inlet, LLC and SG Echo, LLC, dated June 24, 2021
Exhibit 99.1  Press Release issued by SG Blocks, Inc., dated June 28, 2021
 

1

 

 
SIGNATURES

 
Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, the registrant has duly caused this report to be signed on its behalf by the undersigned
hereunto duly authorized.
 
 SG Blocks, Inc.
   
Dated: June 28, 2021 By: /s/ Paul Galvin
  Paul Galvin
  Chairman and CEO
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Exhibit 10.1
 

OPERATING AGREEMENT OF
JDI-CUMBERLAND INLET, LLC

 
THIS OPERATING AGREEMENT (this “ Agreement” or “Operating Agreement”) is made and entered into as of the 24 day of June, 2021, by and between

JACOBY DEVELOPMENT, INC., a Georgia corporation (“JDI”) (hereinafter referred to as the “Manager”), SGB DEVELOPMENT CORP., a Delaware corporation (“SG
DEV”) (hereinafter, together with Manager, referred to individually as a “Member” and, collectively with any additional Members that may be admitted to the Company, as
“Members”) and JDI-CUMBERLAND INLET, LLC (the “Company”).

 
RECITALS:

 
WHEREAS, JDI formed the Company by filing Articles of Organization with the Secretary of State of Georgia on August 11, 2020;
 
WHEREAS, no prior operating agreement of the Company has been entered into by JDI; and
 
WHEREAS, no membership interests in the Company have been issued to any person or entity prior to the date hereof; and
 
WHEREAS, as of the date hereof and immediately prior to the execution of this Agreement JDI is the sole member of the Company; and
 
WHEREAS, the Company is admitting SG DEV as a member and entering into this Agreement in connection therewith;
 
NOW THEREFORE, in consideration of the mutual covenants and agreements hereinafter contained, Ten Dollars ($10.00) and for other good and valuable

consideration, the receipt and sufficiency of which are hereby acknowledged, the parties hereto desire to set forth herein their respective rights, duties and responsibilities with
respect to the Company and, therefore, hereby agree as follows:
 

ARTICLE I
DEFINITIONS

 
The following terms used in this Operating Agreement shall have the following meanings (unless otherwise expressly provided herein):
 
“Adjusted Capital Account.” With respect to each Owner, the balance of such Owner’s Capital Account as of the end of the relevant Fiscal Year or other period, after

giving effect to the following adjustments:
 
(i) Credit to such Capital Account any amounts which such Owner is deemed to be obligated to restore pursuant to the penultimate sentences of Regulations Sections

1.704-2(g)(1) and 1.704-2(i)(5); and
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(ii) Debit to such Capital Account the items described in Sections 1.704-1(b)(2)(ii) (d)(4), 1.704-1(b)(2)(ii)(d)(5), and 1.704-1(b)(2)(ii)(d)(6) of the Regulations.

 
The foregoing definition of Adjusted Capital Account is intended to comply with the provisions of Section 1.704-1(b)(2)(ii)(d) of the Regulations and shall be interpreted
consistently therewith.
 

“Affiliate.” With respect to any Person, (i) in the case of an individual, any Relative of such Person, (ii) any officer, director, trustee, partner, member, manager,
employee or holder of fifty percent (50%) or more of any class of the voting securities of or equity interest in such Person, (iii) any corporation, partnership, limited liability
company, limited liability partnership, trust or other entity controlling, controlled by or under common control with such Person.
 

“Articles of Organization.” The Articles of Organization of JDI-CUMBERLAND INLET, LLC, as filed with the Secretary of State of the State of Georgia, as the
same may be amended from time to time.
 

“BBA Partnership Audit Rules.”  Mean Sections 6221 through 6241 of the Code, as amended by the Bipartisan Budget Act of 2015, including any other Code
provisions with respect to the same subject matter as Sections 6221 through 6241 of the Code, and any regulations promulgated or proposed under any such Sections and any
administrative guidance with respect thereto.

 
“Budget.” shall mean the annual operating budget for the Company approved by the Manager and presented to the Members.

 
“Capital Account.” An account maintained with respect to each Owner in accordance with the following:

 
(i) An Owner’s Capital Account shall be credited for the Owner’s Capital Contributions and the Profits and items of income and gain allocated to the Owner

pursuant to this Agreement, and shall be debited for distributions to the Owner pursuant to this Agreement and the Losses and items of loss and deduction allocated to
the Owner pursuant to this Agreement.

 
(ii) In the event any Economic Interest is transferred in accordance with the terms of this Agreement, the transferee shall succeed to the Capital Account of the

transferor to the extent that it relates to the transferred Economic Interest.
 
(iii) If the net amount with regard to any Owner’s Capital Account is a credit, such amount shall be referred to as a positive Capital Account balance; if the net

amount is a debit, a negative Capital Account balance.
 

The foregoing provisions and other provisions of this Agreement relating to the maintenance of Capital Accounts are intended to comply with Section 1.704-1(b) of the
Regulations and shall be interpreted and applied in a manner consistent therewith.
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“Capital Contribution.” Any contribution by an Owner to the capital of the Company pursuant to this Operating Agreement, in cash or property, whenever made.

The amount of any Capital Contribution made by an Owner other than in cash, shall be the net fair market value of the property, as determined by the Members.
 



“Code.” The Internal Revenue Code of 1986, as may be amended from time to time. All references herein to specific sections of the Code shall be deemed to refer
also to any successor provisions of succeeding law.

 
“Company.” JDI-CUMBERLAND INLET, LLC, a Georgia limited liability company.
 
“Economic Interest.” A Member’s or Economic Interest Holder’s share of one or more of the Company’s Profits, Losses and rights to distributions of the Company’s

Net Cash Available for Distribution pursuant to this Operating Agreement and the Georgia Act, but not any right to vote on, consent to, approve or otherwise participate in any
decision of the Members.

 
“Economic Interest Holder.” The owner of an Economic Interest who is not a Member.
 
“Entity.” Any general partnership, limited liability partnership, limited partnership, limited liability company, corporation, joint venture, trust, business trust,

cooperative or association or any foreign trust or foreign business organization.
 
“Fiscal Year.” The Company’s fiscal year, which shall be the calendar year, unless otherwise agreed by the Members.
 
“Georgia Act.” The Georgia Limited Liability Company Act (O.C.G.A. §14-11-100, et seg.), as may be amended from time to time.
 
“Majority Interest.” Members owning 51% of the outstanding Ownership Percentages.
 
“Manager.” The party or parties appointed a Manager pursuant to Section 5.1 below. The Company may have more than one Manager. The initial manager shall be

Jacoby Development, a Delaware limited liability company.
 
“Member.” Each Person who executes a counterpart of this Operating Agreement as a Member and each Person who may become a Member hereafter.
 
“Member Loan.” A loan made by a Member pursuant to Section 8.1(d) below.
 
“Membership Interest.” A Member’s entire interest in the Company, including such
Member’s Economic Interest and Voting Interest.
 
“Net Cash Available for Distribution.” The gross cash proceeds from Company operations, less the portion thereof used to pay or establish reserves for all Company

working capital purposes, and other costs or expenses incident to the ownership or operation of the Company’s business, all as determined by the Managers. “Net Cash
Available for Distribution” shall not be reduced by depreciation, amortization, cost recovery deductions, or similar allowances, but shall be increased by any reductions of
reserves previously established pursuant to the first sentence of this paragraph.
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“Operating Agreement.” This Operating Agreement as originally executed and as may be amended from time to time in accordance with the terms hereof
 
“Outstanding Capital Contribution.” A Member’s total Capital Contributions less the cumulative distributions to such Member pursuant to Section 9.1(b).
 
“Owner.” Any Member or any Economic Interest Holder. “Owners” means, collectively, all Members and Economic Interest Holders.
 
“Ownership Percentage.” The Ownership Percentage of each Member as set forth on the attached Exhibit “A”. In the event all or any portion of an Economic Interest

is transferred by an Owner in accordance with the provisions of this Operating Agreement, the transferee shall succeed to the Ownership Percentage of the transferor to the
extent it relates and corresponds to the transferred Economic Interest. For purposes of the provisions hereof relating to actions taken or approved by Members, including voting,
written consents or other approvals, Ownership Percentages held by Members shall not be taken into account.

 
“Person.” Any association, corporation, joint stock company, estate, general partnership, limited association, limited liability company, joint venture, limited

partnership, natural person, real estate investment trust, business trust or other trust, custodian, nominee or any other individual or entity in its own or any representative
capacity.

 
“Profits” and “Losses.” For each Fiscal Year, an amount equal to the Company’s taxable income or loss for such Fiscal Year, determined in accordance with Code

Section 703(a) (for this purpose, all items of income, gain, loss, or deduction required to be stated separately pursuant to Code Section 703(a)(l) shall be included in taxable
income or loss), with the following adjustments:
 

(i) Any income of the Company that is exempt from federal income tax and not otherwise taken into account in computing Profits and Losses in accordance
herewith shall be added to such taxable income or loss;

 
(ii) Any expenditures of the Company described in Section 705(a)(2)(B) of the Code or treated as 705(a)(2)(B) expenditures pursuant to Section 1.704-l(b)(2)

(iv)(i) of the Regulations, and not otherwise taken into account in computing Profits and Losses in accordance herewith shall be subtracted from such taxable income or
loss;

 
(iii) In the event the Members determine to adjust the book value of Company property pursuant to Section 1.704-1(b)(2)(iv)(f) of the Regulations, the amount

of such adjustment shall be added to (to the extent it results in an increase in the book value of the property) or subtracted from (to the extent it results in a decrease in the
book value of the property) such taxable income or loss;

 
(iv) In the event any property is reflected on the books and records of the Company at an amount which differs from the property’s adjusted basis for federal

income tax purposes, then Profits and Losses shall be determined with respect to items of income, gain, loss or deduction attributable to such property in accordance with
Section 10.6 hereof; and
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(v)  Any items which are specially allocated pursuant to Sections 10.3, 10.4 and

 
10.6 hereof shall not be taken into account in computing Profits and Losses.
 



If the Company’s taxable income or taxable loss for a Fiscal Year, as adjusted in the manner provided above, is a positive amount, such amount shall be the Company’s Profit
for such Fiscal Year; and if negative, such amount shall be the Company’s Loss for such Fiscal Year.
 

“Project” shall mean the Project Land together with the improvements developed thereon as more fully described in the Executive Summary attached hereto as
Exhibit B and made a part hereof.

 
“Project Land.” That certain piece of real property consisting of approximately 1,268 Acres of land in the City of St. Mary’s Georgia, of which approximately 352

Acres are developable.
 
“Relative.” Any member of the immediate family of an individual Member (parents, children, grandchildren and/or spouse), or any trust for the primary benefit of a

Member, or the aforesaid members of the immediate family of such individual Member.
 
“Service Provider” means, any Person who provides services to the Company or any Person controlled by the Company, whether an Affiliate of the Managers or

otherwise, as may be designated or selected from time to time as such by the Managers, in their sole and absolute discretion, and to which the Company may pay Service
Provider Fees in accordance with Section 6.07(b), in each case for so long as such Person acts in such capacity.

 
“Treasury Regulations” or “Regulations.” The Federal Income Tax Regulations promulgated under the Code, as such regulations may be amended from time to

time (including corresponding provisions of succeeding regulations).
 
“Voting Interest”  A Member’s right to participate in the management of the business and affairs of the Company, including the right to vote on, consent to, or

otherwise participate in any decision or action of or by the Members granted pursuant to this Operating Agreement or the Georgia Act. For purposes of the provisions hereof
relating to actions taken or to be taken or approval by Members, only Voting Interests shall be taken into account. In the event all or any portion of an Economic Interest is
transferred by an Owner in accordance with the provisions of this Operating Agreement, the transferee shall not succeed to the Voting Interest of the transferor; any transferee of
an Economic Interest who has not been admitted as a Member shall have no Voting Interest.
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ARTICLE II

FORMATION OF COMPANY AND INVESTMENTREPRESENTATIONS
 

2.1  Formation. On August 11, 2020 the Company was formed as a Georgia Limited Liability Company by executing and delivering the Articles of Organization to
the Secretary of State of Georgia in accordance with the provisions of the Georgia Act.
 
2.2  Name. The name of the Company is JDI-CUMBERLAND INLET, LLC
 

2.3  Principal Place of Business. The principal place of business of the Company within the State of Georgia is 8200 Roberts Drive, Suite 200, Atlanta, Georgia
30350. The Company may locate its place(s) of business and registered office at any other place or places as the Members may deem advisable from time to time.
 

2.4  Registered Agent and Registered Office. The Company’s registered agent is Jacoby Development. Inc. and its registered office is the office of its registered
agent at 8200 Robert Drive, Suite 200, Atlanta, Georgia 30350. The registered agent and registered office may be changed from time to time by filing the name of the new
registered agent and/or the address of the new registered office with the Secretary of State of the State of Georgia pursuant to the Georgia Act.
 

2.5 Term. The term of the Company commenced on the date the Articles of Organization were filed with the Secretary of State of the State of Georgia and shall
continue until dissolved in accordance with the provisions of this Operating Agreement or the Georgia Act.
 

2.6 Investment Purpose. Each Member acknowledges that the interests in the Company, including each Member’s Ownership Interest, have not been registered under
the Georgia Securities Act of 1973, as amended (“Georgia Securities Act”),  any other state securities or blue sky laws or the Securities Act of 1933, as amended (“Federal
Securities Act”). To the extent the interests are deemed to constitute a “security”, such interests have been issued in reliance on Paragraph (13) of Section 10-5-9 of the Georgia
Securities Act and the statutory exemption under the Federal Securities Act relating to transactions not involving a public offering (Section 4(2)), and each Member
acknowledges that reliance on such exemptions is based in part on the representations made by such Member in this Section 2.6. The interests in the Company may not be sold
or transferred except in a transaction which is exempt under the Georgia Securities Act and the Federal Securities Act, or pursuant to an effective registration under the Georgia
Securities Act, the Federal Securities Act and any other applicable state securities laws. Each Member hereby represents and warrants that its interest in the Company is being
acquired for investment purposes only and without the intent of participating directly or indirectly in a distribution thereof.
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ARTICLE III

BUSINESS OF COMPANY
 

3.1 The business purpose of the Company shall be limited to:
 

(a) acquiring and owning the Project Land;
 

(b) developing the improvements on the Project Land, including a marina, towncenter, apartments and single family units, townhomes, commercial, retail
and lodging buildings/structures, eco-tourism park, inclusive of camping yurts, cabins and cottages all utilizing modular structures designed, fabricated and installed by SG
Echo pursuant to a Service Provider agreement substantially in the form of Exhibit C;

 
(c) developing, operating, improving, financing, refinancing, recapitalizing, leasing, managing, commercially exploiting and eventually selling the

Project, and otherwise dealing with the Project for the benefit of the Company;
 
(d) engaging in all activities necessary, customary, convenient, or incidental to any of the foregoing.

 
ARTICLE IV

NAMES AND ADDRESSES OF MEMBERS
 

4.1 The names of the Members are as follows:
 



Jacoby Development, Inc.
SGB Development Corp.

 
The addresses of the Members are set forth next to their signatures below.

 
ARTICLE V

MANAGEMENT
 

5.1 Manager; Tenure and Qualifications. The Company initially shall have one Manager to be designated by JDI. JDI designates itself as the initial Manager (the
“Manager”). A Manager need not be a resident of the State of Georgia or a Member of the Company. A Manager of the Company may resign at any time by giving written
notice to the Members. The resignation of a Manager shall take effect upon receipt of notice thereof or at such later time as shall be specified in such notice. Unless otherwise
specified in the notice thereof, the acceptance of such resignation shall not be necessary to make it effective. A Manager may be removed only by the Member that designated
that Manager. If a Manager resigns or is removed, the Member that designated that Manager shall designate a successor Manager to take the place of the Manager that resigned
or was removed. The resignation or removal of a Manager that is a Member shall not affect the rights of the Member, as a Member, and shall not constitute a withdrawal of the
Member from the Company.
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5.2 Management. Subject to the terms of this Agreement, including but not limited to Section 5.3, the property, business and affairs of the Company will be managed,

and the conduct of its day-to-day business will be controlled by the Manager, subject to the specific delegation of responsibilities described in subsections (c) through (g) below.
Except as otherwise provided hereunder, the Manager shall have all of the rights, powers and obligations of a class of managers as provided in the Act and as otherwise provided
by law. Without limiting the generality of the foregoing, the Manager, after consulting with the other Members, shall have the following powers, and the Manager is authorized
on behalf of the Company to do or cause to be done the following:

 
(i) to acquire the Project Land, including arranging the financing therefor;

 
(ii) to supervise and manage the Project, including arranging the financing therefor;

 
(iii) to supervise the property, business and affairs of the Company and hire, on behalf of the Company, such employees, consultants,

professionals or other personnel as may be necessary or desirable in connection therewith, provided that such actions are in accordance with
the Budget, from time to time;
 

(iv) to cause the Company to enter into such Service Provider Agreements with a general contractor for the Project that may provide for
subcontracting to an Affiliate of the Members, provided that such general and subcontracting agreements shall be at arms-length;
 

(v) to make any and all filings on behalf of the Company and its Members as it shall deem necessary, including, without limitation, the filing of
such documents, forms and requests for exemption as may be required pursuant to federal and state securities laws;
 

(vi) to make such filings with governmental and other authorities and to take any and all other actions as may be necessary to maintain the limited
liability of the Members of the Company;
 

(vii) to establish and maintain bank accounts, including savings, checking accounts and demand deposit accounts, and cash management accounts;
 

(viii) to cause the Company to enter into such Service Provider Agreements with vendors or consultants, including SG DEV. or its Affiliates;
 

(ix) to employ accountants, legal counsel or other experts to perform services for the Company and to compensate them from Company funds;
 

(x) incur indebtedness or arrange financing for or on behalf of the Company, in order to pay expenses of the Company Expenses and/or to invest
in the Project and fund the Company’s operations; and

 
(xi) to take such actions that the Manager deems necessary or advisable, in its reasonable discretion and business judgment, to execute, deliver

and perform the Company’s rights and obligations.
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5.3 Major Decisions. Notwithstanding Section 5.2, or any power or authority granted the Managing Member under the Act, the Manager may not make any decision,

take any action, or intentionally permit occurrence of an event specified below (each, a “Major Decision”) without first obtaining the written consent of the other Members,
which consent shall not be unreasonably withheld or delayed:

 
(i) amend or modify this Agreement the result of which is to adversely affect and/or impair SG DEV’s rights, benefits and interests hereunder;

 
(ii) initiate or conduct any non-budgeted or non-ordinary course expenses, capital or emergency costs in excess of $50,000 in cost per occurrence,

except for (i) repairs which if not made promptly could reasonably be expected to result in material damage to the Project or harm to health,
safety or welfare of occupants, guests or the public and (ii) repairs resulting from a casualty whereby the repairs are fully covered by
insurance (except for normal and customary deductibles) and are substantially in accordance with the original plans and specifications for the
Project, except as adjusted to comply with requirements of law and any loan documents;

 
(iii) cause or permit the Company or any of its respective Affiliates to engage in any activity with respect to the Company, the Project, and/or the

Company Business that is not consistent with the purpose of the Company as set forth in Section 3.1;
 

(iv) enter into purchase and sale or other transaction agreements on behalf of the Company to make or dispose of the Project, or assets of the
Company or merger or effect another form of corporate transaction;

 
(v) cause or permit a change to the tax or accounting methodology utilized by the Company;

 
(vi) modify or waive any provision of the annual Budget of the Company;

 



(vii) cause a distribution of property other than cash to the Members;

 
(viii) cause the Company to pay the Manager a fee for its services as Manager of the Company;
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(ix) merge, consolidate, convert, or otherwise reorganize the Company with or into another Person, re-domesticate, or otherwise change the state

or other jurisdiction where the Company is organized, or enter into any share or unit exchange (or similar transaction);
 

(x) hypothecate, pledge, encumber or grant any security interest in a material portion of the assets of the Company;
 

(xi) convert or reorganize the Company into another entity form (including a corporation) or cause the Company to be taxed as a corporation for
federal income tax purposes;

 
(xii) except as otherwise provided in this Agreement, enter into, amend, restate, substitute, or modify, or make any other decision with respect to,

any contract, agreement, transaction, or other arrangement between the Company and the Manager or any Member (or any Affiliate of a
Manager or any Member), in a manner that is not pursuant to terms and conditions that are substantially the same as those that would be
available on an arms-length basis with third parties other than the Manager, Member or Affiliate;

 
(xv) making or permitting the Company to make, any loans or advances to or guaranties for the benefit of any Person (other than a wholly owned

subsidiary of the Company);
   
 (xvi) approve of the appointment of a Manager to succeed JDI;
   
 (xviii) make any decision to dissolve and liquidate the Company;
 

(xix) admit new members to or issue economic interests in the Company in accordance with Section 8.8, provided (i) the rights, privileges, benefits
and equity valuation offered by the Manager are not superior to those of SG DEV hereunder and (ii) SG DEV’s Membership Interest is not
diluted by reason of such admission.

   
 (xx) increase or decrease the number of Managers; and

 
(xxi) amend, modify or make any additional acquisitions or expand the scope of the Project.

 
Unless authorized to do so herein or otherwise by the Members, no attorney-in-fact, employee or other agent of the Company shall have any power or authority to bind the
Company in any way, to pledge its credit or to render it liable pecuniarily for any purpose. No Member shall have any power or authority to bind the Company unless the
Member has been authorized by the Manager to act as an agent of the Company in accordance with the previous sentence.
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5.4  Non-Exclusive Duty. Except as specifically provided herein, the Manager shall not be required to manage the Company as the Manager’s sole and exclusive

function and any the Manager may have other business interests and may engage in other activities in addition to those relating to the Company. Neither the Company nor any
Member shall have any right, pursuant to this Operating Agreement or otherwise, to share or participate in such other investments or activities of a Member or a Manager or to
the income or proceeds derived therefrom. No Member or Manager shall incur liability to the Company or to any of the Members as a result of engaging in any other business or
ventures.
 

5.5  Limitation on Liability of Manager: Indemnification.
 

(a)  A Manager shall not be liable to the Company or to any Member for good faith negligence or for honest mistakes of judgment or losses or liabilities due
to such good faith mistakes or due to the negligence, dishonesty, unlawful acts or bad faith of any employee, broker or other agent, accountant, attorney, other professional or
person employed by the Company provided that such person was selected, engaged, retained and supervised by such Manager with reasonable care. A Manager shall have no
liability to the Company or to any Member for any loss suffered by the Company which arises out of any action or inaction of the Manager if, prior thereto, the Manager, in
good faith, determined that such course of conduct was in, and not opposed to, the best interests of the Company and such course of conduct did not constitute willful
misconduct or a material breach of this Agreement or gross negligence.
 

(b)  A Manager, its members, managers, Members, agents, employees and representatives shall be indemnified by the Company to the fullest extent
permitted by law, against any losses, judgments, liabilities, expenses and amounts paid in settlement of any claims sustained by it or any of them in connection with the
Company, provided that (i) such course of conduct was, in good faith, intended to be in, and not opposed to, the best interests of the Company and such liability or loss was not
the result of willful misconduct, or a material breach of this Agreement or gross negligence on the part of the Manager or such person, and (ii) any such indemnification will
only be recoverable from the assets of the Company and the Members shall not have any liability on account thereof. All rights to indemnification permitted herein and
payment of associated expenses shall not be affected by the dissolution or other cessation of the existence of the Manager, or the withdrawal, adjudication of bankruptcy or
insolvency of the Manager.

 
(c)  Expenses incurred in defending a threatened or pending civil, administrative or criminal action, suit or proceeding against any person who may be

entitled to indemnification pursuant to this Section 5.5 may be paid by the Company in advance of the final disposition of such action, suit or proceeding, if (i) the legal action
relates to the performance of duties or services by such person on behalf of the Company, (ii) the legal action is initiated by a third party who is not a Member, (iii) there is a
reasonable likelihood that such party will be entitled to indemnification by the Company with respect to such legal action and (iv) such person undertakes to repay the advanced
funds to the Company in cases in which it is not entitled to indemnification under this Section 5.5.

 
(d)  The term “Manager” as used in this Section 5.5 shall include any additional or substitute Manager.
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5.6 Books and Records; Reporting. The Managers shall, at the expense of the Company, keep, or cause to be kept, accurate, full and complete books of accounts
showing assets,liabilities, income, operations, transactions, and the financial condition of the Company on the cash basis of accounting; and any Member shall have access
thereto at any reasonable time during regular business hours and each shall have the right to copy said records at his own expense. The Manager shall (i) provide the Members,
no less than quarterly, written reports concerning the status of the development of the Project, including balance sheet, income statement and cash flow statement, (ii) provide
annual financial statements, the truthfulness and accuracy of which shall be verified under oath by a principal officer of the Manager, and (iii) cooperate with SG DEV’s
auditors in connection with their audit of SG DEV and its affiliates.

 
5.7  Federal Income Tax Elections. All elections required or permitted to be made by the Company under the Code shall be made by the Tax Matters Member (as that

term is hereinafter defined). For all purposes permitted or required by the Code, the Members constitute and appoint Advantage as “tax matters partner” pursuant to Section
6231(a)(7) of the Code (the “Tax Matters Member”), or if Advantage is no longer a Member, then such other Member as shall be elected by the vote of the Members owning a
Majority Interest shall be the Tax Matters Member. The provisions on limitations of liability of the Members and indemnification set forth in this Article V hereof shall be fully
applicable to the Tax Matters Member in its capacity as such. The Tax Matters Member may resign at any time by giving written notice to the Company and each of the other
Members. Upon the resignation of the Tax Matters Member, a new Tax Matters Member may be elected by the vote of Members holding a Majority Interest. Effective as of
January 1, 2018, or if later, the date that the BBA Partnership Audit Rules are first applicable to the Company, the Tax Matters Member is hereby designated the “partnership
representative” as defined in Section 6223 of the Code, as amended by the Bi-partisan Budget Act of 2015 (the “Partnership Representative”). The Partnership Representative
is authorized and required to represent the Company (at the Company’s expense) in all disputes, controversies or proceedings with the Internal Revenue Service, and, in its sole
discretion, is authorized to make any available election with respect to the BBA Partnership Audit Rules and take any action it deems necessary or appropriate to comply with
the requirements of the Code and to conduct the Company’s affairs with respect to the BBA Partnership Audit Rules. Each Member and former Member will cooperate fully
with the Partnership Representative with respect to any such disputes, controversies or proceedings with the Internal Revenue Service, including providing the Partnership
Representative with any information reasonably requested to comply with and make elections under the BBA Partnership Audit Rules.
 

ARTICLE VI
RIGHTS AND OBLIGATIONS OF MEMBERS

 
6.1  Limitation of Members’ Liability. Each Member’s liability shall be limited as set forth in this Operating Agreement, the Georgia Act and other applicable law.

 
6.2  No Liability for Company Obligations. No Member will have any personal liability for any debts or losses of the Company beyond his or its respective Capital

Contributions.
 

6.3  List of Members. Upon the written request of any Member, the Company shall provide a list showing the names, addresses, Membership Interest and Economic
Interest of all Members and any other information required to be provided to Members by the Georgia Act.
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6.4  Priority and Return of Capital. Except as may be expressly provided in Article IX, no Member or Economic Interest Holder shall have priority over any other

Member or Economic Interest Holder, either as to the return of Capital Contributions or as to Profits, Losses or distributions. This Section shall not apply to loans (as
distinguished from Capital Contributions) which a Member makes to the Company.

 
6.5 Transactions Between the Company and Members. Notwithstanding that it may constitute a conflict of interest, any Member and/or Manager and their

respective Affiliates may engage in any transaction with the Company so long as such transaction is not expressly prohibited by this Agreement and so long as the terms and
conditions of such transaction, on an overall basis, are fair and reasonable to the Company and are at least as favorable to the Company as those that are generally available
from persons capable of similarly performing them.
 

ARTICLE VII
MEETINGS OF MEMBERS

 
7.1  Meetings. Meetings of the Members for any purpose, unless otherwise prescribed by the Georgia Act, may be called by any Member. Written notice to each

Member entitled to vote at such meeting, stating the place, day and hour of the meeting and the purpose or purposes for which the meeting is called, shall be delivered not less
than five (5) nor more than fifty (50) days before the date of the meeting in the manner designated for notices pursuant to Section 16.14 hereof.

 
7.2  Meeting Without Notice; Meeting by Telephone. If all of the Members shall meet at any time and place and consent to the holding of a meeting at such time and

place, such meeting shall be valid without call or notice. At such meeting, any lawful action may be taken. Members may also meet by video or telephonic conference call
provided the requisite notice is given or waived.

 
7.3  Place of Meetings. The Persons calling any meeting may designate any place mutually agreed by all Members, or if they cannot agree, then any place within

Metropolitan Atlanta, Georgia, or any place within thirty (30) miles of the Project, as the place of meeting for any meeting of the Members. If no designation is made, the place
of meeting shall be the principal executive office of the Company in the State of Georgia.

 
ARTICLE VIII

CAPITAL CONTRIBUTIONS, LOANS, LOAN GUARANTIES, AND ADDITIONAL MEMBERS
 

8.1  Capital; Percentage Interests; Capital Accounts.
 

(a) Initial Capital Contributions. JDI has already made a Capital Contributions to the Company in the amount of five hundred thousand dollars ($500,000).
For its Capital Contribution to the Company, SG DEV shall pay into the Company the sum of three million dollars ($3,000,000), the proceeds of which shall be used to acquire
the Project Land by and in the name of the Company, provided further that SG DEV’s Capital Contribution shall not be due until it completes due diligence concerning the
Property no later than June 29, 2021.
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(b) Exhibit “A” sets forth the Ownership Percentages of each Member in the Company. The Ownership Percentage of each Member in the Company may be

evidenced by a certificate issued by the Company to each respective Member in such form as shall be approved by the Manager.
 

A Capital Account shall be maintained by the Manager for each Member in accordance with the requirements of Treas. Reg. §1.704-1(b)(2)(iv). In furtherance thereof,
Capital Accounts shall be (i) debited for distributions to the Members pursuant to Sections 7, 8 and 15 hereof and for allocations of losses and deductions in accordance with
Section 6 hereof, (ii) credited for the cash contributions by the Members pursuant to this Section 5 and allocations of profits and gain pursuant to Section 6 hereof.

 



(c) Additional Capital Contributions; Third Party Loans.
 

(i) No Member shall have any obligation to contribute any capital to the Company.
 

(ii) In the event Manager determines that the Company requires funds, the Manager shall cause the Company to attempt to borrow the necessary
additional capital on a non-recourse basis, from banks or institutional lenders, upon such terms and at such rates as are commercially reasonable at that time (a “Loan”). Each
Member shall cooperate in the Company’s attempts to obtain any Loan.

 
(d) Loans by Members. In the event the Company is unable to borrow any necessary additional capital from third parties as described in Section 8.1(c) above,

any Member shall have the right, but not the obligation, to loan such additional capital to the Company on terms set forth herein below (hereinafter a “Member Loan”). If more
than one Member elects to make any such Member Loan to the Company, the Members shall coordinate such Member Loans so that the Member Loans shall be made only in
proportion to the respective percentage interest in the Company of the Members making such Member Loans. If any Member(s) shall make any Member Loan(s) to the
Company or advance money on its behalf as described hereinabove, the amount of any such Member Loan(s) or advance(s) shall not be treated as a Capital Contribution but
shall be a debt due from the Company. Any such Member Loan(s) of additional capital to the Company by a Member shall bear interest at the “Prime Rate” listed in the
“Money Rates” column in The Wall Street Journal (or such other comparable rate as may be reasonably designated by the Manager, if such “Prime Rate” is not ascertainable)
plus four percent (4%) and such Member Loan and interest shall be repayable by the Company out of Cash Flow and net proceeds as set forth in Section 8.3 below. Upon the
request of any Member, the Company shall execute a promissory note evidencing any Member Loan made by such Member pursuant to the terms of this Section 8.1(d).
 

8.2 Allocations/Tax Matters.
 

(a) Allocation of Profits and Losses. Unless otherwise agreed, profits and losses shall, for income tax purposes, be allocated to the Members pro rata in
accordance with their respective percentage interests.
 

(b) Tax Matter Partner. Manager shall be the tax matters partner for the Company.
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(c) Tax Elections. Manager shall have the right to make tax elections for the Company, including an election pursuant to Section 754 of the Internal Revenue

Code of 1986.
 

8.3. Cash Flow. At such times as it deems appropriate, but no less often than quarterly, the Manager shall distribute the “Cash Flow” (as hereinafter defined) of the
Company as follows:

 
(a) First, to the Members pro rata and in proportion to any Member Loans made by the Members pursuant to Section 5 above, to repay any accrued but unpaid

interest under such Member Loans;
 

(b) Next, pro rata and in proportion to any Member Loans made by the Members pursuant to Section 5 above, to repay any unpaid principal under any such
Member Loans;
 

(c) Next, to the Members pro rata to their respective Ownership Percentage interests in the Company.
 

For purposes of this Agreement, the “Cash Flow” of the Company shall be the gross cash receipts for the applicable accounting period from all sources, other
than capital contributions of the Members, less gross cash expenditures of the Company for such period determined in accordance with sound cash method principles
consistently applied, and less cash on hand of the Company as of the end of such period in such reserves or additions to reserves reasonably deemed necessary or appropriate by
the Manager to meet the obligations of the Company.
 

8.4 Sales Proceeds and Refinancing Proceeds. The net proceeds received by the Company from any sale, financing or refinancing by the Company (less any reserves
reasonably deemed necessary or appropriate by the Manager to meet the obligations of the Company) shall be distributed in accordance with this Section 8.4 promptly
following receipt thereof by the Company. For purposes of this Agreement, condemnation proceeds and casualty or hazard insurance proceeds (to the extent not used for
rebuilding) shall be deemed sales proceeds. Such proceeds shall be distributed in the following order and priority:
 

(a) First, to the Members pro rata and in proportion to any Member Loans made by the Members pursuant to Section 8.1(d) above, to repay any accrued but
unpaid interest under such Member Loans;
 

(b) Next, pro rata and in proportion to any Member Loans made by the Members pursuant to Section 8.1(d) above, to repay any unpaid principal under any
such Member Loans;
 

(c) Next, to the Members as a return of capital, pro rata in accordance with their capital contributions to the Company, to the extent such capital has not
already been repaid out of distribution(s) under this Section;
 

(d) all remaining proceeds shall be distributed to the Members pro rata in accordance with their respective Ownership Percentage interests in the Company.
 

8.5  Rules Governing Capital. Except as otherwise expressly provided in this Operating Agreement or as required by law:
 

(a)  no Owner may withdraw any Capital Contribution from the Company;
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(b)  no Owner shall be required to make Loans to the Company;
 
(c) neither a Loan by an Owner to the Company nor its repayment by the Company shall have any effect on any Owner’s Capital Account or Economic

Interest except as provided by Section 8.2(e) above; and
 
(d)  notwithstanding the nature of any Owner’s Capital Contribution, such Owner has only the right to demand and receive cash in return for such Capital

Contribution.
 

8.6.  Right of First Refusal. If JDI receives a good faith, bona fide written offer from an unaffiliated third party to purchase all or any portion of the Project, which



offer JDI intends to accept (an “Offer”), JDI shall first offer to SG DEV at the same price and upon substantially the same terms as are contained in the Offer. JDI’s offer to SG
DEV shall be in writing and shall be accompanied by a copy of the Offer. SG DEV shall have thirty (30) calendar days after receipt of such offer from JDI (the “ROFR Offer
Period”) within which to accept the offer. If SG DEV fails to accept or affirmatively rejects the offer to purchase all or any portion of the Project within the Company Offer
Period, JDI then shall offer to sell all or any portion of the Project which are not to be purchased by SG DEV.

 
8.7 Forced Sale. At any time following the funding from SG DEV of its capital contribution through and including the second anniversary of the execution hereof, JDI

shall have the right at its discretion to purchase the interest of SG DEV, by (i) returning to SG DEV its $3,000,000 capital contribution and (ii) providing an Annual Internal
Rate of Return (IRR) of forty (40%) Percent (i.e. $1,200,000 per year). Provided SG DEV has funded its capital contribution, at any time after second anniversary of the
execution hereof, JDI shall have the right at its discretion to purchase the interest of SG DEV by (i) returning to SG DEV its $3,000,000 capital contribution and (ii) providing
an Annual Internal Rate of Return (IRR) of thirty-two and one-half (32.5%) Percent (i.e. $975,000 per year). The exercise by JDI of the buyout right set forth in this Section 8.7
shall in no way impair or affect SG DEV’s rights and interests in and to the Service Provider agreement with the Company, all of which shall remain in full force and effect.

 
8.8  Purchase of Membership Interest. At the closing of the purchase and sale of a Member’s Membership Interest in the Company pursuant to the Section 8.7 above

(the day of such closing is hereinafter referred to as the “Closing Date”), the purchasing Member shall pay the entire purchase price for such Membership Interest in accordance
with the terms of the Section above and the selling Member shall duly execute and deliver all documents that may be necessary or desirable, in the reasonable opinion of the
purchasing Member and its counsel, to effect the transfer of the selling Member’s entire Membership Interest in the Company to the purchasing Member. Such Membership
Interest in the Company shall be conveyed to the purchasing Member by the selling Member free and clear of all liens and encumbrances, whatsoever, other than those affecting
the Project, and the purchasing Member shall accept such Membership Interest subject to the selling Member’s share, if any, of all liabilities and obligations of the Company as
of the Closing Date, and shall assume and agree to pay and perform and indemnify and hold the selling Member wholly harmless from all liabilities and obligations of the
Company as of the Closing Date with respect to which, and to the extent the selling Member is personally liable. The purchasing Member, as a condition to the selling
Member’s obligation to consummate the sale of its Membership Interest in the Company to the purchasing Member, shall release of the selling Member and any affiliated
guarantor from any and all liabilities and obligations of the Company for which the selling Member or such guarantor is personally liable. Notwithstanding anything to the
contrary set forth in this Section, the selling Member and any affiliated guarantor shall not be released from, and shall have continuing liability for, all liabilities and obligations
to the Company arising out of the selling Member’s fraud, bad faith, willful misconduct or gross negligence.
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8.9 Additional Members. Subject to Section 5.3(xix) hereof, the Manager may at any time and from time to time cause the Company to issue additional Membership

Interests for such consideration, and upon such terms and conditions, and to such Persons, as the Manager shall determine, including but not limited to any new or existing
Members (including the Manager). Except as otherwise provided in this Agreement, any issuances of Membership Interests pursuant to this Section 8.9 may be in one or more
classes (either new or existing classes) for such consideration and on such terms and conditions as the Manager in its discretion determines to be in the best interests of the
Company, which classes of Membership Interests may have such designations, preferences, and relative, participating, optional or other special rights as shall be fixed by the
Manager.

 
ARTICLE IX

DISTRIBUTIONS TO OWNERS
 

9 .1  Net Cash Available for Distribution . Except as otherwise provided in Article XIV hereof, the Manager shall distribute, at such times it reasonably deems
appropriate, Net Cash Available for Distribution to the Members in the following order of priority:
 

(a) First, if any Member Loans have been made to the Company pursuant to Section 8.1 above or if a Member or an Affiliate of a Member has made any
payments to a third party lender pursuant to the guarantee or endorsement of any debt of the Company (“Guarantee Payments”) or if a Member has directly paid or advanced
funds to a third party on behalf of the Company, which payments or advances are approved by the Manager (“Advances”), then to such Member(s) in the amount of each such
Member Loan or Guarantee Payment or Advance, applied first to the payment of accrued but unpaid interest on such Member Loan(s) or Guarantee Payment(s) or Advance(s)
(with interest on any such Guarantee Payment or Advance being accrued at the rate set forth in Section 8.3 for Member Loans) and, after such interest has been paid in full,
applied to the principal amount thereof (for purposes of this 9.l(a), only Member Loan(s) or Guarantee Payment(s) or Advance(s) made after the date of this Operating
Agreement, if any, shall be considered). Notwithstanding anything to the contrary set forth herein, under no circumstances shall either Guarantee Payments or Advances be
deemed to include the Certificate of Deposit (as defined below);

 
(b)  Next, to the Members in the amount of their Outstanding Capital
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(c)  Any remaining Net Cash Available for Distribution shall be distributed to the Members pro rata in accordance with their respective Ownership

Percentages.
 

9.2 Limitation Upon Distributions. No distribution shall be made to the Owners if prohibited by O.C.G.A. §14-11-407.
 

9.3 Interest On and Return of Capital Contributions. No Owner shall be entitled to interest on its Capital Contribution or to the return of its Capital Contribution,
except as otherwise specifically provided for herein.
 

9.4  Withholding.
 

(a) The Company shall withhold and pay over to the Internal Revenue Service or other applicable taxing authority all taxes or withholdings, and all interest, penalties,
additions to tax, and similar liabilities in connection therewith or attributable thereto (hereinafter “Withheld Taxes”) to the extent that the Tax Matters Member determines that
such withholding and/or payment is required by the Code or any other law, rule, or regulation, including, without limitation, Sections 1441, 1442, 1445, or 1446 of the Code
and Section 48-7-129 of the Official Code of Georgia Annotated. The Tax Matters Member shall determine in good faith to which Member such Withheld Taxes are
attributable. All amounts withheld pursuant to this Section 9.4 with respect to any allocation, payment or distribution to any Member shall be considered a loan (“Withholding
Loan”) by the Company to such Member. The borrowing Member shall repay such Withholding Loan within ten Business Days after the Tax Matters Member delivers a written
demand therefor, together with interest from the date such loan was made until the date of repayment thereof at a rate per annum equal to the lesser of (i) the maximum rate
permitted by law, and (ii) the “Prime Rate” (as defined in Section 8.3 above). In addition to any rights of the Company to enforce its right to receive payment of the Withholding
Loan, plus any accrued interest thereon, the Company may deduct from any distribution to be made to a borrowing Member or any amount available for distribution to a
borrowing Member an amount not greater than the outstanding balance of any Withholding Loan, plus any accrued interest thereon, as a payment in total or partial satisfaction
thereo£ . In the event that the Company deducts the amount of the Withholding Loan plus any accrued interest thereon from any actual distribution or amount otherwise
available to be distributed, the amount so deducted shall be treated as an actual distribution to the borrowing Member for all purposes of this Operating Agreement.
 

(b) If an amount payable to the Company is reduced because the Person paying that amount withholds and/or pays over to the Internal Revenue Service or other



applicable taxing authority any amount as a result of the status of a Member, the Tax Matters Member shall make such adjustments to the amounts distributed and allocated
among the Members as it determines fair and equitable. (For example, if a portion of interest income earned by the Company is withheld by the payor and paid over to the
Internal Revenue Service because a particular Member is a non-U.S. Person, the Manager might include such withheld and paid over amount in computing amounts available
for distribution to the Members pursuant to Article IX and treat such withheld and paid over amount as if that amount were distributed to the Member in satisfaction of whose tax
liability such amount was withheld and paid over.
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ARTICLE X

ALLOCATIONS OF PROFITS AND LOSSES
 

10.1  Profits. After giving effect to the special allocations set forth in Sections 10.3 and 10.4 hereof, Profits for any Fiscal Year shall be allocated to the Owners in
accordance with their respective Ownership Percentages.
 

10.2  Losses. After giving effect to the special allocations set forth in Sections 10.3 and 10.4 hereof, Losses for any Fiscal Year shall be allocated to the Owners in the
following order and priority:
 

(a)  Except as provided in Subsection 10.2(b) hereof, Losses for any Fiscal Year shall be allocated to the Owners in accordance with their respective
Ownership Percentages.

 
(b)  Notwithstanding anything in this Agreement to the contrary, no loss or item of deduction shall be allocated to an Owner if such allocation would cause

such Owner to have a negative Adjusted Capital Accounts as of the last day of the Fiscal Year or other period to which such allocation relates. Any amounts not allocated to an
Owner pursuant to the limitations set forth in this Subsection 10.2(b) shall be allocated to the other Owners to the extent possible without violating the limitations set forth in
this Subsection 10.2(b), and any amounts remaining to be allocated shall be allocated among the Owners in accordance with their respective Ownership Percentages.

 
10.3  Special Allocations. The following special allocations shall be made in the following order:

 
(a)  Minimum Gain Chargeback; Qualified Income Offset. Items of Company income and gain shall be allocated to the Owners in an amount sufficient to

satisfy the “minimum gain chargeback” requirements of Sections 1.704-2(f) and 1.704-2(i)(4) of the Regulations and the “qualified income offset” requirement of Section
1.704-1(b)(2)(ii)(g)(3) of the Regulations.

 
(b)  Partner Nonrecourse Deductions. “Partner nonrecourse deductions” (within the meaning of Section 1.704-2(i) of the Regulations) shall be allocated to

the Owner who bears the economic risk of loss associated with such deductions, in accordance with Section 1.704-2(i) of the Regulations.
 
(c)  Nonrecourse Deductions. “Nonrecourse Deductions” (within the meaning of Section 1.704-2(b)(1) and 1.704-2(c) of the Regulations) shall be allocated

among the Owners in accordance with their respective Ownership Percentages.
 
(d)  Section 754 Adjustments. To the extent an adjustment to the adjusted tax basis of any Company asset pursuant to Sections 734(b) or 743(b) of the Code is

required, pursuant to Section 1.704-1(b)(2)(iv)(m) of the Regulations, to be taken into account in determining Capital Accounts, the amount of such adjustment to the Capital
Accounts shall be treated as an item of gain (if the adjustment increases the basis of the asset) or loss (if the adjustment decreases such basis) and such gain or loss shall be
specially allocated to the Owners in accordance with the requirements of Section 1.704-1(b)(2)(iv)(m) of the Regulations.
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(e)  Cancellation of Debt Income. To the extent the Company incurs income as a result of the cancellation of debt or the revision of debt terms, then the entire

amount of income associated with such cancellation or revision shall be allocated to those Members that were Members when the debt was incurred by the Company, and not
affect any Members that were admitted as Members subsequent to the time such debt was incurred by the Company.

 
( f )  Charitable Contributions. To the extent the Company participates in a charitable contribution of its assets to a public charity, the federal income tax

deduction associated with that contribution shall be fully allocated pro rata based on the Membership percentage interests.
 
( g )  Losses. To the extent the Company incurs Losses, such Losses shall be fully allocated to SG DEV up to an amount equal to SG DEV’s capital

contribution, and thereafter pro rata based on the Ownership Percentage interests.
 

10.4  Curative Allocations. The allocations set forth in Subsection 10.2(b) and Subsections 10.3(a) through (d) hereof (the “Regulatory Allocations”) are intended to
comply with certain requirements of the Regulations. It is the intent of the Members that, to the extent possible, all Regulatory Allocations shall be offset either with other
Regulatory Allocations or with special allocations of other items of Company income, gain, loss, or deduction pursuant to this Section 10.4. Therefore, notwithstanding any
other provision of this Article X (other than the Regulatory Allocations), the Members shall make such offsetting special allocations of Company income, gain, loss, or
deduction in whatever manner it determines appropriate so that, after such offsetting allocations are made, each Owner’s Capital Account balance is, to the extent possible, equal
to the Capital Account balance such Owner would have had if the Regulatory Allocations were not part of the Operating Agreement and all Company items were allocated
pursuant to Section 10.1 and Section 10.2(a). In exercising its discretion under this Section 10.4, the Members shall take into account future Regulatory Allocations under
Subsections 10.3(a) that, although not yet made, are likely to offset other Regulatory Allocations made under Subsections

10.3(b) and 10.3(c).
 

10.5  Other Allocation Rules.
 

(a)  For purposes of determining the Profits, Losses, or any other items allocable to any period, Profits, Losses, and any such other items shall be determined
on a daily, monthly, or other basis, as determined by the Members using any permissible method under Code Section 706 and the Regulations thereunder.

 
(b)  All allocations to the Owners pursuant to this Article X, except as otherwise provided, shall be divided among them in proportion to their Ownership

Percentages.
 
(c)  The Members are aware of the income tax consequences of the allocations made by this Article X and hereby agree to be bound by the provisions of this

Article X in reporting their shares of Company income and loss for income tax purposes.
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10.6  Tax/Book Differences. In the event that any Company property is reflected in the Company’s books and records, pursuant to Sections 1.704-1(b)(2)(iv)(d) or (f)

of the Regulations, at an amount which differs from the adjusted tax basis of such property, then allocations with respect to such property for income tax purposes shall be made
in a manner which takes into consideration differences between such book value and such adjusted tax basis in the manner provided in Section 704(c) of the Code, the
Regulations promulgated thereunder and Section 1.704-1(b)(2)(iv)(f)(4) of the Regulations, which amounts shall not affect, or in any way be taken into account in computing,
any Owner’s Capital Account or share of Profits, Losses, other items, or distributions pursuant to any provision of this Agreement. Any allocations with respect to any such
property for purposes of maintaining the Owners’ Capital Accounts, and the determination of Profits and Losses, shall be made by reference to the book value of such property,
and not its adjusted tax basis, all in accordance with Section 1.704-1(b)(2)(iv)(g) of the Regulations.
 

Any elections or other decisions relating to allocations governed by this Section 10.6 shall be made by the Members in any manner that reasonably reflects the purpose
and intention of this Agreement.
 

10.7  Allocation of Nonrecourse Liabilities. The “excess nonrecourse liabilities” of the Company (within the meaning of Section 1.752-3(a)(3) of the Regulations)
shall be shared by the Owners in accordance with their respective Ownership Percentages.

 
ARTICLE XI

BOOKS AND RECORDS
 

11.1  Fiscal Year. The Company’s Fiscal Year shall be the calendar year, unless otherwise agreed by the Members.
 
11.2  Records, Audits and Reports. At the expense of the Company, the Manager shall maintain records and accounts of all operations and expenditures of the

Company. The Company shall keep at its principal place of business the following records:
 

(a)  A current list of the full name and last known address of each Member and Economic Interest Holder;
 
(b)  Copies of such records as would enable a Member to determine the relative voting rights, if any, of the Members;
 
(c)  A copy of the Articles of Organization of the Company and all amendments;
 
(d)  Copies of the Company’s federal, state, and local income tax returns and reports, if any, for the three most recent years;
 
(e)  Copies of this Operating Agreement, together with any amendments thereto;
 
(f)  Copies of any financial statements of the Company for the three most recent years;
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(g)   Copies of any bank statements of the Company for the three most recent years; and
 
(h)   Copies of any and all material agreements to which the Company is a party or otherwise bound or affected by.

 
11.3 Tax Returns. At the expense of the Company, the Tax Matters Member shall cause the preparation and timely filing of all tax returns required to be filed by the

Company pursuant to the Code and all other tax returns deemed necessary and required in each jurisdiction in which the Company does business. The Company shall provide
each Member with such information as is required for such Member to file his individual tax returns. Copies of all such returns, or pertinent information therefrom, shall be
furnished to each Member.

 
11.4   Quarterly Reports. No less than quarterly the Manager shall provide the Members with a report on the (i) status of the Project, (ii) the financial condition and

affairs of the Company (balance sheet, income statement, cash flow, etc.), and (iii) whether there are any actual or threatened litigations involving the Company.
 

ARTICLE XII
VOLUNTARY TRANSFERS OF INTERESTS

 
12.1  General Prohibition. Except as otherwise set forth in this Article XII, no Member or Economic Interest Holder may assign, convey, sell, transfer, liquidate,

encumber or in any way alienate (a “Transfer”) all or any part of its Membership Interest or Economic Interest without the prior written consent of all the Members, which
consent may be given or withheld in the sole discretion of each Member. Any attempt to Transfer all or any portion of a Membership Interest or Economic Interest in violation
of this Section 12.1 shall be null and void and shall have no effect whatsoever.

 
12.2  Affiliate and Relative Transfers. Any Member, upon written notice to the other Members, may Transfer all or any portion of its Membership Interest in the

Company to an Affiliate, a Relative, or to an estate planning vehicle for the benefit of one or more Relatives, without the written consent of the other Member(s); provided that
(i) the assignor continues to control the decision-making of the Member, (ii) the transferee is not a foreign person or entity, and (iii) such Affiliate or Relative shall comply first
with the provisions of Section 12.4 with respect to any Transfer of a Membership Interest in the Company. Furthermore, the Transfer of a Member’s interest to Relative or
Relatives following the death of Member shall not require the written consent of the other Member(s).

 
12.3  Pledge of Economic Interests. No Member may pledge or assign its Membership Interest or its Economic Interest, as collateral security for any loan without the

prior written consent of all of the other Members.
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12.4  Conditions of Transfer and Assignment . A transferee of a Membership Interest or Economic Interest permitted under this Article XII shall become a Member

or an Economic Interest Holder, as the case may be, unless otherwise provided in Sections 12.2 or 12.3, only if all the Members consent in writing thereto and the following
conditions have been satisfied:
 

(a) the transferor, its legal representative or authorized agent must have executed a written instrument of transfer of such Membership Interest or Economic
Interest in form and substance satisfactory to the remaining Member;

 



(b) the transferee must have executed a written agreement, in form and substance satisfactory to the remaining Member, to assume all of the duties and
obligations of the transferor under this Operating Agreement with respect to the transferred Membership Interest or Economic Interest, as applicable, and to be bound by and
subject to all of the terms and conditions of this Operating Agreement;

 
(c) the transferor, its legal representative or authorized agent, and the transferee must have executed a written agreement, in form and substance satisfactory to

the remaining Member, to indemnify and hold the Company and the other Members harmless from and against any loss or liability arising out of the Transfer;
 
(d) the transferee must have executed such other documents and instruments as the remaining Member may deem necessary or appropriate in order to

consummate the admission of the transferee as a Member, if with respect to a Membership Interest;
 
(e) unless waived by the remaining Member, the transferee or the transferor must have paid the expenses incurred by the Company in connection with the

admission of the transferee to the Company; and
 
(f) with respect to any transferee desiring to become a Member, the remaining Member(s) must consent to such transferee becoming a substitute Member,

which consent can be given or withheld in the sole and absolute discretion of the remaining Member(s), except as otherwise provided in Section 12.2. A permitted transferee of
an Economic Interest who does not become a Member shall be an Economic Interest Holder only and shall be entitled only to the transferor’s Economic Interest to the extent
assigned. Such transferee shall not be entitled to vote on any question regarding the Company, or on any other matter requiring the vote, consent or approval of the Members
hereunder, and the Ownership Percentage associated with the transferred Economic Interest shall not be considered to be outstanding for voting purposes; and

 
(g) Unless waived by the remaining Member, the transferor shall deliver an opinion of counsel that the transferring Member’s interest in the Company has been

registered for sale under applicable state and federal securities laws or that such registration is not required.
 

12.5  Successors as to Economic Rights. References in this Operating Agreement to Members also shall be deemed to constitute a reference to Economic Interest
Holders if and to the extent that the provision relates to economic rights and obligations. By way of illustration and not limitation, such provisions would include those
regarding Capital Accounts, distributions, allocations, and contributions. A transferee shall succeed to the transferor’s Capital Contributions and Capital Account to the extent
related to the Economic Interest transferred, regardless of whether or not such transferee becomes a Member.
 

12.6.  Competing Activities. Nothing in this Agreement shall be deemed to restrict in any way the freedom of any Member to conduct any business or activity
whatsoever without any accountability to the Company or the Members, even if such business or activity competes with the business of the Company, provided that the Manager
or its Affiliates shall not engage in a business or activity that competes with the business of the Company and that is located within 60 miles of the Project.
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ARTICLE XIII

DISSOLUTION AND TERMINATION
 

13.1  Dissolution.
 

(a)  The Company shall be dissolved upon the occurrence of any of the following events:
 

(i)  the written agreement of all the Members; or
 
(ii) the sale or other disposition of all or substantially all of the assets of the Company (except under circumstances where (x) all or a portion of the

purchase price is payable after the closing of the sale or other disposition, or (y) the Company retains a material economic or ownership interest in the entity to which all or
substantially all of its assets are transferred) in accordance with the terms of this Agreement; or

 
(iii)  The entry of a decree of judicial dissolution under O.C.G.A. §14-11-603(a).

 
(b)  Except as expressly permitted in this Operating Agreement and notwithstanding anything to the contrary in O.C.G.A. §14-11-601, a Member shall not

withdraw voluntarily or take any other voluntary action which directly causes the person to cease to be Member; provided, however, that any Member who transfers its entire
Membership Interest in accordance with this Agreement shall cease to be a Member.
 

(c) Damages for breach of Subsection 14.1(b) hereof shall be monetary damages only (and not in the form of specific performance), and such damages may
be offset against any distributions by the Company to which the withdrawing member otherwise would be entitled.
 

13.2  Effect of Dissolution. Upon dissolution, the Company shall cease to carry on- its business, except as permitted by O.C.G.A. §14-11-605. Upon dissolution, the
Members shall file a statement of commencement of winding up pursuant to O.C.G.A. §14-11-606 and shall publish the notice permitted by O.C.G.A.. §14-11-608.
 

13.3  Winding Up, Liquidation and Distribution of Assets.
 

(a) Upon dissolution, an accounting of the Company’s assets, liabilities and operations shall be made by the Company’s independent accountants, from the
date of the last previous accounting until the date of dissolution. The Person or Persons (the “Liquidators”) selected by the Members shall proceed immediately to wind up the
affairs of the Company.
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(b)  If the Company is dissolved and its affairs are to be wound up, the Liquidators:

 
(i) shall sell or otherwise liquidate all of the Company’s assets as promptly as practicable (except to the extent the Liquidators may determine to distribute

any assets to the Members in kind);
 
(ii)   shall allocate any profit or loss resulting from such sales to the Members and Economic Interest Holders in accordance with Article X hereof;
 
(iii)  shall discharge all liabilities of the Company, including liabilities to Members and Economic Interest Holders who are creditors, to the extent

otherwise permitted by law, other than liabilities to Members and Economic Interest Holders for distributions, and establish such reserves as may be reasonably necessary to
provide for contingent liabilities of the Company; and

 



(iv)  shall distribute the remaining assets to the Owners in accordance with their respective Ownership Percentages.
 

If any assets of the Company are to be distributed in kind, the net fair market value of such assets as of the date of dissolution shall be determined by
independent appraisal or by agreement of the Members. Such assets shall be deemed to have been sold as of the date of dissolution for their net fair market value, and the
Capital Accounts of the Owners shall be adjusted pursuant to the provisions of this Operating Agreement to reflect such deemed sale.
 

(c)  Notwithstanding anything to the contrary in this Operating Agreement, upon a liquidation within the meaning of Section 1.704-1(b)(2)(ii)(g) of the
Regulations, if any Owner has a deficit Capital Account (after giving effect to all contributions, distributions, allocations and other Capital Account adjustments for all taxable
years, including the year during which such liquidation occurs), such Owner shall have no obligation to make any Capital Contribution, and the negative balance of such
Owner’s Capital Account shall not be considered a debt owed by such Owner to the Company or to any other Person for any purpose whatsoever.
 

(d)  Upon completion of the winding up, liquidation and distribution of the assets, the Company shall be deemed terminated.
 
(e)  The Members shall comply with any applicable requirements of applicable law pertaining to the winding up of the affairs of the Company and the final

distribution of its assets.
 

13.4 Certificate of Termination. When all debts, liabilities and obligations have been paid and discharged or adequate provisions have been made therefor and all of
the remaining property and assets have been distributed to the Owners, a Certificate of Termination may be executed and filed with the Secretary of State of Georgia in
accordance with O.C.G.A. §14-11-610.
 

13.5 Return of Contribution Nonrecourse to Other Owners. Except as provided by law or as expressly provided in this Operating Agreement, upon dissolution,
each Owner shall look solely to the assets of the Company for the return of its Capital Account. If the Company property remaining after the payment or discharge of the debts
and liabilities of the Company is insufficient to return the Capital Account of one or more Owners, including, without limitation, all or any part of that Capital Account
attributable to Capital Contributions, then such Owner or Owners shall have no recourse against any other Owner.
 

25

 

 
ARTICLE XIV

MISCELLANEOUS PROVISIONS
 

14.1 Application of Georgia Law. This Operating Agreement, and the application and interpretation hereof, shall be governed exclusively by its terms and by the
laws of the State of Georgia.

 
14.2 No Partnership Intended for Non-Tax Purposes. The Members have formed the Company under the Georgia Act and expressly disavow any intention to form

a partnership under Georgia’s Uniform Partnership Act, Georgia’s Uniform Limited Partnership Act or the partnership act or laws of any other state. The Members do not intend
to be partners one to another or partners as to any third party.

 
14.3 No Action for Partition. No Member or Economic Interest Holder has any right to maintain any action for partition with respect to the property of the Company.
 
14.4 Further Assurances. The Members each agree to cooperate, and to execute and deliver in a timely fashion any and all additional documents, designations, powers

of attorney and other instruments necessary to effectuate the purposes of the Company and this Operating Agreement or to comply with any applicable laws, rules or
regulations.

 
14.5 Construction. Whenever the singular number is used in this Operating Agreement and when required by the context, the same shall include the plural and vice

versa, and the masculine gender shall include the feminine and neuter genders and vice versa.
 
14.6 Headings. The headings in this Operating Agreement are inserted for convenience only and are in no way intended to describe, interpret, define, or limit the

scope, extent or intent of this Operating Agreement or any provision hereof.
 
14.7 Waivers. The failure of any party to seek redress for violation of or to insist upon the strict performance of any covenant or condition of this Operating Agreement

shall not prevent a subsequent act, which would have originally constituted a violation, from having the effect of an original violation.
 
14.8 Rights and Remedies Cumulative. The rights and remedies provided by this Operating Agreement are cumulative and the use of any one right or remedy by any

party shall not preclude or waive the right to use any or all other remedies. Such rights and remedies are given in addition to any other rights the parties may have by law,
statute, ordinance or otherwise.

 
14.9 Severability. If any provision of this Operating Agreement or the application thereof to any person or circumstance shall be invalid, illegal or unenforceable to

any extent, the remainder of this Operating Agreement and the application thereof shall not be affected and shall be enforceable to the fullest extent permitted by law.
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14.10 Successors and Assigns. Each and all of the covenants, terms, provisions and agreements herein contained shall be binding upon and inure to the benefit of the

parties hereto and, to the extent permitted by this Operating Agreement, their respective heirs, legal representatives, successors and assigns.
 
14.11 Creditors. None of the provisions of this Operating Agreement shall be for the benefit of or enforceable by any creditors of the Company.
 
14.12 Counterparts. This Operating Agreement may be executed in counterparts, each of which shall be deemed an original but all of which shall constitute one and

the same instrument. The exchange of signature pages by facsimile or Portable Document Format (PDF) transmission shall constitute effective delivery of such signature pages
and may be used in lieu of the original signature pages for all purposes. Signatures transmitted by facsimile or Portable Document Format (PDF) shall be deemed to be original
signatures for all purposes.

 
14.13 Withholding Certificates. In order to comply with Section 1446 of the Code and the applicable Treasury Regulations thereunder each Member shall provide to

the Company a properly executed withholding certificate (e.g. W-8BEN, W-8IMY, W-9) certifying their status as a U.S. Person or non-U.S. person. Failure by any Member to
provide such withholding certificate shall authorize the Manager to withhold from such Member the amount required to be withheld under Section 1446 of the Code and the
Treasury Regulations thereunder in the event of the allocation to such Member of “effectively connected taxable income” as defined in the Code and the Treasury Regulations
thereunder.

 



14.14 Notices. Any notice, election or other communication provided for or required by this Operating Agreement shall be in writing and shall be deemed to have been
received (i) when delivered by hand or by email, or (ii) on the third calendar day following its deposit in the United States Mail, certified or registered, return receipt requested,
postage prepaid, or (iii) on the day after deposit with a national overnight courier service, properly addressed to the person to whom such notice is intended to be given at the
addresses provided by the Members:

 
Any Member shall have the right to change its designated address by delivery of notice of such change to the other Members in accordance with this Section 16.14.

Any such change shall be effective ten (10) days after receipt by the addressee.
 
14.15 Modifications. No change or modification of this Operating Agreement nor any waiver of any term or condition hereof shall be valid or binding upon the

Members, unless such change, modification or waiver shall be in writing and signed by all of the Members.
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14.16 Arbitration. Any dispute, controversy or claim arising out of or in connection with, or relating to, this Operating Agreement or any breach or alleged breach

hereof, upon the request of any party involved, shall be submitted to, and settled by, arbitration within Fulton County, State of Georgia, 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 the highest court of the forum, state or federal, having
jurisdiction. The expenses of the arbitration shall be borne equally by the parties to the arbitration; provided, however, that each party shall pay for and bear the cost of its own
experts, evidence and counsel’s fees; and provided further, however, that in the discretion of the arbitrator, any award may include the cost of a party’s counsel if the arbitrator
expressly determines that the party against whom such award is entered has caused the dispute, controversy or claim to be submitted to arbitration as a dilatory tactic.

 
14.17 Time. TIME IS OF THE ESSENCE OF THIS OPERATING AGREEMENT, AND TO ANY PAYMENTS, ALLOCATIONS, AND DISTRIBUTIONS

SPECIFIED UNDER THIS OPERATING AGREEMENT.
 
14.18 Recitals. The recitals to this Agreement are incorporated in, and made a part of, this Agreement.
 

[ Signatures set forth on following page ]
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IN WITNESS WHEREOF, the parties have entered into this Operating Agreement as of the day first above set forth.
 

 MEMBERS:
  
 JACOBY DEVELOPMENT, INC., a Georgia corporation
   
 By: /s/ James F. Jacoby
  Name: James F. Jacoby
  Title:   President
 
 Address: 8200 Roberts Drive, Suite 200
  Atlanta, GA 30350
 
 SGB DEVELOPMENT CORP., a Delaware corporation
   
 By: /s/ Paul Galvin
  Name: Paul Galvin
  Title: Chief Executive Officer
 
 Address: 195 Montague Street 14th Floor

Brooklyn Heights, NY 11201
 

 

 

 
EXHIBIT “A”

 
OWNERSHIP PERCENTAGES

 

Member  
Ownership
Percentage 

Jacoby Development, Inc.   90%
SG Development Corp.   10%
Total:   100%
 

 

 

 
EXHIBIT “B”

 
LEGAL DESCRIPTION OF PROJECT LAND



 

 
 

 

 

 
EXHIBIT “C”

 
SERVICE PROVIDER AGREEMENT BETWEEN THE COMPANY AND SG ECHO LLC

 
See Exhibit 10.2 on the Current Report on Form 8-K

 
 



Exhibit 10.2
 

FABRICATION AND BUILDING SERVICES AGREEMENT
 

THIS FABRICATION AND BUILDING  SERVICES AGREEMENT (this “Agreement”) is made and entered into as of June 24, 2021 (“Effective Date”) by and
between JDI-CUMBERLAND INLET, LLC, a Georgia limited liability company (the “Company”), and SG Echo, LLC, a Delaware limited liability Company, (the
“Manager”).

 
RECITALS

 
WHEREAS, the Company is currently owned by JACOBY DEVELOPMENT, INC. (“JDI”), and SGB Development Corp. (“SG DEV.”); and
 
WHEREAS, Manager is an affiliate of SG DEV.;
 
WHEREAS, the Company was formed for the purpose of:
 

(i) acquiring and owning the “Project Land,” as that term is defined in the Company’s Operating Agreement dated as of June 29, 2021 (the “Operating
Agreement”);
 

(ii) developing the improvements on the Project Land, including a marina, town center, apartments and single family units, townhomes, commercial,
retail and lodging buildings/structures, eco-tourism park, camping yurts, cabins and cottages (collectively the “Project Buildings”),

 
(c) developing, operating, improving, financing, refinancing, recapitalizing, leasing, managing, commercially exploiting and eventually selling the

“Project,” (as defined in the Operating Agreement”) and otherwise dealing with the Project for the benefit of the Company; and
 

WHEREAS, it is the intent of the Company that each member shall provide certain services to the Company including, but not limited to, the purchase and
development of Project Land, the construction of the Project, and the marketing and sale of the units contained therein.

 
NOW, THEREFORE,  in consideration of the foregoing premises, which are hereby incorporated into this Agreement as an integral part hereof and not as mere

recitals hereto, and of the promises and mutual covenants contained herein, and for other good and valuable consideration, the receipt and sufficiency of which is hereby
acknowledged, the parties hereby agree as follows:

 
II. SCOPE OF ENGAGEMENT

 
1.1 Provision of Services. The Company hereby retains the Manager for the purpose of designing, fabricating and installing the Project Buildings utilizing

modular structures fabricated by Manager (hereafter the “Services”). The Services do not include any site work, including construction of foundations, civil engineering,
provision of utilities etc., which shall be the sole responsibility of a designated entity hired by Company. The Manager shall provide the Services subject to the goals, policies,
objectives and directives established by the Company, from time to time, all of which shall be consistent with applicable municipal, state and federal law, as well as the
requirements of any applicable building codes. The Manager shall submit to the Company, for approval and payment, the design plans and drawings, budget (“Budget”) and
purchase orders, and any other agreements, necessary to design, building, fabrication and installation of the Project Buildings.

 

 

 

 
1.2 Standard of Performance. The Manager shall perform all Services for the account of and as agent of the Company. The Manager shall perform the

Services using commercially reasonable efforts consistent with industry standards. The Manager’s provision of the Services shall be subject to the control of the Company,
which shall have final authority in all matters relating to the operations.

 
1.3 Right of First Refusal; Right to Subcontract.
 
(a) Right of First Refusal. During the Term (as defined below) the Manager shall have the right of first refusal with respect to each segment, aspect or phase

of the construction of the Project Buildings i.e. single family units, townhomes, commercial, retail and lodging buildings/structures, camping yurts, cabins and cottages (each a
“Project Phase”). So long as Manager’s quote for a given Project Phase is no more than five (5%) percent (inclusive of all overhead, burden and profit) more than the average
of all bona fide, arm’s length bids (inclusive of all overhead, burden and profit and for substantially the same scope and quality of work) that the Company obtains from
reputable, unaffiliated builders, said Project Phase shall be awarded to Manager.

 
(b) Last Look. In the event that the Manager’s quote for a given Project Phase more than five (5%) percent (inclusive of all overhead, burden and profit) more

than the average of all bona fide arm’s length bids (inclusive of all overhead, burden and profit and for substantially the same scope and quality of work) the Company obtains
from reputable, unaffiliated builders, Manager shall nonetheless have the right to match such best bona fide, arm’s length offer and secure the work.

 
(c) Subcontracting. The Manager shall have the right to subcontract with any other persons or entities, including any affiliate of the Manager, for the

provision of any of the Services; provided, however, that the Manager shall remain obligated to the Company under this Agreement for any such subcontracted Services and the
Company shall be responsible for paying all fees or expenses owed to such subcontractors. Any third-party costs of additional services (i.e., those services outside of the
Manager’s obligations under this Agreement) shall be billed without mark-up and paid by the Company.

 
1.4 Authority. The Manager shall have the right to act as the agent of the Company in the procuring of licenses, permits and other approvals, the payment and

collection of accounts and in all other activities necessary, appropriate or useful to the Manager in carrying out its duties as specified under this Agreement. The Manager shall
have the further authority, without approval of the Company, to enter into any third-party contract on behalf of the Company the expense of which is either (i) included in the
Company’s Budget; or (ii) either a single contract or multiple contracts in the aggregate do not exceed the sum of $25,000 for items not included in the Company’s Budget.
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1.5 Retained Authority. Nothing in this Agreement is intended to delegate to Manager any of the powers, duties or responsibilities vested exclusively in the

Company by law or under the Operating Agreement.
 
1.6 Duties and Responsibilities of the Parties. During the Term of this Agreement, each party shall cooperate with the other to provide timely responses to

informational or other requests to enable all parties to perform their obligations and to enhance the success of the Project. Each party agrees not to undertake any actions or
activities, or fail to undertake any actions or activities such that the other party would be precluded from the due observance or performance of its duties and responsibilities



hereunder. Company shall cooperate with Manager in the fulfillment of its duties hereunder, including, without limitation, attending (or sending representatives to attend)
requested meetings, providing input to Manager, being available for consulting and signing documents and providing information with regard to necessary approvals or
permitting.

 
II. TERM

 
2.1 Term. The term of this Agreement shall commence as of the date hereof and shall continue in full force and effect for an initial term of three (3) years

(the “Initial Term”). At the end of the Initial Term or any Renewal Term (as defined below), and, subject to the Company’s right to terminate this Agreement upon a default as
provided for in Section 2.2, this Agreement shall automatically renew for successive two (2) year terms (each a “Renewal Term” and together with the Initial Term, the
“Term”).

 
2.2 Termination Upon Default. Upon thirty (30) days’ prior written notice, or ten (10) days’ prior written notice upon a payment default, either party (the

“Terminating Party”) shall have the right to terminate this Agreement upon a material breach of this Agreement by the other party (the “Breaching Party”). In the event
termination is for an alleged material breach other than a payment default, such notice shall describe in detail the basis upon which the Terminating Party believes such
termination is justified. Upon receipt of such notice, the Breaching Party shall have thirty (30) days, or ten (10) days with respect to a payment default, during which to cure
such alleged breach under this Agreement, and upon such cure being effected, this Agreement will continue in full force and effect; provided, however, that the Breaching Party
shall only be entitled to cure two (2) payment defaults in any one (1) calendar year; provided, further, that in the event a Breaching Party has a third payment default in any one
(1) calendar year, the Terminating Party shall be entitled to terminate this Agreement immediately upon written notice to the Breaching Party. Furthermore, if the Breaching
Party has diligently attempted to effect such a cure of a breach, other than a payment default, within such thirty (30) day period but cannot complete such cure because of the
failure of a third party (such as a governmental agency) to act within such period, then the Breaching Party shall have a reasonable time beyond such thirty (30) day period to
complete its cure of the alleged breach.

 
2.3 Termination Upon Bankruptcy. Either party may terminate this Agreement immediately, upon written notice to the other party, (i) if the other party

appoints or consents to the appointment of a receiver, trustee or liquidator of such party or of all or a substantial part of its assets, files a voluntary petition in bankruptcy, makes
a general assignment for the benefit of creditors, files a petition or an answer seeking reorganization or arrangements with creditors or to take advantage of any insolvency law,
or (ii) if an order, judgment or decree shall be entered by any court of competent jurisdiction, on the application of a creditor, adjudicating such party bankrupt or insolvent, and
such order, judgment or decree shall continue unstayed and in effect for any period of ninety (90) days.
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2.4 Payment Upon Termination. Upon termination of this Agreement, the Company shall owe the Manager the full amount of any fees owing and/or earned

or accrued pursuant to the terms hereof, up through and including the date of termination, all of which shall be paid within sixty (60) days of the termination. Upon termination
hereof, the Manager’s obligations to perform services hereunder shall cease completely; provided, however, that the Company and the Manager shall perform such matters as
are reasonably necessary, and requested in good faith by either party, to wind up their activities under this Agreement.

 
III. FEE FOR SERVICES

 
3.1 Reimbursement of Advances and Expenses. The Company shall reimburse the Manager for any amounts paid by the Manager during the Term of this

Agreement, if any, to subcontractors and vendors on behalf of Company (“Advances”) for services, supplies and equipment paid for by the Manager, all as set forth on the
approved Budget. Nothing herein shall be deemed to obligate the Manager to make any Advances on behalf of the Company. In addition, the Company shall reimburse the
Manager for reasonable out-of-pocket expenses (“Expenses”) incurred by the Manager and documented by receipts in connection with travel, lodging and meals of Manager
personnel who make on-site visits to the Project; provided that any individual expense or series of related expenses that in the aggregate exceed the sum of $1,000 must be
approved in advance and in writing by the Company.

 
3.2 Fees. During the Term, and provided the Manager is not in breach of this Agreement, the Manager shall be entitled to receive payment from the Company

as follows: for rendering the Management Services an annual or monthly fee equal to be set forth in the Budget (the “Management Fee”).
 

IV. INDEPENDENT CONTRACTOR STATUS
 
4.1 Contractors. Notwithstanding any provision contained herein to the contrary, each of the Company and the Manager understand and agree that the Services

hereunder shall be rendered by the Manager as an independent contractor, and therefore neither the Company nor the Manager is an employee, employer, partner, joint venturer,
or, except as explicitly provided for herein, agent of the other for purposes of this Agreement.
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V. INSURANCE AND INDEMNIFICATION

 
5.1  Required Coverages. During the Term of this Agreement and for an appropriate “tail” period thereafter, the Manager shall obtain on behalf of Company, or

assist the Company with obtaining, commercially reasonable insurance coverages on commercially reasonable terms and conditions, all at the Company’s sole cost and expense,
and to name the Manager, SG DEV. and JDI as an additional insured on all such policies, including the following insurance coverages:

 
a. Workers’ compensation coverage with statutory limits and Employer’s Liability coverage with minimum limits of $1,000,000 per accident for

bodily injury by accident, $1,000,000 policy limit by disease, and $1,000,000 per employee for bodily injury by disease;
 
b. Professional and comprehensive general liability insurance covering the Company, the Manager, SG DEV. and JDI in an amount at least equal to

$1,000,000 per occurrence, $3,000,000 in the annual aggregate and upon commercially reasonable terms and conditions, and excess insurance above professional and
comprehensive general liability insurance in an amount equal to at least $4,000,000 per occurrence and $4,000,000 in the annual aggregate; and

 
c. Property and casualty insurance covering the Company and SG DEV. against loss of or physical damage to the Project (or any modular units

consisting thereof) and the tangible assets used in connection with the rendition of the Services.
 

5.2 Indemnification by the Company. The Company hereby agrees to indemnify and hold the Manager, its affiliates and Company’s, and their respective
officers, directors, agents, Company’s and affiliates (each a “Manager Indemnified Party”) harmless from and against any and all claims, actions, liabilities, losses, costs and
expenses of any nature whatsoever, including reasonable attorneys’ fees and other costs of investigating and defending any such claim or action (a “ Loss”), which may be
asserted against any Manager Indemnified Party, in connection with the acts or omissions of the Company hereunder, but excluding any Loss arising as a result of the gross
negligence or willful misconduct of the Manager.

 



5.3 Indemnification by the Manager. The Manager hereby agrees to indemnify and hold harmless the Company, its members and affiliates and and their
respective officers, directors, employees agents (each an “Company Indemnified Party”) from and against any and all Losses which may be asserted against any Company
Indemnified Party in connection with the performance by the Manager of the Services, but excluding any Loss arising as a result of the gross negligence or willful misconduct
of a person over which it had no control over or responsibility for.
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VI. NOTICES

 
6.1 Written Notice. All notices, demands, requests and other communications or documents required or permitted to be provided under this Agreement shall

be provided in writing and shall be given to the applicable party at its address or facsimile number set forth below or such other address or facsimile number as the party may
later specify for that purpose by notice to the other party:

 
If to the Manager: SG Echo LLC
  
  
 Attention:  Paul Galvin, Manager
  
 With a copy of all notices to:
 Steven Soulios, Esq.
 Ruta Soulios & Stratis LLP
 ssoulios@lawnynj.com
  
If to the Company: JDI-Cumberland Inlet,  LLC
  
  
 8200 Roberts Drive, Suite 200
 Atlanta, GA 30350
 Attention: James F. Jacoby
 

Each notice shall, for all purposes, be deemed given and received:
 

a.  if given by facsimile, when the facsimile is transmitted to the party’s facsimile number specified above and confirmation of complete receipt is
received by the transmitting party during normal business hours on any business day or on the next business day if not confirmed during normal business hours;

 
b.  if by hand, when delivered;
 
c.  if given by nationally recognized and reputable overnight delivery service, the Business Day on which the notice is actually received by the party;

or
 
d.  if given by certified mail, return receipt requested, postage prepaid, five (5) Business Days after posted with the United States Postal Service.
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VII. MISCELLANEOUS

 
7.1 Authority. Each individual signing this Agreement warrants that such execution has been duly authorized by the party for which he is signing. The

execution and performance of this Agreement by each party has been duly authorized by all applicable laws and regulations and all necessary corporate action, and this
Agreement constitutes the valid and enforceable obligation of each party in accordance with its terms.

 
7.2 Agreement. This Agreement is an attachment to the Limited Liability Company Agreement of JDI-Cumberland Inlet, LLC and is not meant to supersede

such Operating Agreement but to add to its terms and conditions. This Agreement constitutes the entire agreement between the parties with respect to the subject matter hereof,
and no party shall be entitled to benefits other than those specified herein.

 
7.3 Governing Law. This Agreement shall be construed and enforced in accordance with the laws of the State of Georgia without regard to its conflicts of

law principles.
 
7.4 Interpretation. Wherever from the context it appears appropriate, each term stated in either the singular or the plural shall include the singular and the

plural, and pronouns stated in the masculine, the feminine or the neuter gender shall include the masculine, feminine and neuter. The term “person” means any individual,
corporation, partnership, trust or other entity. No provision of this Agreement shall be interpreted for or against either party hereto on the basis that such party drafted such
provision, each party having participated equally in the drafting hereof, and no presumption or burden of proof shall arise favoring or disfavoring any party by virtue of the
authorship of any of the provisions of this Agreement.

 
7.5 Headings. The headings used in this Agreement have been inserted for convenience and do not constitute provisions to be construed or interpreted in

connection with this Agreement.
 
7.6 Counterparts. This Agreement may be executed in two (2) or more counterparts with the same effect as if all parties hereto had signed the same

document. All counterparts shall be constructed together and shall constitute one agreement. Facsimile signatures on this Agreement shall be deemed to be original signatures
for all purposes. Signature pages transmitted electronically shall be treated as originals.

 
7.7 Amendments. This Agreement may be modified or amended only by a written instrument duly executed by each of the parties hereto.
 
7.8 Waiver. Failure by any party to enforce any of the provisions hereof for any length of time shall not be deemed a waiver of its rights set forth in this

Agreement. Such a waiver may be made only by an instrument in writing signed by the party sought to be charged with the waiver. No waiver of any condition or covenant of
this Agreement shall be deemed to imply or constitute a further waiver of the same or any other condition or covenant, and nothing contained in this Agreement shall be
construed to be a waiver on the part of the parties of any right or remedy at law or in equity or otherwise.
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7.9 Business Days. If any due date contained herein falls on a Saturday, Sunday or legal holiday, the due date shall be deemed to be the following business

day.
 
7.10 WAIVER OF JURY TRIAL. EACH PARTY HERETO HEREBY IRREVOCABLY WAIVES ANY AND ALL RIGHTS IT MAY HAVE TO

DEMAND THAT ANY ACTION, PROCEEDING OR COUNTERCLAIM ARISING OUT OF OR IN ANY WAY RELATED TO THIS AGREEMENT OR THE
RELATIONSHIPS OF THE PARTIES HERETO BE TRIED BY JURY. THIS WAIVER EXTENDS TO ANY AND ALL RIGHTS TO DEMAND A TRIAL BY JURY
ARISING FROM ANY SOURCE INCLUDING, BUT NOT LIMITED TO, THE CONSTITUTION OF THE UNITED STATES OR ANY STATE THEREIN, COMMON
LAW OR ANY APPLICABLE STATUTE OR REGULATIONS. EACH PARTY HERETO ACKNOWLEDGES THAT IT IS KNOWINGLY AND VOLUNTARILY
WAIVING ITS RIGHT TO DEMAND TRIAL BY JURY.

 
7.11 Severability. If any provision of this Agreement is held to be illegal, invalid or unenforceable under any present or future law, (a) such provisions will

be fully severable, (b) this Agreement will be construed and enforced as if such illegal, invalid or unenforceable provision had never comprised a part hereof, (c) the remaining
provisions of this Agreement will remain in full force and effect and will not be affected by the illegal, invalid or unenforceable provision or by its severance here from; and (d)
in lieu of such illegal, invalid or unenforceable provision, there will be added automatically as a part of this Agreement a legal, valid and enforceable provision as similar in
terms to such illegal, invalid or unenforceable provision as may be possible.

 
7.12 No Conflict of Interest. It is hereby acknowledged that the Manager and its affiliated companies are currently in the business of owning and operating a

manufacturing facility and providing construction, design, build and fabrication services and related services to other entities apart from the services that the Manager will
provide to the Company under this Agreement (the “Permitted Activities”), and the Company shall have no interest in whatsoever in such Permitted Activities. Nothing in this
Agreement shall prohibit the Manager or any of its affiliated companies from engaging in the Permitted Activities or from providing related services or engaging in other
activities.

 
7.15 Changes in Law. To the extent that changes in law or regulation or definitive changes in the construction of law or regulation articulated by an

appropriate regulatory entity, court of law or a mutually acceptable opinion of counsel require the restructuring of the relationship between the parties established by this
Agreement, the parties shall negotiate in good faith to amend this Agreement and otherwise restructure their relationship in order to effectuate their mutually agreed upon
purposes.

 
7.16 Force Majeure. If any of the parties hereto is delayed or prevented from fulfilling any of its obligations under this Agreement by “Force Majeure” (as

defined below), said party shall not be liable under this Agreement for said delay or failure. “Force majeure” shall mean any cause beyond the reasonable control of a party,
including, but not limited to, act of God, act or omission or civil or military authorities of a state or nation, fire, strike, flood, riot, hurricane, tornado, pandemic, or war delay of
transportation or any other act or omission beyond the reasonable control of a party.

 

8

 

 
7.17 Assignment. The Manager may not assign this Agreement without the prior written consent of the Company, except that such consent shall not be

required for an assignment to (i) any person or entity directly or indirectly controlling, controlled by or under common control with the Manager or to any entity owned by
Manager or its affiliates and Manager’s investment partner (if applicable), (ii) any entity that is, concurrently with such assignment, succeeding to substantially all of the assets
and liabilities of the Manager, or (iii) any entity or such entity’s affiliates that becomes the owner of the Manager’s or its affiliates’ interest in the Company. The Company may
not assign this Agreement without the prior written consent of the Manager, except that such consent shall not be required for an assignment to (i) any person or entity directly
or indirectly controlling, controlled by or under common control with the Company or to any entity owned by the Company or its affiliates and the Company’s investment
partner (if applicable) or (ii) any entity that is, concurrently with such assignment, succeeding to substantially all of the assets and liabilities of the Company. All of the terms,
provisions, covenants, conditions and obligations of this Agreement shall be binding on and inure to the benefit of the successors and assigns of the parties hereto.

 
[Signature Page to Follow]
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SIGNATURE PAGE TO FABRICATION AND BUILDING SERVICES AGREEMENT
 
IN WITNESS WHEREOF, the parties have executed this FABRICATION AND BUILDING SERVICES AGREEMENT on the date first above written.
 

 MANAGER: SG ECHO LLC
  
 By: /s/ Paul Galvin
  
 Printed Name: Paul Galvin
  
 Title: Manager
 
 COMPANY:  
 JDI-CUMBERLAND INLET,  LLC
  
 By: /s/ James F. Jacoby
 
 Printed Name: James F. Jacoby
 
 Title: President
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Exhibit 99.1
 

SGB Development Corp. Partners on Largest Project to Date
 

Company plans to build approximately 1,280 residential units on a 1,286 acre waterfront parcel in St. Marys, Georgia
 

 
 
JUNE 28, 2021 NEW YORK, NY -- (BUSINESS WIRE) -- SG Blocks, Inc. (NASDAQ: SGBX) (“SG Blocks” or the “Company”), a leading designer, innovator and
fabricator of modular structures, announced today that its development subsidiary, SGB Development Corp. (“SG DevCorp”), has acquired a 10% non-dilutable equity interest
in JDI-Cumberland Inlet, LLC, a Georgia limited liability company, contributing $3,000,000 in capital to develop Cumberland Inlet, a 1,286 acre waterfront parcel in historic
downtown St. Marys, Georgia. SG DevCorp in conjunction with Jacoby Development of Atlanta, Georgia expects to develop a mixed-use destination community. The closing
on the 1,286 acre waterfront parcel is scheduled to occur prior to the end of Q2 2021.
 
“We are thrilled to announce our latest SG DevCorp project to deliver approximately 1,280 cutting-edge modular units within the mixed use destination community in beautiful
St. Marys Georgia,” stated Paul Galvin, Chairman & Chief Executive Officer of SG Blocks. “The Cumberland Inlet project is envisoned to revitalize the downtown area, with
an emphasis on creating a community in harmony with the natural surroundings. We will be developing Cumberland Inlet in partnership with Jacoby Development, a highly-
regarded and experienced developer in the southeast United States. Jacoby has been coordinating over the last two years with community stakeholders in a Public/Private
Partnership (P3) to redevelop the waterfront parcel which previously was the site of a large pulp mill. This project also aligns with our vision for delivering product to
sustainable, resilient communities along the coast and should aid us in showcasing our technology to the world, allowing us to focus on manufacturing. We estimate that our
gross potential manufacturing revenue from this project will be approximately $180 million, being without a doubt, our largest SG DevCorp project to date.”
 

 

 

 
St. Marys, Georgia is experiencing a re-birth under its current municipal leadership, seeking to reposition itself as a premier waterfront community in southeastern Georgia, with
easy access to Cumberland Island by boat. Cumberland Island is the largest of Georgia’s barrier islands, is undeveloped, and has been designated as one of the most significant
natural assets in the US.
 
The plans for the site will consist of approximately 1,280 units made up of single family, multi-family, vacation and hospitality use, as well as a host of modern amenities for
residents and guests, including a full-service marina and village, upscale Eco-Tourism park inclusive of camping, yurts, cabins and cottages.
 
The development is expected to commence site work in the 4th quarter 2021, with initial deliveries of modular units expected in 3rd quarter of 2022.
 
About SG Blocks, Inc.
 
SG Blocks, Inc. is a premier innovator in advancing and promoting the use of code-engineered cargo shipping containers for safe and sustainable construction. The firm offers a
product that exceeds many standard building code requirements, and also supports developers, architects, builders and owners in achieving greener construction, faster
execution, and stronger buildings of higher value. Each project starts with GreenSteel™, the structural core and shell of an SG Blocks building, and then is customized to client
specifications. For more information, visit www.sgblocks.com.
 
About Jacoby Development, Inc.
 
Jacoby Development, Inc. (JDI) is a commercial real estate development firm with a 40-year track record of success. We have built a national reputation for the successful
redevelopment of underutilized commercial and industrial sites. Our complex and ambitious real estate evelopment projects emphasize community, livability and environmental
stewardship. Today, Jacoby Development is pursuing opportunities for mixed-use developments in unique natural environments. Our active projects present unique
opportunities to redevelop underutilized sites in unique natural settings. For more information, visit www.JacobyDevelopment.com.
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Safe Harbor Statement
 
Forward-Looking Statements Certain statements in this press release constitute “forward-looking statements” within the meaning of the federal securities laws. Words such as
“may,” “might,” “will,” “should,” “believe,” “expect,” “anticipate,” “estimate,” “continue,” “predict,” “forecast,” “project,” “plan,” “intend” or similar expressions, or
statements regarding intent, belief, or current expectations, are forward-looking statements. These forward-looking statements are based upon current estimates and assumptions



and include statements regarding plans to build approximately 1,280 residential units on a 1,286 acre waterfront parcel in St. Marys, Georgia, closing on the 1,286 acre
waterfront parcel occur prior to the end of Q2 2021, the project aiding the Company in showcasing its technology to the world, allowing it to focus on manufacturing, gross
potential manufacturing revenue from the project being approximately $180 million and commencing site work in the 4th quarter 2021, with initial deliveries of modular units
expected in 3rd quarter of 2022. While SG Blocks believes these forward-looking statements are reasonable, undue reliance should not be placed on any such forward-looking
statements, which are based on information available to us on the date of this release. These forward-looking statements are subject to various risks and uncertainties, many of
which are difficult to predict that could cause actual results to differ materially from current expectations and assumptions from those set forth or implied by any forward-
looking statements. Important factors that could cause actual results to differ materially from current expectations include, among others, the Company’s ability to develop the
waterfront parcel in St. Marys, Georgia as planned, the Company’s ability to position itself for future profitability, the Company’s ability to maintain compliance with the
NASDAQ listing requirements, and the other factors discussed in the Company’s Annual Report on Form 10-K for the year ended December 31, 2020 and its subsequent filings
with the SEC, including subsequent periodic reports on Forms 10-Q and 8-K. The information in this release is provided only as of the date of this release, and we undertake no
obligation to update any forward-looking statements contained in this release on account of new information, future events, or otherwise, except as required by law.
 
Investors: 
Stephen Swett
(203) 682-8377
investors@sgblocks.com
Source: SG Blocks, Inc.
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