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MOTION AND SUPPORTING MEMORANDUM
Respondents move for summary disposition under Rule 250, as directed by the
Commission’s 2/26/2019 order. The points supporting this motion are set forth below and in the

accompanying declaration of Hollis M. Greenlaw and exhibits.

I Respondents Should Be Allowed to Become Current in Reporting

On 11/9,11/13, and 11/16/2015, Respondents filed Form 10-Q periodic reports for the
period ended 9/30/2015. At that time, Respondents were, and had consistently been, current in
their periodic reporting. The Division of Enforcement seeks deregistration of Respondents’
securities under Securities Exchange Act §12(j) for delinquency in reporting thereafter.

In advising on delinquency in periodic reporting, the Division of Corporation Finance’s
Financial Reporting Manual, §1320.4, informs registrants that ordinarily to become current an
“omnibus” or “comprehensive” report is the proper method. The Manual says that “generally”
the Division “will not issue comments asking a delinquent registrant to file separately all of its
delinquent filings if the registrant files a comprehensive annual report on Form 10-K that
includes all material information that would have been included in those filings.”

Respondents are in the process of doing exactly this. Respondents’ independent auditors
EisnerAmper and Riveron Consulting are presently working to enable Respondents to promptly
file the following with the Commission:

¢ An “omnibus” comprehensive annual report on Form 10-K for the fiscal years ended
12/31/2015, 2016, 2017 and 2018, with audited financial statements, including
summarized unaudited quarterly information for 2017 and 2018; and

e Quarterly reports on Form 10-Q for the periods ended 3/31/2019 and 6/30/2019.

While issuers are regularly permitted to become current through such omnibus filings,
this case is very different from the typical delinquent filing case. Here, as described below, it is
especially appropriate to allow Respondents to use the omnibus approach and thus to become
current without deregistration in view of unique circumstances not found in any prior late filing
case the Commission has considered. An omnibus filing should be permitted here.

At the heart of any fair consideration of this matter is the indisputable fact that, beginning
in 2015, Kyle Bass and his Hayman Capital-related entities (collectively “Hayman’) perpetrated
a short-and-distort manipulation scheme, which included multiple materially false statements to
the SEC, other federal agencies, and the investing public, in order to profit by approximately
$48M from an undisclosed short position in UDF securities. When Hayman believed officials
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were too slow to take action on its bogus information, Hayman launched its own campaign to
publish materially false and fraudulent misrepresentations directly to investors and to
Respondents’ auditors in order to capitalize on its short position.

This targeted big-dollar campaign by Hayman to illegally manipulate the price of UDF
securities unquestionably prevented Respondents from obtaining the audited financial statements
and reviews they needed for periodic reporting. Respondents have since filed an action for
damages against Hayman in state court in Dallas, and the court has allowed Respondents to
obtain preliminary discovery to substantiate their claims against Hayman. After reviewing
Respondents’ submissions and holding a five-hour evidentiary hearing, the court denied
Hayman’s motion to dismiss and ruled that Respondents had made a prima facie case of
intentional business disparagement and tortious interference by Hayman. The denial of
Hayman’s dismissal motion is now on interlocutory appeal.

These circumstances must be considered by way of both defense and mitigation, and they
demonstrate that a suspension or revocation of registration is not necessary or appropriate in this
matter. The Commission has made plain that not every late filing case requires a §12(j) sanction.
Instead, in considering an appropriate remedy, the Commission “will consider, among other
things, the seriousness of the issuer’s violations, the isolated or recurrent nature of the violations,
the degree of culpability involved, the extent of the issuer’s efforts to remedy its past violations
and ensure future compliance, and the credibility of its assurances, if any, against further
violations.” Matter of Advanced Life Sciences Holdings, Inc.,2017 WL 3214455 at *3 (2017),
quoting Matter of Gateway International Holdings, Inc., 2006 WL 1506286 at *4 (2006).

“These factors are non-exclusive, and no single factor is dispositive.” Id.

We will discuss Hayman’s false and misleading statements to federal law enforcement to
perpetrate its manipulation (Point II below); Hayman’s false and misleading statements to
investors and auditors (Point III); Hayman’s misconduct that effectively blocked Respondents’
repeated efforts to get audits (Point IV); Respondents’ current ability to obtain audits, which are
presently underway (Point V); and finally the Commission’s articulated factors that under these
unprecedented circumstances should not result in deregistration, but should instead result in
permitting Respondents to efficiently become current with the omnibus filing that is already in
progress (Point VI).

IL. Hayman’s Misrepresentations to Federal Agencies While Secretly
Building a Massive UDF Short Position

Hayman commenced its manipulation scheme by making repeated false and misleading
statements about UDF to federal agencies, including the SEC Fort Worth Regional Office
(“FWRO?”), the Federal Bureau of Investigation (“FBI”), and the U.S. Attorney’s Office
(“USAQ”) for the Northern District of Texas, all while secretly building a huge short position:



e 1/1/2015-3/31/2015: Hayman has no short position in UDF IV before 1/1/2015. But by
3/31/2015, Hayman has built a 1,215,964 share short position in UDF. [Ex.3]' (In
building its short far beyond this initial position, Hayman works multiple angles: (i)
shorting UDF IV stock; (ii) shorting a basket of stocks it believed would trade in concert
with UDF; and (iii) marketing a “Real Estate Distressed Debt Opportunity Fund” (“DDO
Fund”) that would acquire valuable UDF properties at a discount following a prolonged
SEC enforcement investigation that would force UDF into bankruptcy.)

e 3/19/2015: Hayman delivers a 17-page presentation on UDF to FWRO and USAO.
Hayman falsely states that UDF “exhibits characteristics emblematic of a Ponzi-like
scheme” in which new invested capital “is used to fund distributions to existing
investors.” [Ex.1] Hayman then sets up a 4/3/2015 call with FWRO, and internally
discusses that Hayman’s goal is to “walk through” the presentation “and provide enough
specifics to set the hook with the hope that [they] request a follow-up to do the deep
dive.” [Ex.4 (emphasis added)]

e 4/17/2015: Hayman meets with FWRO, FBI, USAO. [Exs.5, 10] Hayman delivers a
misleading 80-page presentation on UDF that repeats the false statements in its 3/19/2015
presentation. But Hayman adds additional false claims, including that the “development
sites which secure UDF IV loans” show that “the loans are significantly
undercollateralized and would be impaired by potentially 50-75% under reasonable
valuation parameters”; that the explanation is “the relationship (and conflict of interest)
that exists between UDF IV’s manager/key executives and UDF IV’s largest borrower”;
and finally that UDF’s “business is about extracting an exorbitant amount of fees from
unsuspecting investors and perpetuating the scheme by continuing to funnel new
unsuspecting investors behind older investors.” [Ex.6, p.20]

e 5/26/2015: Hayman has a 5-hour meeting with FBI. After presenting “specific items”
that Bass wanted conveyed, Hayman’s representative reports back that FBI is “very
engaged.” Hayman’s short position reaches 1,767,471 shares (a $30.6M position)
through additional trading during the meeting with the FBI. [Ex.7] Hayman also emails
a 61-page “revised presentation” to FWRO. [Ex.8]

® 6/2-6/15/2015: Hayman meets at FWRO on 6/2/2015. [Ex.9] Hayman emails 13-page
presentation to FWRO on 6/12/2015. [Ex.11] Hayman has an “update” call with FWRO
on 6/15/2015, and misrepresents UDF V loan as an example of UDF’s Ponzi-like
structure and sends the same false and misleading information to the FBI. [Exs.5, 13, 14,
78]

! Exhibits cited herein are identified and incorporated in, and furnished with, the accompanying 3/28/2019 Hollis M.
Greenlaw Declaration.



o The 6/15/2015 communication illustrates Hayman’s approach to misleading
federal officials — a series of detailed false statements to create a larger false
picture. For example, discussing UDF V’s loan to Centurion’s Shahan Prairie
development, Hayman contrasts what it portrays as the “success” of the adjacent
Wildridge development to make it appear that Shahan Prairie was headed for
failure. Hayman falsely states that Wildridge is being developed in just 3 years
when in truth it was already held for 11 years (like Shahan), and presents photos
of a corner of the Shahan development to suggest no activity when available
aerials show substantial grading for development at Shahan.

6/23-6/25/2015: Hayman meets twice with FBI and provides additional false
information. [Ex.5] Again Hayman is shorting around the meetings with the FBI, and by
6/30/2015, Hayman’s short position jumps to 2,067,513 shares. [Ex.3]

7/31/2015: Hayman’s UDF short position reaches 2,242,513 shares. [Ex.3] Hayman
separately begins shorting a “basket” of other securities that Hayman expects will be
impacted by a negative UDF event.” [Exs.16, 17]

8/18/2015: Hayman internally reports that its “UDF basket” of short positions in non-
traded REITs, expected to “react/trade in sympathy following a UDF event,” has reached
$58.2M (5.6% of its AUM), and that it has prepared a new 55-page presentation on UDF
“to send to the relevant authorities” that day “and follow up with a call.” [Exs.18, 19]
Hayman has call with FWRO on 8/26/2015. [Ex.5]

8/31/2015: FWRO meets with UDF auditor Whitley Penn, questions whether UDF has
misled Whitley Penn about a particular spreadsheet relating to one borrower, and
prohibits Whitley Penn from asking UDF questions about the spreadsheet. Whitley Penn
adds six additional procedures to its 3Q2015 review as a result of this meeting, but does
not withdraw prior opinions.

9/20/2015: Hayman planning for its DDO Fund to buy UDF assets after a negative UDF
“event.” Plan is to deploy $100M of capital, with the general partner getting 30% of the
profit “split,” plus fees of $15M to $25M. [Ex.20]

9/25/2015: Hayman holds pitch meeting for its DDO Fund. Pitch premised on
purchasing UDF assets cheaply after SEC puts UDF into bankruptcy/receivership.
Hayman says its “well planned strategy” will give its fund “first mover advantage” to
capitalize on the upcoming “news about UDF.” Hayman presentation stated that “30
priority assets in the DFW area have already been identified [including Shahan Prairie]
and preliminary diligence on collateral values is largely complete; senior lenders in each
situation have also been identified.” [Exs.21, 22]



11/12/201S: Just as UDF is filing its Forms 10-Q, Hayman provides FWRO with draft
letter that Hayman plans to send anonymously to UDF’s auditors, Whitley Penn. Draft
letter given to FWRO misrepresents, among other things, “likely material misstatements”
in UDF’s financials; loan values “likely materially overstated”; “inflated management

fees”; UDEF’s largest borrower “likely insolvent”; “material conflicts” with largest
borrower. [Exs.27, 28]

11/9, 11/13,11/16/2015: UDF files its quarterly reports on Form 10-Q. Days later,
Whitley Penn advises UDF that it will not stand for reappointment as UDF’s auditor.
UDF immediately begins approaching other audit firms to engage so that UDF can
remain current in its periodic reporting. UDF ultimately selects Grant Thornton to be its
new auditor.

As described below, Hayman next proceeded to aggressively push its campaign of

misrepresentations out directly to unsuspecting investors and auditors. This scheme paid off
handsomely for Hayman. On ultimately closing out its massive and undisclosed UDF short
position later in 2016, Hayman reaped approximately $48M in profits through its unlawful
manipulation of UDF’s stock price.

III. Hayman’s Misrepresentations to UDF Investors and Auditors
While Cashing in on Its Massive UDF Short Position

By 11/24/2015, Hayman’s carrying costs on its UDF short position were over $84,000

per day, and Bass was proclaiming that a negative UDF event “will happen in December one
way or the other.” [Ex.24] On 12/4/2015, Hayman’s UDF short position was 3,337,350 shares
($58M), with its trader under orders to “short as much UDF everyday as we can get a locate on.”
[Ex.30]

Success on Hayman’s massive short bet against UDF was critical for Hayman during this

2015-16 timeframe. Bass and Hayman’s overall performance was then being questioned in the
press, amid reports that investors were withdrawing their capital:

“Bass has had a dismal time of it recently in the land of investment. Suddenly, the
former luminary can’t seem to get anything right. ... And by Bass’ own admission in a
recent interview..., things aren’t looking all that good in 2015. ‘It’s been a tough year,’
he acknowledged. ...” Barron’s, “Kyle Bass’ Comeback Plan” (8/13/2015). [Ex.89]

“Over the past ... nearly eight years, Hayman Capital’s main fund had an annualized
performance of just 1.56 percent, according to calculations from Hayman Capital letters
to investors, which were obtained by The Post. That’s slightly better than a Treasury
bond ETF — but not much else. After a 1.4 percent loss last year [2014], investors had
enough. They pulled out almost a quarter of the firm’s capital, forcing Bass to liquidate
most of his stock portfolio by year end, according to Hayman documents and regulatory
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filings. ...” New York Post, “Kyle Bass’ Post-Crash Returns Small-Caliber” (8/22/2015).
[Ex.90]

e Problems for Hayman were continuing. Reporting on Hayman’s bet on the oil market in
early 2016, “[f]or Bass, the low [oil] prices have resulted in a 7% loss in his main fund
this year, and the biggest losing streak in the history of his Hayman Capital, the Wall
Street Journal reported. In the same period, the S&P 500 has gained 1.3%. ‘I had no idea
crude would fall so low,’” Bass said in an interview with the Journal, acknowledging that
he bought in too early. ... In a January episode of Wall Street Week, Bass noted that his
fund in 2015 suffered ‘one of the worst years in the last ten....” Fortune, “The Price of
Oil is Slamming Kyle Bass’ Hedge Fund” (5/23/2016). [Ex.91]

By late October 2015, with still no SEC or FBI action generating Hayman’s desired
public negative event as to UDF, Hayman adopted a new proactive approach that involved
making material misrepresentations directly to investors through the media and internet posts,
and presenting similar misrepresentations to UDF’s auditors, with direct consequences for
UDF’s ability to produce audited financials:

e 11/20/2015: Hayman sends an expanded misleading presentation on UDF to the Wall
Street Journal, having previously told WSJ reporter on 11/3/2015 that Hayman “will be at
your service as you work through this Ponzi scheme.” Also sends a misleading
presentation to a Dallas-based news magazine, and has a 90-minute follow-up call to the
reporter on 11/20/2015. [Exs.26, 29]

e 12/4/2015: Hayman delivers a revised version of its anonymous false and misleading
letter to UDF’s former auditor, Whitley Penn. Hayman copies Wall Street Journal,
telling reporter that letter “will likely become public next week,” and that the public
release “will also be done anonymously.” Also copies SEC and FBI. [Exs.31, 32, 33]

o In the anonymous letter to Whitley Penn, Hayman challenges auditor’s statement
(“which shareholders and the market have clearly relied upon”) that it had no
disagreements with UDF management and no reportable events, and questions
whether auditor “intentionally, recklessly or negligently ignored obvious red
flags.” Hayman misrepresents, among other things, that loan values “appear to be
materially overstated”’; management fees were improperly inflated; loans to
UDF’s largest borrower Centurion “do not appear to be arms-length”; Centurion
“may be insolvent”; “material conflicts exist” with Centurion; UDF operates
“similar to a Ponzi scheme.”

e 12/10/2015: Hayman’s short position in UDF stands at 3,437,250 shares [Ex.3], and it
holds an additional short position in its “UDF basket” of other REITs and stocks expected
to “react/trade in sympathy following a UDF event.”



12/10/2015: Hayman anonymously publishes on the Harvest Exchange “investor
community” website the first in a series of anonymous and misleading Hayman posts
about UDF (“A Texas-Sized Scheme Exposing the Darkest Corner of the REIT
Business™), and sends the link to multiple media outlets. Hayman also anonymously
posts its 12/4/2015 anonymous letter to the auditor Whitley Penn. [Exs.34, 35] UDF
stock price immediately drops from $17.60 to $9.46, wiping out $237M in shareholder
value in just one day.

o On 12/9/2015, the day before the 12/10/2015 anonymous post that crashed UDF’s
stock price, Hayman’s GC again previews an advance copy of the post to the
FWRO, FBI and USAO. On the evening of 12/9/2015, the FWRO emails back
“Thank you for the heads up.” (Hayman otherwise remains anonymous in its
series of posts attacking UDF until Hayman launches its UDFExposed website on
2/2/2016, below.)

o From Hayman’s 12/10/2015 anonymous post: “The UDF umbrella exhibits
characteristics emblematic of a Ponzi scheme: (1) new capital, both equity and
debt, is used to fund distributions to existing investors; (2) subsequent UDF
companies provide significant liquidity to earlier vintage UDF companies,
allowing them to pay earlier investors; and (3) if the funding mechanism
funneling retail capital to the latest UDF company is halted, the earlier UDF
companies do not appear to be capable of standing alone and the entire structure
will likely unravel, with investors left holding the bag.”

12/11-12/15/2015: Hayman publishes four more anonymous posts and provides them to
FWRO and FBI. Posts call UDF a “Ponzi scheme,” describe UDF as “underwater,”
allege “potential misappropriation,” question whether UDF was a “legitimate lender,”
claim UDF’s largest borrower “may be insolvent,” and question “veracity” of UDF’s
auditors. [Exs.36, 40, 42]

o Hayman’s 12/11/2015 post compares UDF’s “scheme” to “Enron, Madoff, and
Stanford,” and contains multiple material misrepresentations about the status of
several developments funded by UDF. Its 12/14/2015 post recaps prior
misleading posts with links. Its 12/15/2015 post contains material
misrepresentation about UDF and its largest borrower.

12/23/2015: Hayman begins working with PR consultants to “control the situation,
manage inbound and outbound communications and escalate issues as necessary.” “An
example of controlling the narrative would be to be offer an exclusive on or off the record
to a national media outlet ... in order to generate increased awareness around both the
situation and Hayman’s Capital’s position.” The PR firm also suggests monitoring online
and offline conversations to “control message.” [Ex.43]



1/2016: Hayman begins to effectuate its “Communications Campaign” against UDF,
including “paid amplification,” “paid support for media coverage,” “paid support to drive
microsite traffic,” and “paid Twitter to micro target followers of” reporters covering
story. Hayman identifies existing outreach to FWRO and FBI to be used as what it calls
“3rd Party Influencers.” Hayman registers “UDFExposed.com” site. [Exs.43, 44, 45]

99 <6,

o 1/4/2016: Hayman discusses with PR consultants at Edelman the need to clearly
communicate “the summary concepts of A) UDF’s ponzi-like real estate scheme,
B) management’s continually misleading investors / management’s lack of
credibility, C) the insolvency of UDF’s borrowers and D) ultimately the
insolvency and likely bankruptcy of UDF IV.” Hayman explains this is “key if
we want to communicate how this all translates to the pending impact to UDF’s
share price.” [Ex.46]

o 1/22/2016: Hayman and Edelman PR team planning detailed “media blitz”
around “launch day” for Hayman’s UDFExposed website. [Ex.47]

1/29/2016: Hayman previews the “udfexposed” website with the FBI and informs them,
“We will be going live with our website next Tuesday [2/2/2016]. It is still under
embargo as we put the finishing touches on it but I am going to include the site and
passwords for you to look through it now... Password: letmein.” [Ex.92]

2/2/2016: Hayman’s UDFExposed.com website goes live. Hayman’s “plan is to
promote the website tomorrow and begin media outreach following Kyle’s appearance on
CNBC.” Hayman has “communicated our plans to the SEC and FBI” (which executes a
search warrant at UDF’s offices two weeks later, on 2/18/2016). [Exs.48, 49]

o On its UDFExposed website, Hayman finally sheds its anonymity and refers to
UDF as a “billion dollar house of cards” it is “exposing.” Says it is shorting UDF
IV based on Hayman’s “research” showing it is a billion-dollar “Ponzi” preying in
retail investors. Says UDF is a “significant bankruptcy risk” that is on the “verge
of collapse.” Also posts several tabloid-style “research” reports that expand on its
material misrepresentations. [Ex.50]

o Hayman publicly states for the first time that it is short UDF IV stock and that it
will profit if the price declines

o Hayman kicks off its UDFExposed website with 5 separate posts: (i) “How the
Scheme Works, From One UDF Fund to the Next”; (ii) “UDF’s High Flying
Conflicts of Interest”; (iii) “A Rolling Loan Gathers No Loss: Irregular Patterns
Related to UDF’s Largest Borrower”; (iv) “Anatomy of a Billion Dollar House of
Cards: The Case Against UDF IV”; and (v) “Shareholders in UDF’s Public


https://UDFExposed.com
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Companies are being victimized by a Ponzi-like real estate scheme to keep the
companies afloat.”

2/4/2016: Hayman analyst expresses concern about losing control of the public narrative
by having thie website live but not promoting it publicly, saying, “I just don’t like the fact
that the website is just sitting out there to be found and leaked by a blog at any time, we
partially lose control in that environment.” [Ex.51]

2/4/2016: Hayman begins what it calls its “massive push” against UDF, and instructs
Hayman personnel to “make sure each and every plaintiffs attorney gets the website”
UDFExposed.com. The “massive push” includes buying Google marketing links to drive
UDF search traffic to Hayman’s UDFExposed website. [Ex.52]

2/5/2016: Hayman succeeds in getting wide press coverage of its UDFExposed.com
misrepresentations. The market reacts quickly as UDF stock drops in that single day
from $10.13 to a low of $5.21, a further $151M decline in market cap.

o Hayman emails FINRA, calling UDF a “scheme” that is “ongoing” and
“continues to take advantage of small mom and pop investors.” Hayman’s Kyle
Bass then internally comments “Bombs away.” [Tab 53]

2/12/2016: Hayman’s Kyle Bass is quoted extensively in The Dallas Morning News.
Claims Hayman made big profits shorting UDF IV, and that his actions stopped UDV V
from completing a large capital raise, calling it his “civic duty.” Compares UDF’s
denials of Hayman’s allegations to how Bernie Madoff would respond.

2/16/2016: Hayman publishes another post on its UDFExposed website entitled “UDF
Management Lacks Credibility — How UDF Management Has Not Recognized Realized
Losses in a Public Affiliate.”

2/18/2016: After hearing months of Hayman’s repeated false Ponzi and other allegations
against UDF, the FBI executes search warrant at UDF’s headquarters. Media is onsite to
videotape the FBI-jacketed agents entering UDF’s building and carrying out boxes of
UDF materials into waiting FBI vans. The video of the raid appears on television news,
in addition to print media coverage. Nasdaq suspends trading in UDF stock, with last
trade at $3.20.

4/2016: Grant Thornton, after meeting extensively with UDF and assembling an audit
engagement team, advises UDF that it has determined not to move forward with its
preparations to become UDF’s auditor.
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5/12/2016: Hearing that UDF has not yet been able to formally engage a new auditor,
Hayman’s Bass responds that this “is a great sign,” and expresses frustration that UDF
has not been delisted. [Ex.55]

6/8/2016: UDF announces that it has engaged EisnerAmper as its new auditors. [Ex.57]
Several days later, EisnerAmper gets an anonymous package containing Hayman’s
UDFExposed.com materials [Ex.59].

8/11/2016: Hayman continues efforts to block UDF from getting audited financials
needed for periodic reporting. Hayman’s PR firm Edelman circulates its “UDF Exposed
Paid Promotion Strategy,” involving a targeted multi-week campaign to respond to
“Hayman’s desire to push the UDF presentation to a primary audience of
accounting/auditing firm employees.” This will let Hayman “narrowly target accountants
at targeted firms in the [Dallas-Fort Worth] area.” Some of the targeting was once again
intended to be anonymous, with “promoted dark posts from Hayman’s account that are
targeted toward these segment(s) but will not be seen by the general public when they
view Hayman’s profile.” [Ex.62]

8/11/2016-9/9/2016: To impede UDF’s audit process in advance of the 9/12/2016
Nasdaq deadline, Hayman publishes additional misleading posts on UDFExposed.com.

o 8/11/2016: Post entitled “Is UDF IV a Legitimate Real Estate Investment Trust?”
Hayman’s messaging points for this post include, “The information provided in
the presentation posted to UDFexposed.com is highly relevant to the audit work
currently being conducted by UDF’s auditor.” On this same day, Hayman’s PR
consultants prepare the UDF Exposed Paid Promotion Strategy described above
that was targeted at “a primary audience of accounting/auditing firm employees.”

o 8/30/2016: Post entitled “UDF’s Ponzi-Like Real Estate Scheme Continues to
Unravel: The Precarious Preston Manor.”

o 9/9/2016: Post entitled “UDF’s Ponzi-Like Scheme Continues to Unravel: The
Northpointe Crossing Quandary.” The Hayman analyst writes about this post, I
know Friday afternoon is not an optimal to release but we’re not exactly going for
a media rush so we just want to get out before the weekend.” [Ex.93]

9/14/2016: UDF IV announces that Nasdaq has granted an extension to 10/17/2016.
[Ex.85] Kyle Bass emails the Hayman analyst, “We will discuss UDF at 1 pm today
Parker.” [Ex.86] Kyle Bass then sends a calendar invitation with the subject, “KB, PL,
JL to discuss UDF listing Status and next steps.” [Ex.87]

9/29/2016: FWRO issues Wells notices to UDF and individuals.
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e 10/4-10/12/2016: After UDF’s Nasdaq deadline is extended to 10/17/2016, Hayman
takes further actions to impede UDF’s audit process and influence Nasdaq’s listing
decision.

o 10/4/2016: Hayman engages law firm Morgan Lewis to send a letter to Nasdaq
on its behalf regarding the continued UDF halt. The letter makes no reference to
Hayman’s multiple attempts to influence the auditors and delay the audit. Instead,
“Hayman requests that the Panel not grant UDF any further extensions.” [Ex.88]

o 10/5/2016: Misleading post entitled “A UDF Residential Development Life
Cycle: Alpha Ranch — Four Years Later.”

o 10/12/2016: Misleading post entitled “United Development Funding IV Stated
Financial Position vs. Reality.”

e 10/19/2016: UDF resumes trading in the grey market, closing at $1.75 Its $1 low
represents a nearly $500M market cap decline since Hayman began its scheme. Within
days, Hayman covers its short position, reaps approximately $48M in profits, and ceases
its campaign against UDF.

Hayman’s campaign against UDF thus resembles a case the Commission filed just a few
months ago, SEC v. Lemelson, 18-cv-11926 (D. Mass.), L.R. 24267,2018 WL 4431430
(9/13/2018). As alleged in the Commission’s litigation release: Lemelson and his advisory firm,
after taking a short position for their hedge fund, “issued false information about” Ligand, a
publicly-traded pharma company, through “written reports, interviews, and social media” to
spread untrue claims, “including that Ligand was ‘teetering on the brink of bankruptcy,”” and
that its own IR firm agreed that Ligand’s flagship drug “was going to become obsolete.” This
alleged short-and-distort scheme yielded “more than $1.3 million of gains” after “Ligand’s stock
lost more than one-third of its value during the course of Lemelson’s alleged scheme.” Several
weeks ago, the court sustained the Commission’s fraud complaint under Securities Exchange Act
§10(b) and Rule 10b-5, Dkt. #29 (1/23/2019). The $1.3M in profits alleged in Lemelson pales in
comparison with Hayman’s profits of approximately $48M.

Meanwhile, the independent trustees on UDF IV’s audit committee had retained law firm
Thompson & Knight, assisted by independent forensic accountants from PwC, to conduct an
independent investigation into Hayman’s allegations. This included individual interviews,
analysis of thousands of relevant documents, searches of 1.7 million emails, and analysis of
financial reporting. After four months of work, the investigators concluded that there was no
evidence of fraud or misconduct; no evidence to substantiate Hayman’s Ponzi allegations; no
evidence of deception; no evidence that Whitley Penn was misled; and no evidence of efforts to
defraud investors. Thompson & Knight and PwC presented these findings to the FWDO on 4/12
and 4/26/2016, and to the FBI and USAO on 5/11/2016.
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IV. Hayman Manipulation’s Impact on UDF’s Periodic Reporting

While Hayman made an illegal fortune at the expense of investors in UDF, Hayman’s
scheme also thwarted UDF’s extensive efforts to engage auditors to allow it to resume periodic
reporting, as described below. Each current or prospective auditor felt Hayman’s barrage.

Grant Thornton. Following Whitley Penn’s declination, UDF promptly began a search
for a new audit firm. Over the next two months, UDF approached EY, PwC, KPMG and Grant
Thornton. UDF proceeded with Grant Thornton as its new auditor. Grant Thornton thereupon
met extensively with UDF and assembled an engagement team in preparation for being formally
engaged as auditors. This would have allowed UDF to continue its periodic reporting.

As noted above, however, Hayman launched its UDFExposed website containing
material misrepresentations about UDF in early February, whereupon UDF stock dropped
sharply. Hayman’s Bass followed up with a 2/12/2016 press interview calling UDF a Ponzi and
comparing it to Madoff. After communicating with Hayman, the FBI executed a search warrant
at UDF headquarters with a television crew recording the event.

Just a few weeks later, in April, Grant Thornton responded to Hayman’s above-described
multi-faceted campaign against UDF. Grant Thornton’s response was to advise UDF that it had
made a determination not to move forward with the steps it had taken to become UDF’s auditor.
This left UDF without an auditor, which it would obviously be required to have in order to
continue its periodic reporting.

EisnerAmper. With Grant Thornton deciding not to proceed as UDF’s auditor, UDF
proceeded to contact Crowe Horwath and other audit firms for possible engagement. In June
2016, UDF engaged EisnerAmper as its new auditor, and disclosed the engagement on Form 8-
K. However Hayman continued to interfere with UDF’s audit process by forwarding anonymous
and other misleading submissions directly to UDF’s new auditor EisnerAmper, which continued
to have the intended effect of impeding the audit.

Over the ensuing months Hayman also continued to post false statements on its
UDFExposed website. Hayman particularly stressed its Ponzi allegations. These Hayman
claims were also reported in the Dallas news media. Hayman also used its professional
marketing firm to craft a negative digital campaign specifically targeting “accounting/audit firm
employees” through social media in the Dallas area.

On 9/29/2016, with Hayman’s campaign against UDF in its 18th month, the FWRO
issued Wells notices to UDF III, UDF IV and seven individuals associated with UDF, and a
Wells notice to another individual on 10/14/2016. EisnerAmper thereupon advised that it would
not move forward with its UDF audit work until after it had reviewed and fully considered the
Wells submissions then being prepared.

12



In addition, EisnerAmper required UDF to engage a third party to review a select number
of portfolio loans, together with historical loan narratives, on a quarterly basis from 12/31/2014
forward. This included assembling all loan underwriting documentation for that time period. In
October 2016, UDF engaged Riveron Consulting as the third party to perform this additional
work. The scope of the Riveron Consulting engagement was later expanded to include the entire
loan portfolio.

The FWRO determined on 11/9/2016 to provide UDF with certain materials as “Wells
discovery.” After reviewing these materials, UDF filed its Wells submission on 12/23/2016. In
mid-2017, the FWRO indicated that it was prepared to recommend a resolution that would not
charge a scienter-based violation, that would not include any officer-and-director or other bars or
suspensions, and that would conclude the matter as to UDF III, IDF IV and five individuals.
UDF thereupon indicated that they would agree to settle, without admitting or denying, on this
non-scienter basis.

In coming to this settlement recommendation, the FWRO necessarily rejected Hayman’s
relentless misrepresentations about UDF to federal officers, and then to UDF’s investors and
auditors. Contrary to what Hayman had been misrepresenting to federal officers, investors and
auditors, UDF was not a “billion dollar house of cards,” was not a billion-dollar “Ponzi” preying
in retail investors, and was not a “significant bankruptcy risk” on the “verge of collapse.”

The settled complaint, filed in July 2018, included non-scienter charges under Securities
Act §§17(a)(2) and (3), and related non-scienter reporting, record-keeping and internal controls
charges, alleging that UDF (i) had “not adequately disclosed” that UDF IV funds could be loaned
to developers to use to pay down UDF III loans; (ii) “failed to adequately disclose the nature of
multi-phase projects” that began with the acquisition of unimproved properties; and (iii) while
UDF III’s financial statements reflected general reserves, it failed to take a specific impairment
when “unlikely to fully collect on an approximately $80 million loan to its second largest
borrower.”

V. With Hayman’s Manipulation Campaign Concluded, the Audit
UDF Has Consistently Sought Is Now Possible

On 6/2/2017, as part of UDF’s continuing efforts to become current in its periodic
reporting, UDF met with EisnerAmper’s Risk Management Office and its General Counsel’s
Office to discuss the FWRO’s proposed non-scienter settlement. At this meeting, EisnerAmper
advised that it was prepared to proceed, and that it would be able to rely on management’s
representations in connection with the audit, but only if the FWRO’s charges remained non-
scienter and did not ultimately result in any officer or director bars.

The FWRO discussed the non-scienter settlement terms and language with UDF on

7/5/2017, and both sides continued to work to finalize the non-scienter settlement. On
8/31/2017, the FWRO had UDF execute four-month tolling agreements, to 12/26/2017. The
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FWRO said it would send its settlement recommendation to the Commission during the week of
12/20/2017. Thereafter, the FWRO had UDF further toll for an additional eight months, to
3/26/2018, to 6/19/2018, and to 8/20/2018.

During Fall 2017, EisnerAmper received audit materials and was ready to proceed.
Approximately eight months later, the FWRO obtained Commission approval of the non-scienter
settlement on 6/18/2018. The FWRO filed the case on 7/3/2018, and the court entered the
consent judgment on 7/31/2018.

Following entry of the non-scienter consent judgment on 7/31/2018, UDF was for the
first time since late 2015 able to obtain the audit it had consistently sought during Hayman’s
manipulation campaign — first from Grant Thornton and other firms UDF approached, and
ultimately from EisnerAmper — and thus to again become current in its periodic reporting.
However just a few weeks later, this proceeding was instituted on 9/24/2018. Both EisnerAmper
and Riveron Consulting remain engaged, and both are at work on the audit and related services.

VI.  Under the Commission’s Decisional Factors for §12(j) Cases,
There Should Be No Deregistration of Respondents’ Securities

Under the particular facts and circumstances described above, and with an audit
underway, deregistration or suspension of Respondent’s securities would be unnecessary and
inappropriate. In deciding §12(j) cases, the Commission has said it “will consider, among other
things, the seriousness of the issuer’s violations, the isolated or recurrent nature of the violations,
the degree of culpability involved, the extent of the issuer’s efforts to remedy its past violations
and ensure future compliance, and the credibility of its assurances, if any, against further
violations.” Matter of Advanced Life Sciences Holdings, Inc.,2017 WL 3214455 at *3 (2017),
quoting Matter of Gateway International Holdings, Inc., 2006 WL 1506286 at *4 (2006).

“These factors are non-exclusive, and no single factor is dispositive.” Advanced Life
Sciences at *3. In weighing these factors, Commission begins by assessing the seriousness of
violation, recurrent nature, and degree of culpability factors. If the Commission finds the facts to
be serious under these three factors, it then it applies a “strong presumption in favor of
revocation” unless there is a “strongly compelling showing” on the remaining two principal
factors — the remedial efforts to ensure compliance factor, and the credibility of assurances
against future violations factor. Id. at *3-*4.

In the factors discussed in Advanced Life Sciences and other cases, the Commission has
made plain that it does not view Section 12(j) as a strict liability provision. Instead, consistent
with due process, the Commission requires each Section 12(j) case to be resolved based on a
careful consideration and weighing of the particular evidence presented against clearly
articulated factors. In this respect, the Commission has confirmed that its Section 12(j) cases are
part of the Commission’s and the courts’ longstanding approach to administrative adjudication
illustrated in cases like Matter of KPMG Peat Marwick LLP, 2001 WL 47245 at *98-99 and
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n.115 (Jan. 19, 2001), aff’d, 289 F.3d 109, 120 (D.C. Cir. 2002), citing and relying on the D.C.
Circuit’s decision in SEC v. Steadman, 967 F.2d 636, 647-648 (D.C. Cir. 1992).

(1)  Seriousness, Recurrence and Culpability Factors. Under the unique facts
presented here, these three factors do not warrant deregistration. As detailed above, after
Hayman built a huge and secret short position while engaging in months of repeated
misrepresentations to federal officers at both the FWRO and the FBI, the FWRO told Whitley
Penn that UDF had misled Whitley Penn about a spreadsheet. In this environment it was not
surprising, and certainly not UDF’s fault, that Whitley Penn declined to continue as UDF’s
auditor. Notably, Whitley Penn still determined there were “no reportable events” to disclose.
Shortly thereafter, Hayman sent a 12/4/2015 anonymous letter to Whitley Penn challenging this
determination, accusing Whitley Penn of ignoring “obvious red flags,” accusing UDF of
operating a Ponzi scheme, and contending that UDF’s largest borrow Centurion may be
insolvent. And a few days later, on 12/10/2015, Hayman anonymously posted its anonymous
Whitley Penn letter online. Imagine any issuer trying to engage a new auditor after such an
attack on an outgoing auditor.

To remain current in its periodic reporting, UDF then quickly approached EY, PwC,
KPMG and Grant Thornton to take over as auditor, ultimately determining to engage Grant
Thornton, which then met extensively with UDF and assembled an engagement team in
preparation for being formally engaged. However by then Hayman had moved on to the second
stage of its short-and-distort manipulation, which began with its series of anonymous posts and
continuing with its professional “Communications Campaign” and “media blitz” against UDF,
and then proceeded on to Hayman’s “massive push” on its new UDFExposed website calling
UDF a Ponzi and a “significant bankruptcy risk” that was “on the “verge of collapse.” A few
days later, the FBI raided UDF’s headquarters with the television camerasrolling. Whereupon
Grant Thornton abandoned its ongoing steps to take over as UDF’s auditor in April. Hayman’s
Kyle Bass then commented internally on 5/12/2016 that it was a “great sign” that UDF did not
yet have a new auditor.

UDF kept trying and proceeded to approach more audit firms including Crowe Horwath.
In June UDF was able to engage EisnerAmper as its auditor, which it announced in a 6/8/2016
Form 8-K. However several days later EisnerAmper received an anonymous package containing
Hayman’s UDFExposed materials. And a few weeks later, on 8/11/2016, Hayman’s PR firm
Edelman circulated a new Hayman strategy to push its UDF allegations “to a primary audience
of accounting/auditing firm employees” to “narrowly target accountants at targeted firms in the
area.” The following month, the FWRO issued its 9/29/2016 Wells notices to UDF.

Understandably, EisnerAmper stood back from audit work and told UDF it first wanted
to see the Wells submissions and then to see confirmation that the matter was settled with a
federal court judgment on a non-scienter basis. After: the FWRO’s Wells discovery (11/9/2016),
UDF’s Wells submission (12/23/2016), the FWRO’s response (4/17/2017), the FWROQO’s
agreement to recommend a non-scienter settlement (5/22/2017), discussion of settlement
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language (7/5/2017), another year of tolling agreements (8/31/2017-8/20/2018), Commission
approval of the non-scienter settlement (6/18/2018), the filing of the settled case (7/3/2018), and

entry of judgment (7/31/2018), UDF could finally get an audit. But a few weeks later, on
9/24/2018, this §12(j) proceeding was instituted.

Under these circumstances, no issuer could have done more to get an audit and become
current in its periodic reporting. These untiring efforts are the opposite of the “serious” and
“recurrent” and “culpable” behavior that results in a §12(j) sanction. These unique facts and
circumstances distinguish this case from Matter of Eagletech Communications, Inc., 2006 WL
1835958 (2006), which may be the only other Section 12(j) Commission opinion involving short
selling. In Eagletech, the issuer was subjected simply to “naked” short selling and argued that
the Commission’s adoption of Regulation SHO with a “grandfathering” clause then resulted in a
Constitutional “taking” without due process. However the Commission observed, albeit without
a formal finding, that the issuer there actually stopped its periodic reporting while itself
“experiencing extreme financial difficulties at the time.” Id. at *1. Here as discussed in detail
above, UDF was subjected to a sophisticated, long-term and illegal short-and-distort attack
designed to crater its stock price and drive off the series of audit firms UDF kept trying to engage
and pay in full to do its audit work. Nothing like this has ever been seen in a Section 12(j)
proceeding.

(2) Remedial Efforts Factor. Before and since this proceeding was instituted,
Respondents have been working hard to finalize their audited financials and become current in
their periodic reporting. To assist in the completion of Respondents’ audit workplan and become
current in their filings, Respondents retained Riveron Consulting, an independent accounting
consulting firm. Respondents and Riveron have been working to assemble comprehensive loan
packages for every loan in UDF IV’s and UDF V’s respective portfolios. These loan packages
comprise voluminous and detailed contemporaneous analyses, information and documentation.
Efforts to compile auditable loan-related documentation were hampered by the FBI’s seizure of
documents during its execution of a search warrant at Respondents’ headquarters over three
years ago, as described above.

Riveron Consulting has already examined the documentation for all 158 loans in the UDF
IV portfolio, including the 59 loans outstanding as of 12/31/2017. Riveron Consulting has also
examined the documentation for the 8 loans in the UDF V portfolio, including the 5 loans
outstanding as of 12/31/2017. This thorough and time-consuming work required Riveron to
prepare a consistent loan review package for each loan that includes loan agreements and
modifications, appraisal reports, condensed loan timelines, loan rollforward, cash flows, and
investment committee notes. Riveron Consulting has also been providing and will continue to
provide assistance with technical accounting matters and financial reporting, as needed.

The events outside Respondents’ control described above significantly impeded

Respondents’ ability to complete the auditable documentation and assemble the detailed backup
support required to complete a multi-year audit. Despite these challenges, Respondents have
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made substantial progress towards finalizing the required auditable documentation for UDF IV
and UDF V, and EisnerAmper has a designated team working on this engagement. EisnerAmper
is continuing its work on audits and related quarterly reviews, including meetings with
management on both UDF IV and UDF V; meetings with the audit committee for UDF IV;
continuing field work for audits and reviews for UDF IV and V; finalizing procedures and
reaching conclusions; coordination with management regarding review of SEC filings for UDF
IV and UDF V; further meetings with the UDF IV audit committee; and finalizing the audit and
issuing opinions for both UDF IV and UDF V.

Respondents will also continue to work to bring UDF III into current compliance at their
earliest opportunity. In addition to the resources being prioritized to update reporting for the
other two funds, UDF III presents different issues in large part due to the allegation in the settled
enforcement case that UDF III should have recognized a specific loan allowance relating to a
particular borrower’s loan, in addition to its general reserve balance, and put the loan on non-
accrual status with suspended income recognition as early as UDF III’s 2013 Form 10-K.
However Respondents will continue to work to overcome these challenges to assure that UDF III
joins UDF IV and UDF V in compliance with the periodic reporting requirements.

(3)  Credibility of Assurances Factor. Respondents submit that suspension or
deregistration would not be in the interest of investors. With Respondents working hard
alongside respected independent professionals to become current in their periodic reporting, and
doing so at their first opportunity to obtain audits following resolution of the Division’s non-
scienter enforcement action, Respondents submit that a suspension or deregistration would be
extremely harmful to UDF’s shareholders and to the public interest. Under these circumstances,
the public interest would be better served by permitting UDF to become current and resume
providing shareholders and the market with the information provided in periodic reports under
the Exchange Act.

Conclusion

For the reasons above, the Commission should grant Respondents’ summary disposition
motion. If Respondents’ motion is not granted, they request that this matter be set for an
evidentiary hearing in order to afford Respondents an opportunity to present testimony and
exhibits to establish their defenses, and thus to show that it is neither necessary nor appropriate
to suspend or revoke the registration of any securities issued by Respondents.
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U.S. SECURITIES AND EXCHANGE COMMISSION

Matter of

UNITED DEVELOPMENT FUNDING III, L.P.,
UNITED DEVELOPMENT FUNDING IV, and A.P. No. 3-18832
UNITED DEVELOPMENT FUNDING INCOME
FUND YV,
Respondents.

HOLLIS M. GREENLAW DECLARATION

Hollis M. Greenlaw declares as follows:

1. Tam a resident of Texas and an attorney admitted to practice and in good standing of
the Bars of the State of Texas, the District of Columbia, and with inactive status the State of
Maine. [ have a BA from Bowdoin College and a JD from Columbia Law School, and practiced
business and taxation law at Williams & Connolly in Washington, DC, before founding the UDF
businesses described below.

2. I make this declaration in support of Respondents’ motion for summary disposition
under Rule 250, as directed by the Commission’s 2/26/2019 order. If given the opportunity to
testify at a hearing in this matter, I could and would testify as to the following facts and relevant
background and circumstances, which are important for a fair understanding of the issues
presented in this matter.

3. T have served as President or Chief Executive Officer of UMT Services, Inc. (“UMT
Services”) since its inception in 2003. UMT Services is the general partner of UMTH Land
Development, L.P. (“UMTH LD”), which is the general partner of Respondent United
Development Funding III, L.P. (“UDF III”). I have also served as Chief Executive Officer and
chairman of the board of trustees of both Respondent United Development Funding IV (“UDF
IV”) since its formation in 2008, and Respondent United Development Funding Income Fund
V (“UDF V?”) since its formation in 2013.

4. The UDF Funds are externally managed, a common practice also utilized by other real
estate investment funds, such as those under the umbrella of industry giant Starwood Capital
Group. UMT Services is the general partner of UMT Holdings, L.P. (“UMTH”), which manages
the UDF Funds, including Respondents UDF III, UDF IV and UDF V. UMTH’s subsidiary
UMTH General Services, L.P. (“UMTH GS”) provides services for the UDF Funds.
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5. In other UDF roles, I am a Director of United Development Funding, Inc. (“UDF
Inc.”), which is the general partner of United Development Funding, L.P. (“UDF I”), and a
Director of United Development Funding II, Inc. (“UDF II Inc.”), which is the general partner of
United Development Funding II, L.P. (“UDF II”), and I have served in those roles since the
formation of UDF Inc. and UDF II Inc. in 2003-4. I am also the Chief Executive Officer of UDF
Land GP, LLC, which is the general partner of UDF Land GenPar, L.P., which in turn is the
general partner of United Development Funding Land Opportunity Fund, L.P. (“UDFLOF LP”)
and the managing member of United Development Funding Land Opportunity Fund Investors,
LLC (“UDFLOF LLC”), and these entities are also managed by UMTH LD. UMTH GS is the
advisor to United Mortgage Trust (“UMT”).

6. Throughout this declaration I refer to certain facts regarding UDF’s business. Unless
otherwise indicated, these facts all apply to UDF’s business as of 12/10/2015, the date of the
initial attacks on UDF by Kyle Bass and his Hayman Capital-related entities (collectively
“Hayman”) described in Respondents’ answer. Where this declaration refers to activities of
others and activities of Respondents or their related entities, it is based on my information and
belief resulting from my review of the materials obtained in discovery in this proceeding and
related private litigation.

7. Filed herewith and incorporated into this declaration are binders containing a set of
Exhibits relevant and necessary for fair consideration of this matter. These are identified in a

table at the end of this declaration.

UDF’s Business Model

8. The UDF Funds are based in Grapevine, Texas, which is located between Dallas and
Fort Worth. I founded UMT Services and UMTH, which manages the assets for the UDF Funds,
in 2003 along with my colleague Todd Etter. Mr. Etter and I identified an opportunity to build a
family of companies that would offer a full suite of debt and equity capital solutions to leading
developers and homebuilding companies. Our plan was to assist, through capital and debt, the
creation of new finished lot and housing inventory to serve markets in Texas. Our business plan
included supporting developers and homebuilders in all phases of development and evolved to
include financing the construction of single-family homes, from the acquisition of land and the
development of finished lots to the construction of single-family homes.

9. The UDF Funds (other than UMT) primarily concentrated their investments in Texas.
The UDF Funds concentrated their investments in Texas because we believe the Texas real estate
markets, although temporarily weakened in 2007 by the financial crisis, remain healthy due to
strong demographics, economies and job growth, balanced housing inventories, stable home
prices and high housing affordability ratios. Texas has favorable residential real estate market
characteristics that help mitigate housing risk. For example, Texas exhibits positive
fundamentals in the primary factors affecting new home sales: home price stability; home

2



affordability; balanced housing supply and demand; job growth; the relative strength of the
economy and consumer confidence; household formations and population growth. Texas also
has structural protections that mitigate housing risk as evidenced by Texas’ relatively stable
performance in the housing bubble and subsequent crash during 2007-2009.

10. At the end of 2014, Texas was the largest single-family homebuilding market in the
country measured by single-family building permits. Houston and Dallas/Fort Worth (DFW)
were the first and second largest markets in the country, and Austin was the sixth largest. At the
end of 2014, Texas had the 12" largest Gross Domestic Product in the world. Fifty-two of the
Fortune 500 companies were headquartered in Texas as of 2014, 21 of which were in the DFW
area.

11. Data that UDF analyzes regularly from Metrostudy (a leading provider of market
information to the housing and residential construction industry), Residential Strategies, Inc.
(another leading provider of market information in selected Texas markets to the housing and
residential construction industry), the Department of Housing and Urban Development, the Real
Estate Center at Texas A&M University and other data providers has consistently illustrated that
Texas homes have higher affordability than the national average.

12. While the creation of jobs and the formation of new households in Texas has
increased the demand for housing in Texas over the past several years, the Great Recession (the
sharp decline in economic activity around 2007-2009, with continuing effects thereafter) and the
ensuing global credit crisis drastically reduced the available funding for finished lot development
and home construction. Despite strong fundamentals in housing, local and regional Texas banks
remained unable or unwilling to lend to developers and homebuilders at previous levels,
particularly in early-stage land acquisition and development loans. Substantially all land
development is undertaken by private developers and over 70% of new homes in the United
States are sold by private homebuilders. Thus, without alternative funding sources for new
development and the construction of homes, the demand for housing would far exceed the supply
of finished lots and houses and dramatically drive up prices in Texas.

13. This confluence of events — strong growth in demand for Texas homes and a supply
constraint after the Great Recession of capital to support much-needed housing development —
allowed the UDF Funds to create a successful business as “non-bank” finance companies to step
in and support residential real estate development and home construction in Texas.

14. In 2014, UDF IV began expanding its lending activities outside of Texas, following
the housing recovery into the states of North Carolina, South Carolina and Florida. Also, UDF
IV acquired new clients, including a public homebuilder, the largest private homebuilder in the
country and the developer associated with the largest private homebuilder in the Charlotte, North
Carolina market.



UDF’s Executives and Employees

15. UDF’s management team and principals include seasoned real estate professionals,
with many decades of collective real estate experience. For example, prior to co-founding
UMTH, Todd Etter had over twenty-nine years of experience in both the Texas and the United
States real estate industries, including experience in homebuilding, land development and real
estate finance. Stacey Dwyer, the Chief Operating Officer of UDF IV, worked 22 years for D. R.
Horton, Inc. a leading national homebuilder (including serving in the roles of Executive Vice
President and Treasurer) before joining UDF in 2014. Ms. Dwyer was also an auditor with Ernst
and Young in Fort Worth. Brandon Jester, the Director of Asset Management at UMTH Land
Development, worked as the Senior Land Administrator of Highland Homes, one of the largest
regional homebuilders. Ben Wissink, President of UMTH LD and Chief Operating Officer of
UMT Services previously worked as the Controller and analyst for the DFW land division of the
national homebuilder Lennar Corporation. Melissa Youngblood, Chief Operating Officer and
Vice President of UMTH LD and Executive Vice President of UMT Services, practiced law for
18 years before joining UDF.

16. UDF also employed six asset managers, all of whom had significant real estate
experience prior to joining UDF, including management positions with David Weekley Homes,
Toll Brothers, Inc., Grand Homes, Buffington Capital Holdings, Walton Development and
Management USA, Wilbow Corporation and Beazer Homes USA. UDF also has a Senior
Collateral Manager who had over 11years of banking experience including loan administration,
branch operations, branch management, consumer lending, managing loan operations and
managing interim construction financing.

17. Prior to the Hayman attacks on UDF’s business described in Respondents’ answer,
UMTH had 67 full-time employees. This included a 21-person accounting department, including
six Certified Public Accountants, all of whom reported to our Chief Financial Officer Cara
Obert. The remaining employees assisted in the day-to-day operations. On 12/31/2017,as a
result of Hayman’s attack on UDF, UMTH had 45 employees. The employee count has been
reduced by 22 employees as a direct result of Hayman’s attack.

The Development Process and UDF’s Role

18. The activities of a developer in the single-family residential development process
involve several steps during its lifecycle. These include purchasing the land, designing and
engineering the subdivision, including the utilities and streets to be installed and any community
facilities to be built, defining a marketing program and building schedule, securing necessary
governmental approvals and permits for development, arranging for the construction of roads
and the installation of utilities (including water, sewer and drainage facilities, as well as
telephone and electric service), in some cases establishing municipal reimbursement districts for
the reimbursement of costs associated with public improvements, and selling improved lots to
builders, developers or other third parties.



19. Larger residential developments are usually developed in multiple phases, which
means that it is common for a large residential development project to have a life of 6-10 years
or sometimes even longer, depending upon economic, market or other conditions.

20. The UDF Funds provide developers and homebuilders with a diverse range of capital
sources including equity investments, joint venture participations, senior loans, subordinated
loans and credit enhancements. Generally, credit enhancements allow our borrowers to obtain a
bank loan at a more favorable loan rate than they would otherwise be able to obtain, because
UDF provides a loan guarantee. Prior to Hayman’s attack, UDF was able to provide this credit
enhancement because the banks viewed UDF as strong credit. UDF is paid a credit enhancement
fee by the borrower as compensation for providing the credit enhancement.

21. Prior to investing in a project or funding a loan, UDF applies a rigorous underwriting
review, including a multi-step project evaluation. UDF conducts site visits and prepares an
economic feasibility study to determine if the developer or builder can justify the project
assumptions and estimates and if the project can support the cost of the UDF loan over time.
UDF performs an engineering due diligence, which generally includes a review of project plans,
civil engineering, the availability of utilities, permits and reimbursement districts and a review of
costs. UDF reviews the lot purchase contracts, home sales data, market absorption data, current
economic conditions, trends and projections in housing starts and risk analysis.! UDF also
analyzes the exit strategies, identifying potential alternative buyers and uses for lots as well as

“various pricing models to facilitate sales in the event the market changes.

22. Once an investment is made or a loan is funded, UDF’s asset managers are
responsible for monitoring site improvements, senior draws, application of funds and
administration of development contracts. UDF also monitors lot sales and corresponding debt
repayment rates. A UDF asset manager is responsible for monitoring the performance and
payment of the assets they are monitoring. Asset managers meet frequently (often weekly) with
UDF’s developer and homebuilder clients, and UDF holds periodic asset management meetings
to review and discuss the progress of assets in UDF’s portfolio.

! UDF monitors the economic fundamentals in each of the markets in which it operates by analyzing demographics,
household formation, population growth, job growth, migration, immigration and housing affordability. UDF also
monitors movements in home prices and the presence of market disruption activity, such as speculator activity that
can create false demand and an oversupply of homes in a market. UDF also analyzes new home starts, new home
closings, finished home inventories, existing home sales, existing home prices, foreclosures, absorption, prices with
respect to new and existing home sales, finished lots and land and the presence of sales incentives or discounts in a
market. The data sources UDF monitors and utilizes in its investment decisions includes: SEC Public Disclosures,
U.S. Census Bureau, National Association of Realtors, National Association of Homebuilders, Federal Housing
Finance Agency, Freddie Mac, Fannie Mae, Federal Reserve Banks, Corporate Debt Rating Agencies, Investment
House Proprietary Data, Industry/Analyst Presentation Materials, State and University Real Estate Divisions, Public
Homebuilder Earnings Calls, Financial News Sources, Proprietary Industry Knowledge and proprietary independent
market studies from Residential Strategies, Inc. and Metrostudy.
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23. UDF’s receipt of payment on its loans follows different processes and timing
depending upon whether the loan is an acquisition and development loan or a home construction
loan. Home construction loan interest is generally paid by the borrower to UDF monthly, while
the principal is repaid when a home is sold to a consumer. In acquisition and development loans,
UDF provides cash to purchase the land and complete development. The note accrues interest
while the borrower develops the property. It is common in the industry that interest accrues on
the acquisition and development loan until there are liquidity events associated with the
collateral.

24. For example, there are several liquidity events that may provide cash from a
development. For example, a borrower may work with another lender to obtain a senior loan at a
lower cost of capital, which will generally result in a partial payment to UDF. A developer will
frequently subdivide the land into several phases and develop those phases one at a time, rather
than developing the entire property at once. After the developer has done entitlement and
engineering work the value of the land generally increases and the developer can sell a phase
(which is referred to as a “pod”) to a homebuilder or another developer and use those proceeds to
make a partial payment to UDF or other lenders. After development of a phase is complete and
finished lots are ready for home construction, the value of the lots generally increases again, and
the developer will sell the finished lots to a homebuilder. These sales may happen as bulk sales
of many lots at once or over time according to a pre-planned schedule. Generally, any lot
purchase contracts are pledged as additional collateral for the UDF loans.

25. Additionally, a developer may also pay down a loan with funds received as
reimbursements of development costs under agreements with districts and cities, for example a
Municipal Utility District (“MUD”). A MUD is a political subdivision of the State of Texas
authorized by the Texas Commission on Environmental Quality. The purpose of the MUD is
generally to provide various services such as water, sewer and drainage and other utility-related
services within its boundaries. A developer can obtain reimbursements from the MUD for
expenses incurred to develop such services. UDF generally has a lien on MUD proceeds pledged
by a borrower for a specific project, and MUD proceeds are used to make a partial repayment to
UDF. Information regarding MUDs is publicly available in the real property records and at the
website for the Texas Commission on Environmental Quality, including date of formation, status
and bonding capacity.

26. The UDF Funds’ loans are generally secured by real property collateral. The assets
securing the UDF Funds’ loans are generally in desirable locations with positive supply and
demand fundamentals. UDF’s loans are generally secured by one or more of the following:
development projects, finished lots and lot purchase contracts, pledges of equity interest, homes
under construction and MUD reimbursements. As the projects progress through the
development phases, the collateral correspondingly increases in value.



Developers UDF Works With

27. UDF attracts and concentrates its acquisition and development lending activities with
seasoned and accomplished land developers. UDF looks for developers that have a track record
of successfully identifying multi-year, multi-phase single-family residential communities. Our
developer clients have established relationships with state and local governments and have
experience designing communities and receiving approvals. Our developers have good
relationships with banks, allowing them to secure financing and refinancing opportunities. Our
developer clients also have good relationships within the developer and homebuilding
community, giving them the ability to sell pods and finished lots.

28. UDF considers the prior performance of the developer, whether the developer has
relationships with homebuilders on the local, regional and national level, whether the developer
has homebuilding vertically integrated into its business structure, and whether the developer has
relationships within the financial community.

29. UDF developer clients provide finished lots to publicly-owned homebuilders, such as
D.R. Horton, Inc., Lennar Corporation, Pultegroup, Inc., KB Home, Meritage Homes, LGI
Homes, Inc., Beazer Homes USA, Inc., Toll Brothers, Inc., AV Homes, Inc., Taylor Morrison
Home Corporation, M/I Homes, Inc. and Century Communities, Inc., as well as large regional
homebuilders such as David Weekley Homes, First Texas Homes, True Homes, Megatel Homes,
Gehan Homes, Brohn Homes (now part of Berkshire Hathaway), Ashton Woods, NewLeaf
Homes, Bella Vista Homes, Liberty Home Builders, Perry Homes, Drees Homes, Highland
Homes, Pacesetter Homes, Colina Homes, Historymaker Homes, RSI Communities, Scott Felder
Homes, Wilshire Homes, Sitterle Homes, Darling Homes (now part of Taylor Morrison Home
Corporation), Centerra Homes, Bloomfield Homes, American Legend Homes, Crescent
Signature Homes, Buffington Homes and Scott Homes.

30. UDF’s largest group of borrower entities, including CTMGT, LLC and its
subsidiaries, are affiliates of Centurion American, L.P. (“Centurion”). Centurion has a strong
track record as a developer. Centurion has extensive experience with many Texas municipalities
and local governments, and generally gets their support in entitling Centurion’s projects.
Centurion routinely gets the entitlements needed from the government, including the desired
density to make projects profitable. Centurion routinely obtains municipal reimbursements and
other support that Centurion needs from municipalities to bring projects to fruition. Centurion
has a long track record of being able to put together MUDs and Public Improvement Districts
(PIDs). Centurion was the first developer in the state of Texas to create a PID. APID isa
district put together by a city, whereby the city raises bond funds and advances money to the
developer during the development process to pay for water, sewer, and public improvements. In
contrast, a MUD provides reimbursement after the municipal tax base has been increased by
substantial home construction in the development and after the developer provides
documentation of the development dollars incurred, which may be months or even years after the
developer has incurred the development costs. Centurion has relationships with the top



management at some of the largest production home builders, such as D.R. Horton, Inc. and
Lennar Corporation. Production home builders are important to developers because they
purchase lots to construct homes at a more rapid pace than custom homebuilders.

31. Founded in 1990, Centurion has successfully developed almost 25,000 single-family
lots in dozens of premier communities surrounding North Texas. Centurion is currently
developing over seventy master-planned communities in Texas and also redeveloped the historic
Statler Hilton Hotel. Centurion has received over forty awards during the almost thirty years it
has been in business, including Chamber of Commerce Business of the Year (2008), the John
Harbin Visionary Award (2013), Greater Fort Worth Builder’s Association Developer of the
Year (2013) and Dallas Home Builders Community of the Year (2014). Centurion has won
multiple awards for its developments, including many that were for UDF-financed projects.

32. UDF’s homebuilding clients are generally larger regional homebuilders, and have
included Megatel Homes, Buffington Homes, Crescent Signature Homes, NuWay Homes and

Colina Homes.

UDEF’s Investors

33. The UDF Funds have primarily funded their operations by raising equity capital
through FINRA-member independent broker-dealers. The UDF Funds had raised more than $1.0
billion from over 30,000 investors from inception until the Hayman attacks.> The majority of
UDF’s investors are small retail investors. In return for the higher (fully disclosed) risk of a real
estate investment, they have the opportunity to receive a higher rate of return.

Other Sources of Capital — Banks

34. Prior to Defendants’ attack, UDF also utilized credit facilities with various banks and
other institutions as additional sources of capital to lend to developers and homebuilders. Banks
considered UDF Funds to be a good credit risk and generally lent to UDF on favorable terms.
Thus, UDF was able to borrow from the banks at low interest rates and lend this capital to its
clients at higher rates. Prior to Defendants’ attack, UDF had credit facilities of over $200
million. At the time of Defendants’ attack, UDF had outstanding loans and lines of credit with
Legacy Texas Bank, Bank SNB, Origin Bank (formerly Community Trust Bank), Independent
Bank, Capital Bank of Texas, American Momentum Bank, Texas Capital Bank, Prosperity Bank,
Affiliated Bank, Southwest Bank and Veritex Community Bank.

2 UDF, like other alternative investment real estate sponsors such as Dallas-based Highland Capital Realty
(“Highland”), raises capital through blind pool offerings structured as non-traded public REITs and limited
partnerships. Like UDF, Highland charges sales commissions (e.g. dealer manager fees and broker dealer/rep sales
commissions) to investors, although Highland has set up an affiliated entity to serve as dealer manager and retain the
dealer manager fees, whereas UDF’s dealer manager fees were paid to an unaffiliated dealer manager to distribute
its offerings (UDF IV, UDF V and UDF LOF).



Relationship Between the Various UDF Funds

35. The different UDF funds may focus on different phases of development. For
example, UDF I, I, III and V focused their investments on the acquisition and development
phase, whereas UDF IV provided acquisition and development loans but also offered finished lot
loans, finished lot banking and home construction loans. The decision as to which funds will
invest in which project and each phase of the project is governed by the applicable Allocation
Policy Agreement and/or Participation Agreement by and among the funds. Such agreements are
publicly filed by UDF. Generally, the decision is based upon the cash available in each fund,
and each fund’s particular investment parameters.

UDEF’s Success and Continued Growth Before Hayman’s Attack

36. The UDF funds have collectively funded over $2.7 billion in equity investments and
loans to our clients. These investments have resulted in the creation of over 200 residential
communities, containing thousands of single family homes.

37. UDEF has participated in the capital structure of many award-winning communities,
including The Villages of Woodland Springs, Sendera Ranch, Trophy Club, Williamsburg,
Verandah, The Residence at the Stoneleigh and The Dominion.

38. From inception through 9/30/2015, the UDF Funds received over $1.3 billion in
repayments and returned over $493 million to investors through cash distributions, dividend
reinvestment programs (DRIPs) and redemptions. Since the beginning of Hayman’s attack on
December 10, 2015, UDF has made repayments of over $211 million on the notes payable and
lines of credit that were outstanding. UDF’s assets as of 9/30/2015 were over $1.4 billion. At
the time of the attack, the two largest funds were UDF III and UDF IV.

39. From its inception in 2005 to December 2014, UDF III had originated 62 loans
totaling over $600 million, and approximately two-thirds of the loans had been repaid in full. As
of September 30, 2015, UDF III had assets of approximately $391 million. Net income for the
nine months ended September 30, 2015 totaled approximately $31.2 million. From inception
through September 2015, UDF III distributed approximately $264 million to its investors
through cash distributions and DRIP and repurchased $12 million of its limited partnership
interests.

40. Asof 12/31/2014, UDF IV had originated or purchased 171 loans totaling over $1
billion, 40 of which had been repaid in full. UDF IV’s assets grew from $336.5 million in 2012
to $570.9 million in 2013 and to $682.2 million in 2014. During that same time period, its
revenue grew from $27.6 million to $87.9 million while net income grew from approximately
$13.9 million to approximately $50.1 million. From inception through 9/30/2015, UDF IV
distributed approximately $164 million to its investors through cash distributions and DRIP and
repurchased approximately $41 million of its shares.
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41. On 6/4/2014, to create liquidity for its shareholders and to gain access to capital
markets to facilitate future growth, UDF IV listed its common shares on Nasdaq under the ticker
symbol “UDF.” From its listing on Nasdaq until 12/10/2015 (the beginning date of Hayman’s
attack described herein), UDF IV had been a consistently strong performing commercial
mortgage REIT, with its shares trading in a range of $16.02 to $19.95, and virtually always at a
premium to book value. In June 2015, UDF IV’s market capitalization qualified it for inclusion
in the Russell 2000 Index.

42. UDF IV had performed very well in comparison to its peers and was a high
performer right up until Hayman’s attacks. For example, an 10/23/2015 Weekly Commercial
Mortgage REIT Update published by investment bank Keefe, Bruyette & Woods reports that
UDF IV’s share price of $17.99 equated to 1.09 times the most recent quarter book value, and
was yielding a 9.1% dividend. Starwood Property Trust, Inc., a well-known REIT that is nine
times larger than UDF IV, was trading at 1.18 times most recent quarter book value and was
yielding a 9.4% dividend. Likewise, the 12/4/2015 report shows UDF IV trading at 1.05 book
value, and yielding a 9.4% dividend, the same yield as Starwood.

43. UDF V, our most recent fund, sought to sell 37,500,000 common shares of beneficial
interest for $20 per share and 13,157,895 common shares of beneficial interest pursuant to our
distribution reinvestment plan for $19 per share for total offering proceeds of $1.0 billion. Prior
to Hayman’s attack, UDF V had been steadily selling shares in the fund. UDF V’s assets grew
from $23 million as of December 31, 2014 to $55 million as of 9/30/2015. During that same
time, its revenue grew from $152,000 in calendar year 2014 to $3.1 million for the nine months
ended 9/30/2015. From inception through 9/30/2015, UDF V distributed approximately $1.6
million through cash distributions and DRIP to its investors. -

44. As part of its growth strategy, in 2015, UDF IV was also working on a finished lot
securitization and was in the rating process with Standard and Poor’s for this finished lot
securitization, which would have raised approximately $75-100 million. UDF IV was also
preparing to place a $125 million to $175 million general obligation credit facility just before
Hayman’s attack.

45. These new capital raises were expected to support projects our clients had presented
to UDF for potential future financing (pipeline). As of December 2015, before Hayman’s attack,

our clients had submitted proposals for hundreds of millions of dollars in future projects.

Interactions With Bass Prior to the Hayman Attacks

46. Prior to Hayman’s attack on UDF, I was aware that Kyle Bass managed a hedge fund
based in Dallas. I was also aware that Bass was involved in Texas real estate investments
beginning in at least 2008. Bass was involved in various real estate development entities with
Jonas Woods (“Woods”), a Dallas real estate investor who acquired distressed properties.
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47. In 2008, UDFLOF LP became a limited partner in a residential development fund
managed by Bass and Woods called Hayman Woods Residential Strategies Fund, L.P. (“Hayman
Woods”). The stated strategy of the fund was to “acquire, hold, maintain, operate, develop,
lease, sell, manage, improve, mortgage, encumber and otherwise use for profit, direct or indirect
interests in Real Property Interests, or to provide capital (whether debt, equity or both) to owners,
managers and developers of Real Property Interests, whether office, warehouse, retail, land,
multi-family residential or hotel properties.” UDFLOF LP originally planned to invest $2
million in Hayman Woods’ fund.

48. The first investment Hayman Woods made was a participation in a development loan
for a condominium project in Florida. The interest rate was 12% with an additional 2% exit fee,
as well as other fees. Consistent with the practice in the industry, the Hayman Woods’ loan
provided for the accrual of interest on the loan.

49. The second set of investments Hayman Woods intended to make was for lot
development projects in South Phoenix. I wrote to Bass, explaining our concerns about South
Phoenix as an investment at that time due to foreclosures, broken communities, bankrupt
homebuilders, excessive supply, declining demand and no clear exit strategy. I also expressed
my concern that Bass was pushing undesirable deals, because his fund had excessive overhead
and no attractive transactions or deal sources. I was also uncomfortable with and had objected to
the fund’s practice of charging management fees on the unfunded portion of capital contributed
as opposed to fees based on invested assets.

50. Itold Bass that UDFLOF LP had originally invested with Hayman Woods out of
deference to Bass, but that I was now uncomfortable with that path, given what I had seen of his
planned investment strategy. I told Bass we wished to exit Hayman Woods. Bass’ response
suggested to me that he was upset with my comments and UDFLOF LP’s desire to exit his fund.
However, I could not in good conscience continue to invest funds with Bass’ Hayman Woods.
In 2009, UDFLOF LP withdrew its investment with Hayman Woods.

51. In 2009, Hayman Woods made a bid in a bankruptcy proceeding to purchase
Stoneleigh Residences, a partially built luxury condominium building in uptown Dallas that had
fallen victim to the financial crisis and ended up in bankruptcy. Hayman Woods lost its bid to
Centurion, a substantial borrower from UDF.

Hayman’s Attack on UDF

52. On 11/9, 11/13, and 11/16/2015, Respondents filed Form 10-Q periodic reports for
the period ended 9/30/2015. At that time, Respondents were, and had consistently been, current
in their periodic reporting.
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53. Beginning in 2015, Hayman perpetrated the attack on UDF described in
Respondents’ answer.

54. Respondents have since filed an action for damages against Hayman in state court in
Dallas, and the court has allowed Respondents to obtain preliminary discovery to substantiate
their claims against Hayman. After reviewing Respondents’ submissions and holding a five-
hour evidentiary hearing, the court denied Hayman’s motion to dismiss and ruled that
Respondents had made a prima facie case of intentional business disparagement and tortious
interference by Hayman. The denial of Hayman’s dismissal motion is now on interlocutory
appeal.

55. Meanwhile, the independent trustees on UDF IV’s audit committee retained law firm
Thompson & Knight, assisted by independent forensic accountants from PwC, to conduct an
independent investigation into Hayman’s allegations. This included individual interviews,
analysis of thousands of relevant documents, searches of 1.7 million emails, and analysis of
financial reporting. After four months of work, the investigators concluded that there was no
evidence of fraud or misconduct; no evidence to substantiate Hayman’s Ponzi allegations; no
evidence of deception; no evidence that Whitley Penn was misled; and no evidence of efforts to
defraud investors. Thompson & Knight and PwC presented these findings to the FWDO on 4/12
and 4/26/2016, and to the FBI and USAO on 5/11/2016.

Exhibits Filed Herewith and Incorporated Herein

56. Filed herewith and incorporated into this declaration are true and correct copies of
the following exhibits relevant and necessary for fair consideration of this matter:

e Ex.1 “United Development Funding Executive Summary” (March 19, 2015).
e Ex.2: Hayman email chain with potential investors (March 20-24, 2015).

e Ex. 3: Interrogatory response re: Hayman UDF short position on specific dates.
e Ex.4: Hayman email chain (April 1, 2015).

e Ex.S5: List of Hayman’s formal meetings and conference calls with the SEC.

e Ex. 6: “United Development Funding Overview.”

e Ex.7: Hayman email chain (May 26, 2015).

e Ex.8: “UDF Q1_2015 Update (SEC 5.26.15)” (May 26, 2015).

e Ex.9: Calendar invite for “Meeting SEC UDF” (June 2, 2015).
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Ex.

Ex.

Ex.

Ex.

Ex.

Ex.

Ex.

Ex.

Ex.

Ex.

Ex.

Ex.

Ex.

Ex.

Ex.

Ex.

Ex.

Ex.

Ex.

Ex.

Ex.

10: Bass affidavit, excerpts including §21.

11:“UDF V Loan Issued 6.9.15” (June 12, 2015).

12: Hayman email (June 12, 2015).

13: Calendar invite for "UDF Call" (June 15, 2015).

14: Hayman text messages (June 15, 2015).

15:Hayman email chain (July 6, 2015).

16:

17:

18:

19:

20:

21

22:

23:

24:

25:

26:

27:

28:

29:

30:

Hayman email (July 28, 2015).
Hayman email (July 30, 2015).

Hayman email (August 7, 2015).
Hayman email string (August 18, 2015).

Hayman email (September 20, 2015).

: Hayman email (September 24, 2015).

“Real Estate Distressed Debt Opportunity" (September 24, 2015).
Hayman email (October 27, 2015).

Hayman email string (November 24, 2015).
Keuhne/Corson/Hayman/FBI email string (January 29, 2016).
Hayman email to WSJ (November 3, 2015).

Hayman email to SEC (November 12, 2015).

"Letter to the Auditors" (November 12, 2015).

Hayman email string (November 20, 2015).

Hayman email string (December 4, 2015).
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Ex. 31:

Ex. 32:

Ex. 33:

Ex. 34:

Ex. 35:

Ex. 36:

Ex. 37:

Ex. 38:

Ex. 39:

Ex. 40:

Ex. 41:

Ex. 42:

Ex. 43:

Ex. 44:

Ex. 45:

Hayman email to FBI (December 4, 2015).

Hayman email to SEC (December 4, 2015).

Hayman email to WSJ (December 4, 2015).
Hayman/Harvest email string (December 10, 2015).
Hayman/Harvest email string (December 9, 2015).

3205 Hayman/Harvest email string (December 11, 2015).
Hayman/Harvest email string (December 10, 2015).
Hayman/Harvest email string (December 10, 2015).
Hayman/SEC email (December 11, 2015).

Hayman/SEC email (December 15, 2015).

Hayman email (December 10, 2015).

Hayman/Harvest email string (December 11, 2015).
"Strategic and Crisis Communications" (December 23, 2015).
Hayman email (December 28, 2015).

"Communications Campaign Summary and Timeline Re: United Development

Funding (UDF) IV" excerpt (January 3, 2016).

Ex. 46:

Ex. 47:

Ex. 48:

Hayman/Edelman email string (January 3-4, 2016).
Launch Day Planning and Media Plan (January 22, 2016).

Hayman/Edelman email string (February 2, 2016).

Ex. 49: Hayman email (February 2, 2016).

Ex. 50:

Business Insider article with letter from Kyle Bass (February 5, 2015).
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Ex. 51

Ex. 52

Ex. 53

Ex. 54

Ex. 55

Ex. 56

Ex. 57

Ex. 58

Ex. 59

Ex. 60

Ex. 61

Ex. 62

Ex. 63

Ex. 64

Ex. 65

Ex. 66

Ex. 67

Ex. 68

Ex. 69

Ex. 70

Ex. 71

: Hayman email string (February 4, 2016).

: Hayman email string (February 4, 2016).

: Hayman/FINRA email string (February 5, 2016).

: Hayman/Harvest email string (February 19, 2016).

: Hayman email string (May 12, 2016).

: Hayman email string (June 3, 2016).

: UDF press release UDF press release (June 8, 2016).
: Hayman/Edelman email string (June 17, 2016).

: Peter Bible affidavit, including §{3-5.

: UDF press release (July 26, 2016).

: Hayman/Edelman email (August 10, 2016).

: "UDF Exposed Paid Promotion Strategy" (August 11, 2016).
: Hayman email (November 6, 2015).

: Hayman/Land Advisors email (September 24, 2015).
: Hayman email string (December 10, 2015).

: Hayman email string (December 10, 2015).

: Hayman/FBI email (December 10, 2015).

: Hayman/SEC email (December 10, 2015).
:Hayman/Forbes email (December 10, 2015).

: Hayman/Forbes email (December 11, 2015).

: Kitchens affidavit, excerpts including 13.
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Ex.

Ex.

Ex.

Ex.

Ex.

Ex.

Ex.

Ex.

Ex.

Ex.

Ex.

Ex.

Ex.

Ex.

Ex.

Ex.

Ex.

Ex.

Ex.

Ex.

Ex.

72: Greenlaw affidavit, excerpts including §127.

73: Kitchens affidavit, excerpts including §23(b) and 23(d).
74: Moayedi affidavit, excerpts including 9.

75: Greenlaw affidavit, excerpts including §{27-29.

76: Brown affidavit, excerpts including 6.

77: Sommers affidavit, excerpts including {]5-6, Annexes 3-4 at RFA No. 3, Ex. C at

78: Hayman/SEC email string (June 12-15, 2015).

79: Hayman email (June 8, 2015).

80: Hayman/V3 Captail email string (December 30, 2015).
81: Harvest press release (June 18, 2015).

82: Hayman email string (October 8, 2016).

83: Hayman email string (October 8, 2016).

84: Highland press release (November 15, 2017).

85:UDF release announcing Nasdaq extension (September 14, 2016).
86: Bass email (September 14, 2016).

87:Bass calendar invitation (September 14, 2016).

88: Letter to Nasdaq (October 4, 2016).

89:Barron’s article (August 13, 2015).

90:New York Post article (August 22, 2015).

91:Fortune article (May 23, 2016).

92:Hayman email (January 29, 2016).
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e Ex. 93:Hayman email (September 9, 2016).
"

"

I declare under penalty of perjury, pursuant to 28 U.S.C. §1746, that the foregoing is true
and correct. Executed on March 28, 2019.

W/ 17/

“Bhllis M. Q{'e

Certificate of Service and Filing

Pursuant to Rule 150(c)(2), I certify that on March 28, 2019, I caused the foregoing to be
sent: (1) By courier service (original and 3 copies) directed to the Office of the Secretary,
Securities and Exchange Commission, 100 F Street NE, Washington DC 20549-1090, with an
electronic courtesy copy by email to apfilings@sec.gov. (2) By email and express delivery
service directed to Keefe M. Bernstein and David Whipple, Fort Worth Regional Office,
Securities and Exchange Commission, 801 Cherry Street, Suite 1900, Fort Worth, TX 76102,
and BernsteinK@sec.gov and WhippleDa@sec.gov.

/s/ William E. Donnelly
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Exhibits to Hollis M. Greenlaw Declaration, March 28, 2019

“United Development Funding Executive Summary” (March 19, 2015).

Hayman email chain with potential investors (March 20-24, 2015).

: Interrogatory response re: Hayman UDF short position on specific dates.

Hayman email chain (April 1, 2015).

: List of Hayman’s formal meetings and conference calls with the SEC.

“United Development Funding Overview.”

Hayman email chain (May 26, 2015).

“UDF Q1_2015 Update (SEC 5.26.15)” (May 26, 2015).
Calendar invite for “Meeting SEC UDF” (June 2, 2015).
Bass affidavit, exceprts including §21.

“UDF V Loan Issued 6.9.15” (June 12, 2015).

Hayman email (June 12, 2015).

Calendar invite for "UDF Call" (June 15, 2015).
Hayman text messages (June 15, 2015).

Hayman email chain (July 6, 2015).

Hayman email (July 28, 2015).

Hayman email (July 30, 2015).

Hayman email (August 7, 2015).

Hayman email string (August 18, 2015).

Hayman email (September 20, 2015).

Hayman email (September 24, 2015).

“Real Estate Distressed Debt Opportunity" (September 24, 2015).
Hayman email (October 27, 2015).
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Ex. 25
Ex. 26

Ex. 27

Ex. 28:
Ex. 29:
Ex. 30:
Ex. 31:
Ex. 32:
Ex. 33:
Ex. 34:
Ex. 35:
Ex. 36:
Ex. 37:
Ex. 38:
Ex. 39:
Ex. 40:
Ex. 41:
Ex. 42:

Ex. 43:

Ex. 44

Ex. 45

Ex. 46
Ex. 47

Ex. 48

: Hayman email string (November 24, 2015).

: Keuhne/Corson/Hayman/FBI email string (January 29, 2016).
: Hayman email to WSJ (November 3, 2015).

: Hayman email to SEC (November 12, 2015).

"Letter to the Auditors" (November 12, 2015).

Hayman email string (November 20, 2015).

Hayman email string (December 4, 2015).

Hayman email to FBI (December 4, 2015).

Hayman email to SEC (December 4, 2015).

Hayman email to WSJ (December 4, 2015).
Hayman/Harvest email string (December 10, 2015).
Hayman/Harvest email string (December 9, 2015).

3205 Hayman/Harvest email string (December 11, 2015).
Hayman/Harvest email string (December 10, 2015).
Hayman/Harvest email string (December 10, 2015).
Hayman/SEC email (December 11, 2015).

Hayman/SEC email (December 15, 2015).

Hayman email (December 10, 2015).

Hayman/Harvest email string (December 11, 2015).
"Strategic and Crisis Communications" (December 23, 2015).
: Hayman email (December 28, 2015).

: "Communications Campaign Summary and Timeline Re: United Development
Funding (UDF) IV" excerpt (January 3, 2016).

: Hayman/Edelman email string (January 3-4, 2016).
: Launch Day Planning and Media Plan (January 22, 2016).

: Hayman/Edelman email string (February 2, 2016).



Ex. 49:Hayman email (February 2, 2016).
Ex. 50: Business Insider article with letter from Kyle Bass (February 5, 2015).
Ex. 51: Hayman email string (February 4, 2016).
- Ex. 52: Hayman email string (February 4, 2016).
Ex. 53: Hayman/FINRA email string (February 5, 2016).
Ex. 54: Hayman/Harvest email string (February 19, 2016).
Ex. 55: Hayman email string (May 12, 2016).
Ex. 56: Hayman email string (June 3, 2016).
Ex. 57: UDF press release UDF press release (June 8, 2016).
Ex. 58: Hayman/Edelman email string (June 17, 2016).
Ex. 59: Peter Bible affidavit, {93-5.
Ex. 60: UDF press release (July 26, 2016).
Ex. 61: Hayman/Edeelman email (August 10, 2016).
Ex. 62: "UDF Exposed Paid Promotion Strategy" (August 11,2016).
Ex. 63: Hayman email (November 6, 2015).
Ex. 64: Hayman/Land Advisors email (September 24, 2015).
Ex. 65: Hayman email string (December 10, 2015).
Ex. 66: Hayman email string (December 10, 2015).
Ex. 67: Hayman/FBI email (December 10, 2015).
Ex. 68: Hayman/SEC email (December 10, 2015).
Ex. 69:Hayman/Forbes email (December 10, 2015).
Ex. 70: Hayman/Forbes email (December 11, 2015).
Ex. 71: Kitchens affidavit, excerpts including §13.
Ex. 72: Greenlaw affidavit, excerpts including §127.
Ex. 73: Kitchens affidavit, excerpts including §23(b) and 23(d).
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74: Moayedi affidavit, excerpts including 9.

75: Greenlaw affidavit, excerpts including §§27-29.

76: Brown affidavit, excerpts including 6.

77: Sommers affidavit, excerpts including §5-6, Annexes 3-4 at RFA No. 3, Ex. C at 6.
78: Hayman/SEC email string (June 12-15, 2015).

79: Hayman email (June 8, 2015).

80: Hayman/V3 Captail email string (December 30, 2015).

81: Harvest press release (June 18, 2015).

82: Hayman email string (October 8, 2016).

83: Hayman email string (October 8, 2016).

84: Highland press release (November 15, 2017).

85: UDF release announcing Nasdaq extension (September 14, 2016).
86:Bass email (September 14, 2016).

87:Bass calendar invitation (September 14, 2016).
88: Letter to Nasdaq (October 4, 2016).
89:Barron’s arrticle (August 13, 2015).

90:New York Post article (August 22, 2015).
91:Fortune article (May 23, 2016).

92:Hayman email (January 29, 2016).

93:Hayman email (September 9, 2016).



FOIA CONFIDENTIA_ TREATMENT
REQUESTEZ B KATTENL_P




oA CONMICENTIAL TRESTMENT
SEQUESTEC 27 FATTEML.FP



FOLA COMFIDEN TIAL TREATMZNT
REQUESTED Bt Y4TTEN LLP



FOIA CONFIDENTIAL TREATMENT
REQUESTED BY KATTEN LLP



FOIA CONFIDENTIAL TREATMENT
REQUESTED BY KATTEN LLP



FOIA CONFIDENTIAL TREATMENT
REQUESTED BY KATTEN LLP



FOIA CONFIDENTIAL TREATMENT
REQUESTED BY KATTEN LLP



FOIA CONFIDENTIAL TREATMENT
REQUESTED BY KATTEN LLP



FOIA CONFIDENTIAL TREATMENT
REQUESTED BY KATTEN LLP



FOA COMFIGENTIAL TREATMENT
REQUESTED BY KATTE!I LLP



—

FOIA CONFIDENTIAL TREATMENT
REQUESTED BY KATTEN LLP



FOIA CONFIDENTIAL TREATMENT
REQUESTED BY KATTEN LLP



FOIA CONFIDENTIAL TREATMENT
REQUESTED BY KATTEN LLP



FOIA CONFIDENTIAL TREATMENT
REQUESTED BY KATTEN LLP

o



FOIA CONFIDENTIAL TREATMENT
REQUESTED BY KATTEN LLP



Not So Kind Words from the SEC

SEC words used to describe non-traded REITs:

s “Significant upfront costs”

= “External managers...paid high fees...not aligned with shareholders”

s “ often make distributions in excess of taxable income using borrowed
funds and offering proceeds”

= “displaying a REIT security’s immutable offering price as its per share
estimated value...throughout the offering period...which could span several
years, notwithstanding the fluctuation in value of the REIT security during

that period”

Source: SEC’s Office of the investor Advocate Annual Report.
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Message

From: ). Kyle Bass [k@haymancapital.com]
,A\Sent: 3/24/2015 2:39:09 PM
To: Parker Lewis [PL@haymancapital.com]
CC: Chris Mahowald [cmahowald@rsfpartners.com]; Bennie Bray [bbray@specialtybakeryllc.com]
Subject: Re: Ponzi Scheme and Real Estate

Attachments: image001.jpg

If Legacy has underwritten a 30% 1tv first 1ien that accrues each year up to a threshold that they have
internally set )maybe it's 50% 1tv), it simply continues to prime UDF and its investors. The UDF second
liens continue to pik and destroy value to the current (and more importantly...future) investors in UDF
V.

I can easily understand that the banks have underwritten these properties to protect themselves but the
unregulated lending side is going to be destroyed.

Tell your friend at Legacy that he might be involved in a bankruptcy proceeding soon. It looks to be as
good as a Ponzi scheme gets. The seconds get annihilated.

JKB a

J. Kyle Bass
chief Investment officer
Hayman Capital Management

on Mar 24, 2015, at 10:32 AM, Parker Lewis <PL@haymancapital.com<mailto:PL@haymancapital.com>> wrote:

Legacy only represents $11mm (between 2 facilities) of the $170mm of UDF IV debt but it would be
interesting to know which 10 projects comprise Legacy’ s collateral. The $5mm Legacy revolver was just

extended for 2 years in January (extended to January 2017). The $10mm legacy revolver ($6mm drawn) is due
/.\to mature in August 2015.

“The Legacy Revolver has been amended three times to extend the maturity date and, pursuant to a
modification agreement entered into on January 21, 2015, the Legacy Revolver is scheduled to mature on
January 12, 2017. The Legacy Revolver is secured by a first priority collateral assignment and lien on
certain mortgage notes and construction loans held by UDF IV FIII. The Legacy Revolver is guaranteed by
us (UDF IV). In connection with the Legacy Revolver, as amended, UDF IV FIII has agreed to pay
origination fees totaling $100,000 to Legacy ”

<image001. jpg>

Parker Lewis

Hayman Capital Management, L.P.
2101 Cedar Springs Road Suite 1400
Dallas, TX 75201

214.347.8043 Direct
Mobile
PL@HaymancCapital.com<mailto:PL@HaymanCapital.com>

From: Chris Mahowald [mailto:cmahowald@rsfpartners.com]
Sent: Tuesday, March 24, 2015 8:53 AM

To: J. Kyle Bass; Bennie Bray

Cc: Parker Lewis

Subject: RE: Ponzi Scheme and Real Estate

Kyle/Parker

Thanks for lunch and your time yesterday. We are working on the sample collateral underwriting and will

report back. I spoke to the CEO of Legacy this morning and he was clueless about UDF. He characterized

them as very sharp guys who know what they’ re doing. He believes that the collateral for the financing

they have provided to UDF comprises of ~10 projects and said they (Legacy) did a thorough underwriting of
! “ach project.

From: J. Kyle Bass [mailto:k@haymancapital.com]
Sent: Monday, March 23, 2015 12:11 PM

HAVAIANNNNNNDT2
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mailto:bbray@specialtybakeryllc.com
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mailto:PL@haymancapital.com
mailto:k@haymancapital.com

To: Bennie Bray
Cc: Chris Mahowald; Amber Shoevlin; Parker Lewis
Subject: Re: Ponzi Scheme and Real Estate

I may be 10-15 mins late. This Mri takes 40 mins from now.
Amber, pls make sure we have a res for 4 at ocean prime at lpm.
I will be there asap.

J. Kyle Bass
Chief Investment officer
Hayman Capital Management

on Mar 23, 2015, at 7:43 AM, Bennie Bray
<bbray@specialtybakeryllc.com<mailto:bbray@specialtybakeryllc.com>> wrote:
See you at 1

Sent from my iPhone
Oon Mar 23, 2015, at 7:37 AM, J. Kyle Bass <k@haymancapital.com<mailto:k@haymancapital.com>> wrote:
Thanks guys. Let's do Ocean Prime if it's easier for you guys. 1lpm works perfectly for us.

As for the PowerPoint, I will give you a physical copy and will send you the PowerPoint after lunch
today. I want to make sure we have an understanding about its use beforehand.

Thanks!
JKB

J. Kyle Bass
Chief Investment Officer
Hayman Capital Management

on Mar 20, 2015, at 7:02 PM, chris Mahowald <cmahowald@rsfpartners.com<mailto:cmahowald@rsfpartners.com>> /"‘\
wrote:
Kyle

Good to see you at the game. Looking forward to lunch. Please forward the PowerPoint you mentioned.
Also - just connected with Bennie and we're happy to move lunch to Ocean Prime or some other place close
to wear we all office. Why don't you pick a spot and just email us when you're finished with your MRI?
Since Bennie and I office in the same building, we'll just leave together when we hear from you.

Note new address listed below:

chris Mahowald

[cid:image001.gif@01D02A0C.A28F7870]

0ld pParkland - Commonwealth Hall

3899 Maple Avenue | Suite 250 | pallas, TX 75219<x-apple-data-detectors://2/0>

(214) 849-9815 - Phone | (214) 855-9407<tel:(214)%20855-9407> - Fax

www. rsfpartners.com<http://www.rsfpartners.com/>

on Mar 20, 2015, at 10:37 AM, J. Kyle Bass <k@haymancapital.com<mailto:k@haymancapital.com>> wrote:
¢hris,

we have been working on something that I would 1ike to share with you on Monday at lunch if you happen to
be free. wWe think that a billion dollar Ponzi scheme is about to unravel and it has implications for a
few real estate projects in the DFW area.

Let me know if you are free around 1lpm on Monday. Bennie is going to join as well.

JKB

J. Kyle Bass

chief Investment officer
Hayman Capital Management

LAVRAANANNNNDA


www.rsfpartners.com<http://www.rsfpartners.com
mailto:cid:image001.gif@01D02A0C.A28F7870

Response:

Defendants hereby object to this request as not relevant, not relevant to a stated
cause of action and not reasonably calculated to lead to the discovery of admissible
evidence, as well as not reasonably limited in time and scope. Subject to and
without waiving thesc or the general objections, Hayman Capital Master Fund, LP
held the following short position in UDF IV stock.

[F03/31R015 ] 2 06/30£2015; &1 07311201 12110120153 1102104/201 65
(1,215964) | (2,067,513) | (2,242,513) | (3.437,250) | (3,088,130)
($21,303,689) | ($36,140,127) | ($40,679,186) | ($38,325,338) | (831,498,926)
DEFENDANTS’ RESPONSE TO DISCOVERY REQUESTS IN PAGE 6

AGREED ORDER ON PLAINTIFFS’ MOTION FOR DISCOVERY UNDER THE TCPA

14047201V.3 102877/1069783



Message

From: Parker Lewis [PL@haymancapital.com]
Sent: 4/1/2015 9:06:09 PM

To: Chris Kirkpatrick [CK@haymancapital.com]
Subject: FW: UDF Update

Attachments: imageG0l.jpg

Fyi - sent this email to andy so he is aware

[cid:image001.jpg@01C84251.44A3D170]

Parker Lewis

Hayman Capital Management, L.P.
2101 Cedar Springs Road Suite 1400
pallas, TX 75201

214.347.8043 Direct
512.699.7480 Mobile
PL@HaymancCapital . com<mailto:PL@HaymanCapital.com>

From: Parker Lewis

Sent: wednesday, April 01, 2015 4:05 PM
To: Andy Jent

Subject: UDF Update

Andy - the SEC reached out to chris and wants to have a short call tomorrow morning to walk through the
summary presentation rather than an in person meeting at this stage. They requested 8:30am, chris and I
are planning to just walk them through it to get the ball rolling. Plan is to make sure they understand
the 1,000 foot view, answer any preliminary questions and provide enough specifics to set the hook with
the hope that request a follow-up to do the deep dive

[cid:image001.jpg@01C84251.44A3D170]

Parker Lewis

Hayman Capital Management, L.P.
2101 Cedar Springs Road Suite 1400
Dallas, TX 75201

214.347.8043 Direct

Mobile
tal.com<mailto:PL@HaymanCapital.com>

WAVAAANNANANNN2AD
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Message

From: Parker Lewis [PL@haymancapital.com)
/-~ Sent: 5/26/2015 8:28:12 PM
To: J. Kyle Bass [k@haymancapital.com]; Henry Becker [HB@haymancapital.com)
CC: k2 [k2@haymancapital.com]; Andy Jent [aj@haymancapital.com]
Subject: RE: UDF Borrow...

Attachments: image00l.jpg

Kyle - we just wrapped up a little while ago, the meeting lasted for about 5 hours. It was just David
Klimek from the FBI and we had our restructuring contacts (that helped restructure a similar real estate
Tender gone bad) join for the last 2 hours which was really helpful and informative.

I need i0S 8 to download the Signal app, I'm working on an older iPhone and need to update the i0S which
I will do, then download the app and send you a test.

Rather than provide a full update in email, I will wait until we get a chance to speak but obviously
given the length of the meeting, David K was very engaged. We communicated the specific items that you
wanted us to articulate and we also laid out the most black and white situations that we think they
shou1g ;ocus in on which appeared to be very helpful in simplifying what is otherwise a very complicated
set of facts.

Look forward to catching up on the phone and will give you the full download.
[cid:image001. jpg@01C84251.44A3D170]

Parker Lewis

Hayman Capital Management, L.P.
2101 Cedar Springs Road Suite 1400
Dallas, TX 75201

214.347.8043 Direct
—
Vi aymanCapital.com<mailto:PL@HaymanCapital.com>

From: J. Kyle Bass

Sent: Tuesday, May 26, 2015 2:00 PM
To: Henry Becker

Cc: k2; Andy Jent; Parker Lewis
Subject: Re: UDF Borrow...

How many guys in suits? And what time is it now?

J. Kyle Bass
Cchief Investment officer
Hayman Capital Management

on May 26, 2015, at 7:56 PM, Henry Becker <HB@haymancapital.com<mailto:HB@haymancapital.com>> wrote:
He is still in there...since 9:30...

<image001.png>

Henry V. Becker Jr.

Hayman Capital Management, LP

2101 Cedar Springs Road, Suite 1400

Dallas, TX 75201

Direct: 214-296-4913

cCell:
hb@haymancapital.com<mailto:hb@haymancapital.com>

From: J. Kyle Bass

Sent: Tuesday, May 26, 2015 1:55 PM

To: Henry Becker

Cc: k2; Andy Jent; Parker Lewis
/™™subject: Re: UDF Borrow...

WAVALAANNNNN4G2
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Thanks. Parker, when is your big meeting? Have you downloaded signal? Download Signal in the App Store
and send me a test message asap.

J. Kyle Bass _—
Chief Investment Officer
Hayman Capital Management

on May 26, 2015, at 7:47 PM, Henry Becker <HB@haymancapital.com<mailto:HB@haymancapital.com>> wrote:
17.30...

<image00l1.png>

Henry V. Becker Jr.
Hayman Capital Management, LP
2101 Cedar Springs Road, Suite 1400
Dallas, TX 75201
_ Directy =296
11 I

hb@hay

From: J. Kyle Bass

Sent: Tuesday, May 26, 2015 1:47 PM
To: Henry Becker

Cc: k2; Andy Jent; Parker Lewis
Subject: Re: UDF Borrow...

Thanks. where is it trading now?

J. Kyle Bass
chief Investment Officer
Hayman Capital Management

on May 26, 2015, at 7:38 PM, Henry Becker <HB@haymancapital.com<mailto:HB@haymancapital.com>> wrote:

The borrow on the street is up to 18% and becoming unstable. Wwe were able to borrow 25k today, but we

are getting really tight. JPM will hold the 9.5% for now. Quant funds starting to play in it, Russell /"‘\
related. As of right now it looks as though we will not be able to lock down a chunk. I will continue

to monitor daily. wWe are short 1,767,471 or 2.4% of AUM.

<image001.png>
Henry V. Becker Jr.
Hayman Capital Management, LP

2101 cedar Springs Road, Suite 1400
pDallas, Tx 75201

cell:

hb@haymancapital.com<mailto:hb@haymancapital.com>
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Appointment

From:

™=\ Sent:

To:

Subject:
Location:

Start:
End:
Show Time As:

Recurrence:

Chris Kirkpatrick [CK@haymancapital.com]
5/28/2015 5:46:51 PM
Chris Kirkpatrick [CK@haymancapital.com]

Accepted: Meeting SEC UDF
801 Cherry Street 19th Floor Fort Worth TX 76102

6/2/2015 2:00:00 PM
6/2/2015 7:00:00 PM
Busy

(none)
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CAUSE NO. CC-17-06253-B

UNITED DEVELOPMENT FUNDING, § IN THE COUNTY COURT OF
L.P., etal., §
§
Plaintiffs, § DALLAS COUNTY, TEXAS
§
V. §
§
J. KYLE BASS et al., § COUNTY COURT OF LAW NO. 2
§

AFFIDAVIT OF J. KYLE BASS

BEFORE ME, the undersigned authority, on this day personally appeared J. Kyle
Bass, personally known to me and who, after having been by me duly sworn upon his
oath, deposed and said:

1. My name is J. Kyle Bass. I am over 21 years of age, of sound mind, have
never been convicted of any felony, and am fully competent to make this affidavit. I
have personal knowledge of all facts stated in this affidavit and they are true and
correct.

2. I am the Founder and Chief Investment Officer of Hayman Capital
Management L.P. (“Hayman”). Hayman is an SEC-registered asset management firm
with a global footprint that manages assets of privately-offered pooled investment
vehicles. Hayman is an investment advisor to funds and accounts that are in the
business of actively buying and selling securities and other financial investments.
Hayman primarily manages the assets of institutional investors, as well as ultra-high
net worth individual investors.

3. I have over twenty-five years of experience in the financial markets, with
particular expertise in global event-driven investing, and hold a Bachelor’s Degree in
Finance from Texas Christian University. Prior to forming Hayman, I was a Managing
Director at Legg Mason and a Senior Managing Director at Bear Stearns. In my career I
have managed private funds with strategies focused on sub-prime credit, the
pharmaceutical industry, and Asia.
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19. In April 2015 Hayman gave a presentation to the FBI concerning
Hayman’s UDF related research.

20. In or about late May or early June 2015, at the request of the FBI, Hayman
attended an additional meeting with the FBI related to the UDF research. Forensic
accountants attended this meeting.

21. In or about late May or early June 2015, Mr. Kirkpatrick attended a
meeting with the SEC head of enforcement of the Fort Worth office to discuss Hayman's
UDF-related research. Mr. Kirkpatrick previously worked as an SEC Enforcement
attorney.

22. In its entirety, Hayman spent approximately two-years conducting UDF
related research, and in the process reviewed thousands of pages of documents believed
to be reliable from sources which include, without limitation, SEC filings, county court
records, county land and deed recordings, central appraisal district websites, the
Secretary of State taxable entity search records, and visits to various physical sites.
Guided by this extensive research as well as the institutional knowledge and experience
of myself and Mr. Lewis, and Hayman’s expansive industry experience in financial
reporting, restructuring, accounting, and evaluating financial disclosures, Hayman
identified patterns of financial irregularities and solvency concerns among Plaintiffs
that Hayman could not in good faith just ignore.

23. Once Hayman learned the financial irregularities of the Plaintiffs and their
potentially fraudulent conduct, Hayman believed that it had an obligation to share the
conclusions it derived from the UDF related research. Hayman believed that this
information presented critical information to stakeholders including investors, financial
institutions, lenders, auditors, and investigative authorities related to a matter of public
concern, notwithstanding Hayman having a financial interest in the situation.

24.  After over a year of extensive research, review and analysis of thousands
of pages of publicly available resources, Hayman publicly disseminated
communications concerning the UDF-related x research, after extensive internal
analysis of numerous patterns of striking financial irregularities within Plaintiffs. My
understanding is that before Hayman publicly disseminated any information related to
Plaintiffs, Hayman notified government agencies that it intended to make public
information related to Hayman'’s UDF related research.

25. Hayman engaged First Amendment counsel at Cahill Gordon, Landis Best
(“First Amendment Counsel”), in connection to the dissemination of information
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From: Chris Kirkpatrick |CK@haymancapital.com|
Sent: 6/12/2015 6:13:16 PM

" To:e David Whipple [WhiapleDa@SEC.GOV]; Keith J. Hunter (HunterK@SEC.GOV]|
‘ubject: Fwd: UDF V Loan - 6.3.15

- -

Attachments: UDF V Loan Issued 6.9.15.pdf; ATTO0001.htm; image001.jpg; ATTGC002.htm

Here the presentation that I referenced in my voicenail. Let me know it vou would like te set up a call
to have pParker walk you through it.

Begin forwarded message:

From: “Parker Lewis" <PL®haymancapita’.com<mailto:PL®haymancapital.com>>
ro: "chris Kir kpatrick" <CK@haymancap®tal.comemailto:CK@haymancapital.coms=>
Subject: JUDF V Loan - 5.9.15

chris - see attached, this ou- review of the latest loan issued by UDF v. The entity which reczived the
loan is a Mehrdad Moayedi entity. L reviewed the :deed history and UDF III has or had (prior to this loan
frem UDF V) a S4.8 million second lien “oan to the same entity that was issued pre-financial crisis
2007 anc has continued to grow for the past 7-8 years. In addition to attached analysis of the history
of this ertrity and various loans, I also i~cluded a link to the UDF v 8-K that was put out yesterday. I’
m going te look at the property this afternoon but let’ s nor delay sending.

http:, /ww. sec.gov/Archives/edgar/4ata/1591330/0001144204150356574,/v412974_8k.htm

[~id:im=2ge001. jpg@01C84251.44A3DL76¢)

Parker Lewis

Hayman ZCapital Management, L.P.
2101 cedar Springs Road 3uite 1430
allas, Tx 75201

214.,347.8043 Direct
512.699.7480 Mobile
PL@HaymanCapital.comemailte: PL@HaymanCapital. comsamailte: PLOHaymanCapital. coms

Q,
h
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Shahan Prairie:
UDF V Development Loan
June 2015
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Shahan Prarier — A Centurion American Development
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UDF | originally loaned to Shahan Prairie (Mehrdad Moayedi) as a
junior lender in 2004; UDF Il entered the picture in 2007, extending
and increasing its loan through the financial / housing crisis (the latest
increase coming in 2014); UDF V is the latest to enter the picture,
issuing a $18.1 million subordinate development loan on June 9, 2015

FOMA COLIFIDSNTIAL TREATMENT
REQUESTEN PY FATTFN L. P



Shahan Prairie Loan Timeline

September 6t

Shahan Prairie 2007
LP Loan

p 5 UD7 lloans first National Bank issues
.55 t Savereign Bank 1ssues loanin inal princi
rogl’eSSIOI‘l S mm to Shahan UDF | ian s celeased, ) {1 3 0a o:-gl al pri pal
Prairie (SP), this 51.65mm loan to SP; loan amount of $3.2 million. Deed
. acknowledging tull f
loan s junios to g gven in part as extension referenced na prior lien. This
. repayment of loan k y .
S$1.15mmseller’s and renewal of seller’s note loan is later assigned to Plains
note Capital Bank

UDF |, UDF 1il and UDF V have all loaned to SP; UDF Il lent through the financial crisis, increasing the loan balance along the way

June 9*
2015

February
2014

May September
2008 20t 2007

uor Vissues

Tre. ital
518.1 million GHEL

UDF [ 3ssigrs
Issues $2.55

development UDF $15mmloan to
loan whichas mrllnén loarito UDF Il uof increases lean CTMGT & 12
subordinate to Tree C::::::::\k meteases loan increases loan from $1.9 subsidianies, UDF I Issues §1.9
Capital; no mention lign Is celeased from §3 4 from 52.5 million to §2.5 ncluding SP, _to T T e
ot UDF 1.1 loann Anonth 12 ter million to $3.8 million to $3 1 million on Textron, UD "t
press reinase, likely UDF i 15 ! milkon milhon Segtember 20, defaulted on
a backdoor 2009 Teatron loan in
refinancing of subodia s June 2009

Tre:
JDF Hl loun rex Capital
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UDF | Loan to Shahan Prairie — 2004

UDF 1 issued a second lien to
Shahan Prairie in August 2004 for
$1.55 million; this was a second
lien subordinate to a seller’s note
of $1.15 million

FOIL CONFICEHTIAL TREATMENT
RFQUFSTED B KATTEL LLP

SPECIAL WARRANTY DEED

Date: Augan 27, 2004
G ranter: trederick 1. Olden
Grantor’s Muiling Address:

30 Ashton Coun
Dallas. Texas 78230

Grantee: Shahan Prairie. L.P . a Tonus limited pannership
CGrantee's Mailing Address:

Shahan Prairic. §. P.
3 Airpon Freeway. Suite 2i40)
Bedtord. Texas 76021

Consideration: Cash and uther good and saluable consideration o the ondersiwied patd by the
Grrantes hervin named. the seceipt ot vich s hereby sohnowledped and the fusther considerstion of
the execution std delivery of a tint lien purch.se moncey pramissary note in the oryginal amaunt of
$1.150.000 10) puyable to the Creantor and be:ay: seeured by avendor’ lien herein and further scewred
h: a Deed of Trust of even date 10 Dased 3 Raxter. Toustee and in eansideration of the execsmaon
and dkfﬁ\k'r}‘ of 3 sccond lien punchsie mone: pramizry nofe in the orginal amount of §
SLAI0.ANLCD o uble to Umited Developant Furding, 1P, a Nesada Limied
parnership and being secured by a subordinaie wendoe s hen herein und furthes secured 9y i seeond
lren Deed of ruit ot even date to Hollis Cireenlaw, Frustee.

Property (including any improsements):  Bumy a 102.324 2cee tract of land situated in the E.A
Shahan Survey, Absiract No. 1203, €A Shihan, Abstract No 1205 and the Lav son Clark Sunvey,
Abstract 31 1. Denton County Texac and heino mare nanticniariv dearrhed he avstuc and honnde an
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UDF | Loan to Shahan Prairie Assigned to Textron — 2008

On May 1* 2008, UDF issued a
secured promissory note in the
amount of $15 million to CTMGT
and 12 CTMGT subsidiaries,
including Shahan Prairie, LP

On May 7' 2008, this loan was
assigned to Textron Financial
Corporation.

On June 14+ 2009, UDF defaulted.

on its loan to Textron.

ANSIGNMENT OF SECURE D PROMISSORY NOTE,
DUELD OF TRUST AND LOAN BOCLUMENTS
WIMSY P lC

rot and ir vonsidetation ol the tm of onc dollur 3. ¢01 ang ctier gend and : alnakie
corsderation, the resuipt of which is lwoy ackrowledged, UNITED RFVELOMICNI
FUNDING. U P. a Oclaware lim'ted panacrship (“Asaignor™), whose moiling sddress is 1812
Cindy Lane, Suite 440, jlediond. Tanas T0021. daes arehy. theoagh it daly sppoitited ard
author.zed officers. bargaing sell, gtve, srunt, copvey, traster, set over and assign. WHTHOU L
RFECOURSL. to [FXTRON FINANCIAT CORPORATION, s successors and ssipns. s of
Anaaenor’s cights. tile and terest an, to and under the (olloning ieansments and docunicans

Wil 1hat certgin Seeared Prom wory Note, duted elective fe of Moy 1, 2008, executad

by CTMGL. T EC, 3 Teans mmated faortity compeny “Bormwe:”), and Shahan
sic, | P, o Texas linnied panneeship. One Wesdland Spreings. Lid., a Texas
fimind peatnership. One Prainie Meadaw-. LEL 3 Tesas umited poadneriin, 2R7
Waxashashie, TP » Texas limied patcenhip. WS Mureral Holdweys. LIC, 2
Texa limited lability company. Sia’e- 114, L P g Texas limited sanserthip, 26!
CW osprings, 1P, 3 Levas limted pastnessiup. Vakencia on the 1ake. L1, 8
Yexac limited parnership (“Valencin™l, Ore SE. 1., a Toxas himited
partneestiip. Two SK. 1P a Texas limited padtnensnip, CTMGT Sunger. LI, 8
Texae hmited lahiliy compang. and TMGT Coppell LLC, a Lesas himited
e sempany (e “Sahakancd”) i taan el Asssgnoar in the wegioal
nal amount of Filleen \ift on and no'1%) Dalures ($1S.000.L0C L0 1the
The cominving ndehiedness ot Volencw !0 Assignas {onncely.
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UDF Ill Deed of Trust — Issued 2007, Increased 2009

DLED OF TRESLNOCUIIEY AGRELMUNY

N .
On Septembcn: 20! 2007’ UDF lll issued a AN[PEENTRRE P 3UINMELEINANC ING SENTEMYNIY
secured promissory note in the amount of
$1.9 million to Shahan Prairie, LP.
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On September 20" 2009, this loan was
increased to $2.5 million.

The land that secured the loan was
“101.438 acres tract...being a part of a
called 102.324 acre tract of land. e AT Ao e
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UDF Il Deed of Trust — Further Increased 2012

On April 1, 2012, UDF Ill’s loan to
Shahan Prairie was further increased
from $2.5 million to $3.37 million.

EXMIRIT “A®

BEING A 10043 ACRE TUACTT GF LAND SIFUATKD IN THE A, SHANAN
SURVFY, ARSTRACT NO. 1104, E.A. SHAHAN SURVEY, ARSTIIACT NO 1208, AND
THE 1.AWSON CLARK SURVEY, ABSTRACT R(b. 3U1, BENTON COUNTY, TEXAS,
AND BEING PARC OF A CALLRD 102.324 ACRF. TIACT OV LAND, CONVRYED TO
SHAIAN PRAIRIE L.F. RY DRCD RFCORNDED (N PYWTRUMKNT 1018.13349S HEAL
PROPERTY RECO:DS, DENTON COUNTY, TEXAS, AND BEING AL OF A 49.13?
ACRE TRACT OF LAND IKXXOWN AS SHAILAN LAKEVIEW AUDITION, FNASR 1,
AN ADDITION TO THR CIUY 04 QAIC POINT, AS NECONDED IN CABINET X,
PAGE 842, PIAT RECORDS, (HINTON COUNTY, TRXAS. SAID (01438 AcUR
TRACT, WITH DLARING LASEs BLIVG GRID NORTIL. TENAS STATE FiANA
COORDINATK SYSTENM NADY) (CORN), KORTH ENTRAL ZUNL £202 RASRD ON
GFS MUASUREMLNYS ON JULIAN DAY 329, 2004 FIOM COLLIN COUNTY CONE
ARD (PIN DFES32) DENTUN OONS ARDE (PIN BIERYWS) AND ARIINCTON NIRP2
CORS ARP (PIN DF£)RY), BLING MOKRE PARTICULARLY BESCRIRED RY METRS
AND HOUNDS AS FOLEOWS:
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UDF 1l Deed of Trust — Further Increased 2014

On February 27, 2014, UDF Ill issued a second
junior loan to Shahan Prairie in the amount of
$1.39 million, “the Supplemental Junior Note”.

Including the “Original Junior Note” in the
amount of $3.37 million, the total amount of
promissory notes from UDF 1l to Shahan
Prairie was $4.76 million as of February 2014.

The loan was also extended to March 6, 2015.
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Trez Capital Enters the Picture — Later in 2014

On November 4, 2014, Trez Capital issued a
promissory note in the amount of $2.55 million to
Shahan Prairie, LP on the same picce of property.

Trez Capital’s loan is senior to UDF IlI’s notes (the
Junior Notes).

On December 5, 2014, PlainsCapital Bank released
a lien with an original principal amount of $3.2
million (theoretically refinanced by Trez Capital).
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UDF V Enters the Picture — 2015

On June 9, 2015, UDF V entered into a
loan agreement with Shahan Prairie, LP to
provide a $18.1 million subordinate
development loan on the same piece of
property.

Trez Capital’s loan is senior to UDF V's
notes (the Junior Notes).

The electronic copies of the deed of trust
and any releases of liens have not yet
been filed; as such, it is difficult to
determine the status of UDF IlI's loan.

However, it is interesting that UDF V’s
press release mentions Trez Capital’s loan
but that it doesn’t mention UDF lil’s loan.

$18.1 million is way too much to develop
102 acres, which begs the recurring
question of “Where is the money going?”
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While UDF Il CANNOT Make Timely Payments to Bank...
Sept 21 March 21th
2009 2014

UDF Il Loan
from Legacy
TX Bank

JDF It receives $15 million loan

from Wesley ). Brockhoet

(LegacyTx) refinances UDF Il loan trom Wesley
8rockhoeft. 15sues S15mm credit facility (510mm
term. S1Smm revolving); term Inan requires
quartesly amortization payments of $1.25 million
for each quartar that the loan is outstandiny
(matures in March 2016)

UDF 1l refinanced its loan from Brockhoeft in March 2014; this new loan began to “non-perform” almost immediately
December September
2014 2014

“The Partnership obtained an
~xtonsion fraom _egacyTexas
for the September 2014

“The Pantnership
obtamed a wawver rom
LegacyTexas tor the late

“LegacyTexas waived any

default in connection

with the late payment of

the required principal

payment on March 21,
2015 °

2012 10-K mentions the
extension from Septembee-
isame quote verbatim),
but dors not mention
anything else such as
whether the payments
were made

required princapal payment to
December 21,2014 and will
resume making the quarter’y

principal payments in
accordance with the terms of

paymentin July 2013 of
the June 20143 required
principal payment”’

the Term 10an at that time

Source

A CONFICENTIAL TREATMENT

ro
REMESIED BY FATIENLLY

UOF 1 20NS & 10U

101
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UDF Il Disclosure on Legacy Texas Bank Credit Facility

This is the specific disclosure from UDF
1I's March 31, 2015 10Q that highlights
1) a late payment on its latest required
principal payment and 2) the fact that its
revolving credit facility matures on

June 21, 2015.
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Remember UDF V’s Disclosure About Not Lending to Affiliates

i UDF V, the newest fund in the UDF family of funds, “will not participate in any investments with ouri
advisor entities or any of their affiliates, including any prior program sponsored by affiliates of UDFH"i

i So unlike UDF Il or UDF IV, UDF V will not directly loan money to affiliates nor will it acquire participationi
intercst in related party / affiliate originated loans.i

Uunited Developutent Tunding Iucowe Fuad V

DT Y canswivormanred Y lind raal estats ne estnear vy thar ireses tohits as o BELE ande tederal v low
W oere tortwe 4T Zonerate - BTe INITEST INC L PV Fsbng s ecwed loae an tproduc g cotits Fogn e esnnents
rewceutal real extate

We wdldetsie a wiemhcagt pertton oF curiwsoms boocoeating peechasig and bolding for uwvesreent soowred loans for the
Acueanen as o dewelopent of parcels afreal propermy wro swgle-fanuly revdeanal ot We aite will ke direct wveguuenns
ut laad fro develogment mio swigle-faunls s,

We aloa Ll provide dredir enlun swiears o reat estate developers Gl bankers and other teal e.nate wvestr. Sucl sredn
cobiaucciess mar ke Me e ol lean suarantes, the pied2a oF A ,0h 2 erer ¢F (s 10 57 au UIer (05 ror o erient
provided by s 1o slued-parms lander foe the banefin of 2 borradver and 1 witewdd2d 1o sulung « the cr-dine rlines of G
burrower el a

Sty e borrewer credit atterzos ot weuld cthaovies be wa=he to cbtam ﬁpnmc pate i any
wvestaenrs with e advase ennnes o ag; of ther atfilaares. weinding ans ot esran sporsosod by athlire:, of UDEI

- OF V Prospectus Form S-11 (February 26. 2014)

3

i While UDF V, technically, has naot lent to an a<iliate program, it practically has by lending to an entity thati
previously received and currently has a 2*? lien loan from an affiliate (UDF IIl), not to mention this entity isi
controlled by its affiliate’s largest borrower (although none of this relevant information is disclosed).i
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Message

From: Parker Lewis [PL@haymancapital.com)

Sent: 6/12/2015 3:15:28 PM

To: J. Kyle Bass [k@haymancapital.com)

CC: Andy Jent [aj@haymancapital.com]; Henry Becker [HB@haymancapital.com])
Subject: RCAP Up on Citi Note

Attachments: image(001.png; image002.png; image003.png; image004.png; image005.png; image006.png; image007.jpg

Not a lTot of analysts cover RCAP but Citi does and their analyst is one of its biggest cheerleaders; the
one thing that he mentions that will concretely give the stock support is if the company can get a waiver
or amendment on its leverage covenant, which they are apparently in the process of working on. I've
spoken with this analyst several times; he definitely drank the cool-aid. Even if RCAP gets a waiver or
extension, it will not change the ultimate outcome for the business and it's downward trajectory,
especially when news breaks of UDF

Can The Stock Pull out Oof Its Gravitational Descent? Favorable Q&A with CEO And CFO
RCS Capital Corporation (RCAP)

12 June 2015

This company belongs to Focus List
Buy/High Risk

Price (11 Jun 15)
Us$6.94

ATarget price
Us$18.00
Expected share price return
159.4%
Expected dividend yield
0.0%
Expected total return
159.4%
Market Cap

US$536M

* Favorable Q&A with Management

Given the further decline in the shares, we ran through a series of topics with the CEO + CFO. Our
discussion covered: 1) debt dynamics; 2) EBITDA disclosure; 3) wholesale economics; 4) recent regulatory
filings (and implications); and, 5) an update on the DoL proposal. while clearly the decline in the
shares has us second guessing ourselves, we believe the recent trading reflects adverse technicals owing
to the decline in the shares themselves (against thin float); the absence of action by management since
1Q results; and, developments elsewhere, notably at Neutral-rated LPLA, but not due to adverse
fundamental changes. our conversation was constructive but...

* ...2Q Will Be Make Or Break On Management Credibility

/—=\As the firm will need to deliver on: 1) Retail B/D adjusted EBITDA targets; 2) Wholesale profitability;
and, 3) restructuring of debt covenants, the latter 1ikely to stem the negative feedback loop on the
shares, we believe. However, given management‘'s inability to deliver on financials recently, 2Q is now
"make or break" time around credibility. No question, the shares screen cheaply, and we now think rate
leverage alone (see also 5/11, No Debt (or Equity) call Likely; Still See A "Double"

LIAVAAANNANNAN2RQ
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Appointment

From:
Sent:
To:

Subject:
Location:

Start:
End:
Show Time As:

Recurrence:

). Kyle Bass [k@haymancapital.com]
6/15/2015 3:33:48 PM
Chris Kirkpatrick [CK@haymancapital.com])

Accepted: UDF Call
Dial In: (866) 906-2797 Code: 6468800

6/15/2015 9:00:00 PM
6/15/2015 10:00:00 PM
Busy

(none)

WAVAIANNNNNARR



Production BegBates | Production EndBates | Production BegAttach | Production EndAttach Sent From Sent To TEXT_Message Id | TEXT_Is Sent | TEXT_Type | TEXT_User Account Extracted Text Date Sent (Date & Time) | Date Received (Date & Time)
HAYMANO0005531 HAYMAN0O05531 Parker Lewis (+15126997480) 6827|Yes Outbox p:+19172075823 | love it. Did you jump the fence? 6/12/2015 16:37 6/12/2015 16:37
1 kept my arms and legs inside the vehicle...in
HAYMANOD005532 HAYMAN0005532 Parker Lewis (+15126997480) 6829 Inbox p:+19172075823 case i was being followed, ha 6/12/2015 16:43
HAYMANO0005533 HAYMAN0005533 ~ Parker Lewis (+15126997480) 6830|Yes Outbox p:+19172075823 | figured! 6/12/2015 17:16 6/12/201517:17
Make sure you send along the photos to SEC and
HAYMANO005534 HAYMANO0005534 Parker Lewis (+15126997480) 6831|Yes Outbox p:+19172075823 FBI 6/12/2015 17:17| 6/12/2015 17:20
HAYMAN0005535 HAYMANO0005535 Parker Lewis (+15126997480) 6833 Inbox p:+19172075823 We wili, ca!l set up with SEC on Monday, 4pm 6/12/2015 17:21
{HAYMANO0005536 HAYMANO0005536 Parker Lewis (+15126997480) 6834|Yes Outbox p:+19172075823 Perfect. Pis set up a dial-in and send it to me. 6/12/2015 17:28 6/12/2015 17:29
HAYMANO0O005537 HAYMANODO0S5537 Parker Lewis (+15126997480) 6835 Inbox p:+19172075823 Wwilldo 6/12/2015 17:49)
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Message

From* Parker | ewis [PL@haymancapital.com)
Sent: 7/6/2015 L:41:12 PM
To: J. Ryle Bass [k@haymancapital.com
ubject: RE: Investment Team Meeting Recap fram 7/21

Attachments: imape00Ll.png; imaiett2 png, imaeget03.png; image004.jpg; imnage008.07w; 1mage005.png; Naspers Financial
Analysis.xisx

Kyle - see attached analysis on Nasoers.
“he 's<tub’ trades at ~0.7x revenue ana ~11.1x EBITDA]
[cid:inage0dl. pngWOLlDOB7C. . 790BA39D)

ax eTfecring:, $1.2 billien, or 2% of the valus is
% +3 attributed to Tencent)

attributed to t-e stub (2

[cid: 1mage002. png@d1DOB722 . 79NEBAES0]

Naspers trading perform:ince trackse Tencent {last 12 month pertorma-ce)
{cid:1ma0e003. pnu@OLDOB7 22, 790BAEID]

The stub has revenue of U5D0$5.9 billicn and EBITDA of usD$350millicn (ecommerce + pay TY + print
mecia). . .with the eCommerce business having revenue of 12billion ard an ozerating luss o= ~$8400 m “Tion

[oidiamagedss. pngIDuR . S/ PD30R3E ]

[cid:imagel03.pngR0DO37Ca . FOSFL1IAC]

sumary of Imitial Thoughts

o The econrerce business is swall on a revenus= basis, complex and publicly di:losed information

!

in financials on the indiividual businesses - markets within ecommerce i< limited - difficult te even
determine whlich markets 7 business a-~e profitabls whivr wakes valuing, ever on a r2venue multiple basis,
challenging (negative net earnings)

¥ ‘Etail’ acsounts tor S9N ot revenue of the ecommerce busin2ss, with the othar 41% coming fron
clagsitieds, onln2 sarvices, payment., GC3 ana marketplaces. For the ‘etail’ business, 5% of the volume
i3 attributed to Indi2 and Soutnsast Asia, 35% Europe and 1% Afri-a Middle East.

n The ecommerce businecs ope-at=s acrcss 40 different markets glebally.

“ The value ascribed to the stub tecommerce + pay TV + priat media) is relatively small compared
to value attributable te Tencent.

“ The earnings " vallie of I1encent “ixely subsicize the iavestment in the ecommercs businesss

“ If the Tent=nt/tMail.ru stakesz were spun off, the compan, ray not be able to invest as
significantly 1n the g-owth of the ecommerce buvinesses ‘does activism r2ally make s2-se if scT).

Ultimarely, I view the ecommerce business 35 a small cap tech stcck that ose-ates adress a
<ignificant number of warkets for whirh we have very limited visibility.

* I think it will be difficult for us to have an edge . gain an advantage aiven zhe 1) limited
information 2) complexity and 3, geoagraph®es in which these busiqessses opar-aze.

A If we want long tern eposure, there are bettar, <lean2r stories Lhan Naspers inct tnat Naspsers
is particular.y unattractive; out rather that the-e are other oppertun-ties that we will be batter suited]
to make informed . convicted imnvestment decisions’.]

1am happy tc do more work and dig in; thss2 are just my initial thougths upon pr2liminary ra2view andl
alking to a few p2ople. I have been focusing mor2 on looking for shorts cecauss everything I lecok atl
seems very expensive, especially cn the tech side (with the caveal that I Zontinu2 to think that Fandoral
‘s incredibly underapprecistedsundervalued;.l

FOIA CONFIDENTIAL TREATMENT
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I'm also happy to discuss further, down in Micaragua for <he weex so I'm an hour tehind Dallas, apologiss
for seing a2 little slow in responding.

© [cid:image0Dl. jag@01C84251. 44A3D176 |

g

arker Lewis

Hayman Capital Management, L.FP.
2101 Cedar Spriags Poad Suite 2409
pDallas, TX 75201

212.347.8043 Direct
512.599.7480 Mosile
PL@daymanCapital. com<mailto: Pl @HaymanCapital. con:

From: J. Kyle Bass

sent: Monday, July G6, 2015 5:00 aMm

To: Parker Lewis

Subject: FW: Tnvestment Team teeting Recap trom 7/2
Impcrtance: High

Pzarker,

when wil® you be able to update on the potential for activism? Flease send me a spreadsheet with the stub
valuation as sccn as poscible (show me the valuation methcdology trat wou use in valuing the p-ivate
companies. What are your initial thoughts?

Kyle

Frem: Jeff Zate

sent: sunday, uly 5, 201> L:12 PM

Te: ). Kyle 8ass

Cc: Brandon 0Osmon: Andy Jent

Subject: Investmen: Team Meeting Recap from 7/2

JF {Parker)

1n uypdate cn meetings - pace seams to be acceleratingn
2n Trying to grow position - Tight borrow leading to some buy-ias around the streetn
3)n Recommendation: Add when wz can get borrown

GM {Parker & Andy)

n 9: wkat is the bea~ case? a: SA i5 a headwind, China taiiwind fading, and NA concerned about Fan
impact on competitive dynamicsn
2) Truck segments doing very well
30n Should easily meer earnings estimatesn
n Recommendation: None at rioment: Revisit after earningsn
Naspers (Parker) R
1)n Discussion of high-level background & thesisn
2)n Tomplex sizuation w/ many ope~ questions to address:n
a.n Can you short Tencent and mail.ru to isolate the stub and how capital efficient is i1t?n
b.n vhat are tax implications of vreakup, and is there rcem “or activismt™n
c.n How do we get an edge on dissarate “cors" businesses across multip e countriestn
b} Recommendation: Parker continuing To investigate

Puerte Ricc (Dan)

Ln Governor's speech on restructuarirg spocked the market, but it seems to be settling dewnn

FOIA CONFIDENTIAL TREATMENTN
REQUESTED BY KATTEN LLPn
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Message

From: Parker Lewis [PL@haymancapital.com]
/.\ Sent: 7/28/2015 5:48:34 PM

To: J. Kyle Bass [k@haymancapital.com]

cC: Andy Jent [aj@haymancapital.com]

Subject: Non-Traded REIT Recommendation

Attachments: image002.jpg; image003.png; Other Non-Traded REIT Opportunities.xlsx

Kyle - see below and attached. we recommend a basket including LPLA, NSAM, APLE and NRF (2 broker dealers
and 2 REITs) to add exposure around a negative UDF/RCAP event, with a heavy weight toward the broker
dealers; we believe there will be more volatility in the broker-dealer names immediately following an
event which is why we prefer these names. All of these companies report Q2 earnings between August 6-11.
We can discuss in the investment team meeting on Thursday or anytime between now and then.

[cid:image003.png@01D0C933.861DDD70]
[cid:image001. jpg@01C84251.44A3D170]
Parker Lewis

Hayman Capital Management, L.P.

2101 cCedar Springs Road Suite 1400
pallas, TX 75201

214.347.8043 Direct

512.699.7480 Mobile
PL@HaymancCapital.com<mailto:PL@HaymanCapital.com>
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Message

From: Parker Lewis [PL@haymancapital.com]
/== Sent: 7/30/2015 2:08:04 PM

To: J. Kyle Bass [k@haymancapital.com]

CC: Henry Becker [HB@haymancapital.com]

Subject: Non-Traded REIT Execution

Attachments: image001.jpg

Kyle - if we complete the execution today, we will have to AT LEAST be 27% of LPLA volume and 31% of NSAM
volume but 1likely more. If we do this, we will affect the stocks and not get effective execution. We
would like to spread over the next few days to make sure that we get the best execution. Based on
everything that I know, there will not be an event in the next week related to UDF.

[cid:image001.jpg@01C84251.44A3D170]

Parker Lewis

Hayman Capital Management, L.P.
2101 cedar Springs Road Suite 1400
Dallas, TX 75201

214.347.8043 Direct

512.699.7480 Mobile
PL@HaymanCapital.com<mailto:PL@HaymanCapital.com>
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Message

From: Parker Lewis [PL@haymancapital.com]
/*= Sent: 8/7/2015 2:01:46 PM
To: J. Kyle Bass [k@haymancapital.com]; Andy Jent [aj@haymancapital.com])
cc: Henry Becker [HB@haymancapital.com]; Brandon Osmon [bo@haymancapital.com]; Jeff Cate
[ic@haymancapital.com)
Subject: Apple Hospitality REIT Earnings

Attachments: image001.jpg; image002.png; image003.png

Below are notes from Apple's earnings release; summary of call notes and earnings are below; it appears
that the same-store comps performed well in the quarter. Average room rates and occupancy both improved;
that being said, I do not think there is much risk to being short for our horizon because 1) market views
on growth should be 1imited given where average daily rates/occupancy rates currently stand and 2) this
is primarily still owned by retail investors seeking liquidity which should react / trade in sympathy
following a UDF event.

Relevant notes from Apple Hospitality REIT's earnings call (APLE)

;2%) Comparable hotel properties performing well (average daily rate up 5%, occupancy up 1% Y-o-Y to
¥ Company has view that we are in the "maturing" stage of a cycle (based on demand and occupancy)
W Company's Buyback $17.80 average thus far (through July 31, had only acquired 186,000 shares or
$3.3 million)
¥ Have a target of NAV range which guides buyback
% Buyback set to be more aggressive when get further below NAV range
¥ In market every day since July 31 buying back stock

/“‘\* Tender at $19 was below Company's view of NAV which gives sense of view of NAV range
¥ Balance sheet could be used to pursue acquisitions
* Apple Ten could be an attractive acquisition target but Apple Ten has an independent Board and

Board has not yet begun to pursue alternatives; if it does, Apple Hospitality REIT does not have any
first right to the Apple Ten asset

o Houston hotel properties located near energy concentrated areas down 4-15%
[cid:1mage002.png@01DODOEE.7A6CODc0]

[cid:image003.png@01DODOEE. FA9A6280]
[cid:image001.jpg@01C84251.44A3D0170]

Parker Lewis

Hayman Capital Management, L.P.
2101 Cedar Springs Road Suite 1400
pallas, TX 75201 :

214.347.8043 Direct

512.699.7480 Mobile
PL@HaymanCapital.com<mailto:PL@HaymanCapital.com>

LIAVAAANNNNDND1Q


mailto:cid:image001.jpg@01C84251.44A3D170
mailto:cid:image003.png@01D0D0EE.FA9A6280
mailto:cid:image002.png@01D0DOEE.7A6CODCO
mailto:Uc@haymancapital.com
mailto:bo@haymancapital.com
mailto:HB@haymancapital.com
mailto:aj@haymancapital.com
mailto:k@haymancapital.com
mailto:PL@haymancapital.com

Maossage

From: Parker Lewis [PL«@haymancapital.com]
Sent: 8/.8/2015 2:38:02 PM
" To: JiKyle Bass [k@haymiincapital.com]i
e Andy Jent [aj@haymancapital.com]i
subject: RC: Parker...pls update me on our UDF ‘basket’ that remains open (excluding RCAP)i

Attachments: image002.png; imagc083.jpg; image00d.pngi

Kyle - se2 below, the % of AUM assumes $1,040,000,000. rfotal exposuire across the four names (LPLA, NSAM,
NRF and APLE) is ~358.2 million ¢5.6% of AUM). Current net P&L is ~$632K. By position break out is below,
let me know if you have any questions or if you would Tike ta discuss.

RCAP is completely closed out for now; excluding t4e borrow cost, my sstimat2 for the total P&L on RCAP
is +38.9 million including common and options (will figure cul the next borrow cost and confirm with stu,
will revart back}.

Ctherwise cn UDF, | have prepared a 44 page presentation on ths Q2 update to send to the relevanti
authorities. we plan to send today and follow up with a cal?. I wil® send you guys the presentation andi
updale on what we learn; a few of the interesting data points from @2 include the fact that UDF Ivi
currently has three separate fazilities that, as of the fil¥ng of the 104, have matured but had not beeni
extended. Two facilities are with Cemmunity Trust Bank with outstanding balances of 341 million and thei
other one is with Legacy Texas Bank with an outstanding balance of $10 millien. Disclosurss in ths 10Qi
note the Company is currently negotiating extensions of these agreements; the disclcsuras de not sayi
anything about whether or not UDF Iv is technically in defau™t given th2y have debt that has matured andi
remains outstanding.i

[cid:imag=004.png?0100D999 . 22EA8DDO]

[cid:imaced02.png:da01D0D998 . BEGDF 2]
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Parker Lewis

Hayman Capital Management, L.P.
2101 cedar Springs Road Suite 1400
Dallas, Tx 75201

214.347.3043 Direct
512.699.7480 Mobile
PL@HaymanCapital.comemailto: PLE@HaymanCapital . com»

From: J. Kyle Bass

Sent: Tuasday, August 18, 2015 8:54 AmM

To: Parker Lewis <PL@haymancap-tal.com>

Cc: Andy Jent <az@haymancapita” .com>

Subject: Parker...pls update me on our UDF 'basket’ that remains open (excluding RCAP)
Importance: High

Pleass send me total position in srhares, S, and % of AUM....our cost basis...and current p&L by position.
J.iKyle Bassi

chiaf Investment officeri
Hayman Capital Managementi

FOIA CONFIDENTIAL TREATMENT
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mailto:cid:ima�e002.png@01D0D996.BE6DF�OO
mailto:laj@hayrn..:Jncapit,d

FOIA CONFIDENTIAL TREATMENT
REQUESI1ED BY KATTEN LLP

-
_Asol Ticker Shares S1atus Avg Cost Mkt Price Cost Value Market Value P&L Dividends Net P&L
08/18/15 1PLA 619,111 Active 46 00 4320 28381989 S 26,807,506 S 1,674483 5 (154,778) S 1,516,705
OR,18/15 NSAM 852,501 Active 13.02 1386 15,364,976 16,078,169 {713,193) (85,250) (798,443,
18415 NRF 320,718 Active 15.87 1553 5,089,384 4,980,751 108,634 (128.287) (19,65 :
08/18/15 APLE 574,105 Active 17.90 18.02 10,273,836 10,243,191 (69,2£:9) - (69,254)
S 59.210,285 S 58,209,616 S 1.000669 S (368.315) S 632354
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% of AUM
As of Ticker Cust Value Market Value Net P&L
08/18/15 LPLA 2.7% 2.6% 01%
08/18/15 NSAM 15% 1.5% 10.1%)
08/18/15 NRF 0.5% 0.5% (0.0%%)
08/18/15 APLE 1.0% 1.0% (0.0%)
Total 5.7% 5.6% 0.1%



Message

From: Parker Lew:s [PLiwhaymancapital.com|
.. Sent: 9/20/2015 3:36:52 PM
To: |.&yle Bass [k@haymancapital.come
c Dan Bub:ch [DB@ havmancapital.com|e
Subject: Distressed Debt Opportunitye

Attachments imapc001.jpg: imageUU3.png; Distressed Debt Model.xlsxe

Kyle - see below isunmary of returnsitees) ard attached model on the real estate dist-essed debt
opportunity. Tha baseline in the model assunes that we can deploy %190mm of capital with a 1.25%
management fee, 4.5% preferred return and a 7C/30 split (LP/GP; aftar the preferred return hu-dle. In
terms of the key operating sensitivitics, we assurme that the notes that we acquire will gensrate defaulz
interest of 9%-11% and that we will acquire the notes at a 20G%-=0% diacount te par. Based on these
paramet2rs, this would result in IRRS =0 our LPs of 13%-13% and tctal fees to the Gp of S1Smm to $25mm,

2

assuming a 3-yr time horizon.

I've recerved initial feedback from land adviscrs on unde-~leging collateral values; while the analysis
still needs to ke refined, th2 collateral velues support the ist lien bank loaps (not LUDF loansi on the
Target /priority deals which we have been focused on ro this point. vie believe zhere will be more

opportunities than just the 39 priority deals- loans but most inmediately, wc think it is best te¢ facus on
the cleanest (relatively speaking) and most straight forward turgsts.

Dan and I met with Farley on Friday and we think it makes sense for vou To have a conversation with him
to <iscuss how our prospectivs partne~sh-p wculd be structured if we were to p-oceed. Hopefully, we can
gt something scheduled early this week tMen-Tues): we could have =arley come to cur office to video
conference with you or we could just arrange for a phone call between the two of you.

I'm work®ng on the shell of Lhe presentaticn that we would use To take to LPs at the appropriate time,
with the idez cf having Farley Mackinac collaborate on the deck and largely completing by the end oF this
week so we can be 1n position to go out should any nsws break.

Let us know you~ thoughts, I'm around if you'd like to discuss

[cid:image003.png@0_DOF238<.311D0EN]
[mrid:imagenn |, JpgniC84251.44A3D1 7]

Parler Lewis

Hayman Capital Management, L.P.
2191 Cedar Springs Road suite 14G0
Dallas, T¥ 75201

214.347.8043 Diact
512.699.7430 Mabile
PLO@HaymanCapital.com<mail to: PL@Raymaniapital . com-
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Tatal Cash Available for investor Returns {After Management Fee)

{S in miuions} Discount Assumed on Acquisition of Loans
0.0% 10.0% 20.0% 30.0% 40.0%
BO% 5 202 5 342 S 516 S 741 S 1041
§ s YU% 5 238 S0 38115 s61 § 7925 110.0
g,’é 00% |$ 274 5 421|S 606 S BA3|S 1160
g E 11.0% S 311 SO 46315 5.2 § 886 |S 122.2
12.0% S 348 SO 504 S 698 S 350 S 1285
Limited Partner IRRs
Discount Assumed on Acquisition of Laans
0.0% 10.0% 20.0% 30.0% 40.0%
rath . B.O% b.3% 4 2% 12.5% 16.6% 217%
&8 o 7 1% 9.9% 3 3% 17 4% 22.6%
8 s
;.;, & 10.0% 7.8% 10 7% 14.1% 18 3% 23.5%
§ E 11.0% 8.5% 11.45 14 Y% 19.25 24.8%
12.0% 9.2% 12.2% 15 8% 20.0% 25.4%
Tota! GP Fees {Management Fee + Promote)
(S in mitiions } Discount Assumed on Acquisition of Loans
0.0% 10.0% 20.0% 30.0% 40.0%
8.0% S 38 S B0 S 133 § 200 S 23.0
E | oo% |s 48 az|s 146 S 15 |s 308
% E 10.0% S 54 § 10415 160 S 2315 326
E £ 110% |5 70 S 1165 173 S 247 |5 34 4
12.09%0 5 81 5 128 S 188 S 263 S 36.3
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Message

From: Parker Lewis [PL@haymancapital.com]
Sent: 9/24/2015 2:24:22 PM

To: J. Kyle Bass [k@haymancapital.com]
Subject: Distressed Debt Presentation

Attachments: image001.jpg; Real Estate Distressed Debt Opportunity Fund (Draft 9.24.15).pdf; Real Estate Distressed Debt
Opportunity Fund (Draft 9.24.15).pptx

Kyle - attached is the distressed debt presentation that we will pitch at 11:30am

[cid:image001.jpg@01C84251.44A3D170]

Parker Lewis

Hayman Capital Management, L.P.
2101 Cedar Springs Road Suite 1400
pallas, TX 75201

214.347.8043 Direct

512.699.7480 Mobile
PL@HaymanCapital.com<mailto:PL@HaymanCapital.com>
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Disclaimer [ to be edited |

PLEASE READ THE FOLLOWING IN CONJUNCTION WITH YOUR REVIEW OF THIS PRESENTATION

Confidential informatian. "hie ntonmatien contained in t somary s confiden ialand may nl ba reproduced. distnibated o0 vo2d tor any sther
purpass. Roproduct i and disiriounion of Uiy sumimae, may 1ol ste tedaral or <1ate secur tigs lew

Important Notice. The intoimation set forth herem @ being furnshed on g conhdential bace t the reciprent and do= ot gonchitute s othin
colicttation orrecorunendation to L=l o an after 1o buy any eduries, Irvantiment products or mvestment adviscry services, Such an offer may
tly bee mande ro eligible mvestor, by rsans af delvery al a contirden tial povage placement mamorsndum or oth=e gealar maiersls that contan

HLCIPhon O Maleral terms telating ST Investmd
Thie Presentation provides cectamanformalior wath te et ton [Tund feame | Moaster Fond, | P17 Sand Marre ™ o the “Vond ™ Leanaged by Hayman
CapntalMavagemen: P (FHay evad™) The spealic poaitions diccuss ot are pitended to illustrate wolpcted agniticant mver timent: or themes, sind ar.

NOL representitive of the Fund entice itvestineits or thaeies Projected 2turns for speafic investisients ar= cwanl o allistoate Hoagroan”

mvestment process, and do not include deductions ol aperation:l expenses, manapoement fess or incentive allocation

The mluemation and dpmcns caguecsed bzrelnare facinformational puepseses only and derved tom pobiicallv avalable o atan pravded by
canous sources ncluting the 10 A 10 Q, and 8 X Additionaliy ~ome mtor-hation precented may be denved from rterial gna thicd party
developad muodel. baed or anmdependent set of assumptions. While Hayman telioves suchoimfonmation 1 beagliabje, 1t make: o
cpresentalivns o warrantes a4t 1o the gocoraly urcompleteness i wach infareation  Tnenfalmotion contamed hereir o clavent o ol the Gate
acieof, but may bec sma qutstated or subequantiy change

Ananveszinsnt o the Fund . pecalasive dus e g vanety of r sks anil conuderatimt 4 dete led (e the Fund s conbidential pavats placsanent
mermoranda This smmary o quabtied ints eoticety by tie morecomplete ndoarmation contalned the ran and o the relatod subcnptun maternal
tincludie g Form &0y Pars 2 and related schaedules) Mothmg contanesd hermn consd tates fionanoal legal, tae 9 ot ws advie

In miaking v ivestmeent decision, Investor s must el 2n thaur owinveltigation G the Fund tond then #xaminé: an of othes raterals relating
thargto, Amwnyvestmentinnthe Sond involves serta ke Sient vestag nn the card, prosps ive invesea e shonld caretelly convader the ek
arnmatzedan tne Ctenng Mamorandum and should consult ther swn mvestment advitore. and taa logal or acccuntng adsisons.

Hayinar s not st s youwre financial adviser o hdacra Cerenadly 3l ivestrments of the Fund mvolve the nisk of =dverse or nnanticmpated market
otheer risks Thestiref Laterent daes not disclase gl of the ccka and other sigiificant o pecr of rmveting in the

feveopmenty rink ot illicnnhity ane
Fond. You may loe some ool o the smount rginally lnve ted

HAYMAN CAPITAL MANAGEMENT. LP

FOl~ CCHFIDENTIAL TREATME®T
RELUESTEL B Kol TEMLLK



https://�l.1t.11
https://p1111t,;:.11
https://Conf1dPnt1.ll

Table of Contents

L

= |Introduction to Mackinac

Special Situation Case Study

Opportunity Overview

Strategy Overview

Potential Return Profile

HAYMAN CAPITAL MANAGENENT, LP




Mackpiﬁp‘_al,c

Introduction to Mackinac

Confidential HAYMAN CAPITAL MANAGEMENT, LP ©

FOe COIFIDENTIA. TRZIATNVENT
RZQUESTEC B¢ rATTENLLP



Mackinac Partners — Select Bios

Farley Dakan

Contact information:

Yioble =12 0271 (9%

Mackinac

PARTNERE

FOa COMFIDENTIAL TREA TRIENT
RECUSSTFD Ry KATTEL LLP

Professional Experience
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Mackinac Partners — Select Bios (continued)

i

James Weissenbarn

S

Contact intormatien:
ool e Hills o310

i AN 28BN D

'\, Mackinac

.68 Vip wman PARTNERS

Professional Experience
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Mackinac Partners — Select BiOS (continued)

Professional Experience

= Ron has over 25 yisars of evprnience ia US Jomestie and nternanonal real eitate investment, developmion

finance and reslruciur n addiion 10 bewg o Prnanal s Macknac 2oeally Capital Manasement he +5
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Education & Certitications

« MBA from Columbia Usiversity, J© fram the University of Southern Caliturnia, 8A from UCEA
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Mackinac Partners — Select Bios (continued)

Mark O’Brien

Contact Information

AT, "

Mackinac

PARTHFRS

Professional Experience
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R.E.LOANS LLC
MORTGAGE FUND

Mackinac Partners
Special Situations Case Study
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Mackinac Partners Case Study: RE Loans

[ R.F.LQANS LS
| MGRIGAGE FUND

Industry

Capital Structure

Assets

Responsibilities

Strategy

FOILA COMFINFHTISL TREATMEYN
QULSTED BY KATTEH LLP

Transaction Background
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Distressed,
Secured Debt

Texas ‘ Real Estate
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United Development Funding (UDF) is a Real Estate Lender %

Using UDF IV as an example, UDF IV raised capital from retail investors for the purported use of issuing new
loans to residential real estate developers and homebuilders to develop land, mostly in North Texas.

Stated Value Par Value Other Net ‘Book’ Valué *

Loan Assets 3'd Party Debt : Assets of Equity -
$650mm $170mm $25mm $505mm <o

Market Cap = $558mm

Loans Issued to %

Residential Loans Issued by
Developers and Banks to UDF
Homebuilders

HAYANIAN CAPITAL MANAGERMENT, LP

FOIA CONFICENT AL TREATMENT
REQUESTLCD BY KATTE! LLP



[llustrative UDF Lending Structures

Bank loans directly at
asset level; UDF lends
at asset levelin
subordinate position

Loan
(27 Lien)
o Bank Loan
IMLien {Senior)
]
L

Asset A

/ |
| |
[ (cotmateran |
! |

13

FOIA COMFINENTIAL TREATLIENT
REQUESTED B¢ FATTEN LLP

#:1% Liens Secured by Real Property That Have

j Been Pledged to Banks

Bank issued

loan to UDF

Bank Loan
(Senior)

4 3 N

Loan | Loan Il Loan Il |
:' (14 tien) {1 lien) (1 lien) I
proees e -
I| Asset A Asset B AssetB |
+ | (Collateral) (Collateral) (Collateral) i
' 1
o s =l n———— -

Plecged
No:es as

/ Collateral

HAYMAN CAPITAL MANAGEMENT, 1P Q@




It Evolved into a Ponzi-Scheme

/,

Real estate securing by bad loans was passed from old fund to new fund and the mountaih of debt grew as
unassuming retail investors were continually sold a false (and larger) bill of impaired goods.

0ld loans
Old loans /\
UDF (I UDF IV
UDF | Loan Assets: Loan Assets:

~$390mm ~$620mm
~45% to Moayedi

~“65% to Moayed,

Liquidity =

Liquidity =
£ y New RETAIL Capital

New RETAIL Capital

FOIA CONFIDENT 1AL TREATMENT
REGIJESTED BY RATTEN LLP

Old loans

“UDFV -

Max Offering Size: 53|
$1 BILLION 4 |

\_/ \_/ To Jdute, L%V has only issuea

Liquidity =
New RETAIL Capital borrower Mebivdad Lioayed,

Sloans Lut 2 af 5 kave been
UOF it & LD Vs 1aryesl

HAYMAN CAPITAL MANAGEMENT, LP ©
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It Started by Putting Too Much Debt on Real Estate £

Imagine the consequences of holding too much debt on real estate (primarily on tract developments in
North Texas) in and around the financial crisis.

3 N

; T SRORLN [ b
[ winliG o g
r
1

15 HAYMAN CAPITAL MANAGEMENT, LP ©
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Now Imagine Bad Actors Tried to Keep the Dream Alive

’ Retail Capital I Someone to Raise the Capital ’ I Architects
Unsuspecting, Network of 12,000 self-serving brokers Unregulated lender and a complicit
unsophisticated and RIAs sacrificing best interests of borrower with disclosure issues at best
retail investors clients for high fees and commissions. but more likely committing fraud.

Brokers/RiAs Nick Schorsch Hollis Greenlaw Mehrdad Moayedi
founaer and Chawemar vf Sad 2nd CHOY aend Foundee
Stianee Chan of CEN of UGF 1V Centuron isaraa 1n
RCS Cuapidal yRC P} Ri-al Eitate = tender

United Development Funding (UDF) has raised over $S1bn across 4 different public entities; RCS Capital {RCAP)
raised the capital for UDF IV and is currently raising capital for UDF V, representing ~60% of equity raised to date.

16 HAYMAN CAPITAL MANAGEMENT, LP ©
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It Wasn’t A Pretty Ending

AMERICANGREED

SOME PEOPLE WILL DO ANYTHING FOR MONEY

v

HAYMAN CAPITAL MANAGEMENT, LP ©



One Man’s Trash is Another Man’s Treasure

» North Texas Real Estate

Quality Assets

= Strong Underlying Fundamentals

Unsustainable |

Capital
Structure

* Combined with Poor Stewardship

®*  Acquire secured notes
= Restructure real estate

= Re-position / Sell

18 HAYMAN CAPITAL MANAGEMEN!
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Strategy Overview

i
{

(+) = (+) IL\

HAY AN MaCklﬂaC Land Advisars
® Structure Expert s Real Estate Workout * Market Expert
= Capital Partners ® QOperational Expertise ® Nationwide Reach

Confidentiol HAYMAN CAPITAL MANAGEMENT, LP ©
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The Investment Strategy — Buying Distressed Loans

B Acquire over-secured 1% lien loans Workout Loans, Accrue Default interest,

on real property at a discount Re-position, Sell (Profit = OID + Default.Interest)

{Sin mitliens) ) $ ins ntilibins)
S — :
Imparied 2nd lien 520 | Gross IRR at
! Asset Level:
o
$10 | 204
Couered 1stlien
) A
Y ‘.....A-.- W‘,(-—————::vr Zom - -
an s ot 527 e
1 L ) 2 $4.7
vurcton
2 Shreore
Ceiout 38.0
interest
JI AN
socured Deht Schocdinata Dok Total Debi Ascot Collatera it £ar « Aczrucd
vaiue

20 HAYMAN CAPITAL MANAGEMENT, LP @

Fls HFIDFITIAL TREATIENT
IZEALICSTED S RATTEN L


https://C't/0.lr

Why a Bank Will Sell An Over-Secured Loan At a Discount dd

® Regulated lending institutions will not want to keep troubled loans on books due to
1) headline risk, 2) reputational risk and 3) associated risks of uncertainty.

*  Provides immediate liquidity and a timely resolution

s ‘Loss-given-defaull’ reserved on troubled assets — threshold prior to incremental losses

* Hard cost and time required to workout — lending banks DO NOT typically have workout
groups in place to resolve troubled assets

* Potential to resolve multiple troubled loans at same time with one counterparty

s Lender liability and indemnifications

*  Market timing and execution risk
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Oversecured Creditor Default Interest is Key to Returns g

Section 506(b) of the Bankruptcy Code provides that an over ecured creditor (1w, o creditor whose claim g secured by collat2ral o a value
that I1s grcater than the amoaunt of the claim) s entitled to "interest nn wuch claimy, arnd any reasonable fzes, zosts, ©r charges frovided tor
vader the agreement or State statute unde: which sach claim aree.”

Key Considerations:
* The statute does not specify at what dale the ove collaterahzation s determined nor how to calculate 17 nor tne rate of inteerest

& The key issue will he tae raso ol post-pelition interest; the lezal principle tn ihat @ debtor has a refutable night to contrectual
default interest rate and that the debtor has the burden of procf to prove that =he result 15 nequ lable

= The linance docarents should contain language which enables us o ol up legal fees into cur secured claim.

Key Precedent (Southland Case, 5™ Circuit of Appeals 97-10474):

® This s the key case m the 8™ Circuit whieh affi-me the right to past petiton interest far an oversecured cred tor at contractual
rates subject to "the equities of the case”,

* Irre WS Sheppley & Co, 62 B.R 271, 277 (Banke. N U.lowa 1986} lays out whiit the typical equuties are, although the Sth arcuit
has held that these are not all nclusive. Below 13 a list af ine typical ‘eqinties” rthat will be considered.

15 default rate of interest a penalty? Will unsecured creditors be harmed? Will equity holders he hune
- Is the spread small, 1.e. (2-3)%? - Is the default rate an attempt to prevent filing nankruptcy
= ot legal under stete law? (1 e, usury laws) I< the o~ly default a bankruptey 1pso facte clause?

HAYNAN CAPITAL MANAGEMENT
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Identifying & Quantifying the Opportunity Set

$100-200mm $30-50mm $100-200mm

15t Lien Bank Loans

1%t Liens Debtor-in- on UDF Notes

Receivable
Secured by 1% liens
on Real Property

Secured by
Real Property

Possession (DIP)
Loans

30 priority assets in the DFW area have already been identified and preliminary diligence on collateral
values is largely complete; senior lenders in each situation have also been identified.
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lllustrative Structures / Loan Assets to Target 24

1t Lien Bank Loans on UDF Notes Receivable

st g
1 Lis0s Seauredihy Res PIopery Secured by 1% liens on Real Property

Bank loans directly at

asset level; UDF lends Target Asset

Bankissued ... SiasvimrIRr, -
]| at .ns.sel level m loan to UDF |
i sunordinate position L . i H
~i.| Bankloan [
i (Senior) i
Loan i ‘
{27 Lier) Target Asset I L B n s esd
| | >
: Il ] pdped
l { Bank Loan H > .ql'.‘ﬂJ
1L Sa: ) : >
ticg) (Sefor ' Loan | Loan I Loan Il
E _____________________ : i (1* Lien) (1*lien) (L lien)
i !
Tk ) l _____________ e dosmase su Sioviit o Joad s b cned cecana cad
i ] P — E— . I ——
i| Asset A ! ) :
rri{Collateral) 111 s i || AssetA | | AssetB Asset B
i { _~" ] (coMateral) (Coilateral) (Collateral)
- ' .
;
'
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Narrowing the Universe of Opportunities

Fund
Quality of Underlying Asset
Targets Well Y ying Poorly
,
\ Positioned Positioned
1°t Lien
Example: Example:
ﬁ Bank {oan on single purpose entity in Bank loan on single purpose entity in a
E attractive sub-market with strong tertiary market, with poor underlying |
Q absorption characteristic development economics |
—— |
| =
> e
b=
5
:?UJ Example: Example:
(s
UDF note that is subordinate to 1 lien UDF note that is suhordinate to 1°' lien
bank lender; attractive real estate but bank lender; unattractive real estate and
unattractive collateral interest unattractive collateral interest
2™ Lien -
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Well Positioned Assets — Example DFW Locations
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Concentrated portfolio in DFW submarkets, with potential opportunities in Austin and San Antonio
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Well Positioned Assets — DFW Economic Overview

Lower Unemployment than National Average Higher Wages than National Average

Dailas-Fort Worth are, 41h quacter 2014 Average

Inited al W -SL0% Aea=91.129) Weekly Wages

Tollin Crunry

w
i

Dot as County

Hood
lonnzon
Tenizn County Es
3798 or less
200 - 538
Tarraun Connly A0 - 499
- 1,008 o more
0Qn &l 1 Tnem LLT RIS Cllantrily Jenau B Fondl oy aient enct oy oy
Kluly-14 ®)u
ource: V.5, BLS, Loa! Arce Unemploymsat Slatsnes
Diverse economy with strong underlying fundamentals supporting stable, steady growth >
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Well Positioned Assets — DFW Economic Overview (continued) 4

Faster Employment Growth than National Average Large, Diversified Economy

12-month percent changes In employment

Percent
10 Dallas-Fort Worth area I Change fram Jul.
——— O1allas F or1 Worth area employment Jul. 2015 I __Z_QN 10 Jul. 2015
o = U e S aies {numbers in thausands) Nomber | Porcenl
Sy Tatal nonkam 11500 287 | 37 |
Minoy, RgEINg, ot L oNEIuChon 1971 0.2 | i
30 Manutweturing a4 | 9]
Trode, troregustalmin and ynlites 0581 27.7 | &
- _-./ \_\- | —‘vr,iﬁ.:: an i .(_:4 < I./
L || _ B Finanaa acates 275.6 51 30
STl LT L - tlse nal ang huimess v naces €7.0 26 4 a5
<0 Edication and health servces 4212 284 6.1
Lrtsure and haspkalny et L ey 74
Cihee sennces 1206 10 2
nn * L Advemininant | 3§32 32 1 14
i 12 i3 juk1d al-1s TR T I Y -
Sourzé. LS. BIS, Current €mplaament Statisizd.
Diverse economy with strong underlying fundamentals supporting stable, steady growth >
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The Competition and Capabilities

First Mover / UDF
Structure Knowledge

Scale of Individual
Investments

Local Real Estate
Expertise

Workout/Special
Situation Experience

Credit
Experience / Scale

Lowest Cost of
Capital

Traditional

Distressed
Funds

X

X

(tow fragmented)

x

High Net Worth Local
Individuals Developers and
and/or insiders Homebuilders
X X
X x
X X
X X

i )

i Main Competition

i

J

; Hayman /

H Beal Bank :

Mackinac

X

| W

: v

3

i

|

H
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Investment Scope and Horizon — Playbook for Success

i1 4

Opportunity
Saurcing

li-

30to a5 Days

Due Diligence /

Negotiate Loan
Acquisition

Acquire/
Source Loan

.l’%

Key Dlligence ltems

[te aibsues / identty Tax Liens
=~ Structuring

Marken eva ustion/asset velustion
- Rerrewer bankrupiry ik

¥ey Process Milestones
Dutbaund call La koy bank cantac!
Submilt {01 s ith ~equrest for spicin
dligence itims

= Undesw~ite isue

- Negotiate »SA

- Internal Investment Cammitl2e

meeting/ad quire assel

12 to I8 Months

Restructure / Workout

Loan & Real Estate

Workaout/Restructuring of Troubled Asset

Mai age theough horrower bankrup? -y
Maarsapes thid parly counse (entitlenern,
corporaie, bankruiloy e )

Note Turaclosareiwarkcys/decdan. ley, pavolf

Operational Peeservation af Troubled Asset

mplement laves by

Pratec /preserve underlying ent tlemen s
Addricos third party hen issucs (property tax
Utk rr&moote )

Capex/Opex mandgen v

Take Possession
ot Real Estate

Realization

' 4 to 6 nonths o

Reposition /

Sell
Real Estate

- Conlinue operational
prosersation of asse:
= Ansess and Manage ary
enisting/nev. utility er
e actute bond

~ Ana v Nomanage
marke ! /esecution nss
o
- Markel desel to loea
and nativnd! developeers
ar hamebailderes

Maximize asset value

Expect capital to be deployed over first twelve months, with total fund duration of three to four years >
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Key Return Profile Assumptions

= Default Interest Rate 9% to 11%
= Acquisition Discount to Par 20% to 30%
= Capital Invested $50-$100 million
* Management Fee 1.25%
» Preferred Return B 6.5%
= Upside Profit Share (LP/GP) 70% / 30%
33 HAYN'AN CAPITAL MANAGEMENT. LP é
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Investment Return Sensitivities - $100mm Capital Invested J‘l’

We expect that we will be able to deploy
~$100mm of capital; based on this amount
of capital invested, we expect gross returns _

of $50 to $90 million and an unlevered IRR i Dexovnt Avsumed on peauisiion of loaes, .
range of 13%-19%, assuming a time horizon D05 o 11 AT s V5 e U005
of 3 to 4 years.
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Message

From: J. Kyle Bass [k@haymancapital.com]
/*= Sent: 10/27/2015 11:55:12 PM
To: Parker Lewis [PL@haymancapital.com)
cc: Andy Jent [aj@haymancapital.com]; Brandon Osmon [bo@haymancapital.com]
Subject: Re: Cypress Fiduciary Update: Wagner bill approved 245-86

Attachments: image001.png; image002.jpg; image002.jpg; image001.png

Agreed. Let's hope a udf event happens before then. I trust you have all sell-side analysts on nsam and
Lpla listed and ready to call to discuss any event that may happen.

J. Kyle Bass
Chief Investment officer
Hayman Capital Management

on oct 27, 2015, at 4:47 PM, Parker Lewis <PL@haymancapital.com<mailto:PL@haymancapital.com>> wrote:

Just wanted to make sure you guys had seen this, The wagner bill passed the house but Jeb/cypress expects
that it is unlikely to advance in the senate. This bill is aimed at stopping the Department of Labor from
finalizing its fiduciary rulemaking until the Securities and Exchange Commission acts first. originally,
this had more broad bi-partisan support but only passed the house with 3 democrat votes

I spoke with Jeb and his view is that the most near-term ‘real’ hurdle for the DoL fiduciary rule is the

early December omnibus spending bill; there is an effort to defund the Department of Labor' s ability to
implement the fiduciary rule as part of this bill. As there have been some democrats sympathetic to
industries concerns, Jeb believes if the senate could find 6 democrats to support defunding the
implementation of the rule, the president would be unlikely to veto (therein allowing the fiduciary rule
to die for the time being).

Ultimately Jeb believes that the Department of Labor will wait until after the omnibus bill passes to
finalize the rule so that democrats who are sympathetic to industry concerns will have cover not to
support the defunding of the implementation - “don’ t vote to defund the fiduciary rule before DoL has

finalized the rule, the final rule will address your concerns”

Given the most legitimate near-term hurdle is early December, I think we should plan to close NSAM/LPLA
after a UDF event but before the fiduciary rule defunding effort becomes front and center

From Cypress on the House Bill:

“Wagner to Pass, but Go Nowhere. We expect the wagner bill to pass the House, but it is unlikely to
advance in the senate. The White House opposes the measure and has threatened a veto (their Statement of
Administration policy released yesterday is attached). Moreover, many Democrats who have been receptive

to critiques of the DoL rulemaking, do not support the wagner approach.”

<image002 . jpg>

Parker Lewis

Hayman Capital Management, L.P.
2101 Cedar Springs Road Suite 1400
Dallas, TX 75201

214.347.8043 Direct
512.699.7480 Mobile
PL@HaymanCapital.com<mailto:PL@HaymanCapital.com>

From: Jeb Mason [mailto:jeb@cypressgroupdc.com]

Sent: Tuesday, October 27, 2015 5:35 PM

To: Jeb Mason <jeb@cypressgroupdc.com<mailto:jeb@cypressgroupdc.com>>

Subject: Cypress Fiduciary Update: Wagner bill approved 245-286 (3 Democrats supported)

~

1. Lynch amendment (Failed 184 - 246):Replaces the bill’' s existing requirement that the Department
of Labor (DOL) stop its rulemaking pending a final Securities and Exchange cCommission (SEC) rule with a

WAVAAANNNNDRT7 4
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Message

From: J. Kyle Bass [k@haymancapital.com]

-~ Sent: 11/24/2015 6:04:02 PM
To: Parker Lewis [PL@haymancapital.com]; Andy Jent [aj@haymancapital.com)
Subject: RE: UDF Short Cost

Attachments: image(001.png; image002.jpg

This will happen in December one way or the other. Thanks for sending this over.

From: Parker Lewis

Sent: Tuesday, November 24, 2015 11:58 AM

To: 3. Kyle Bass <k@haymancapital.com>; Andy Jent <aj@haymancapital.com>
Subject: UDF Short Cost

Kyle - this is my current estimate for the cost to carry the UDF position, which is part of what is
driving my view to not wait past Monday December 14, combined with the uncertainty of timing and (my)
concern that we will be left in the exact same situation 60 days out (middle of January) that we found
ourselves in following the end of October.

[cid:image001.png@01D126B0.34C76F40]

[cid:image001.jpg@01c84251.44A3D170]
Parker Lewis

Hayman Capital Management, L.P.
2101 Cedar Springs Road Suite 1400
pallas, Tx 75201

214.347.8043 Direct

P F Mobile
PL@HaymanCapital.com<mailto:PL@HaymanCapital.com>
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UDF Short Cost Estimate

JPM
GS / MS Estimate
Total

Days to Hold Until lan 12
Incremental Short Fee Cost

Dividend Per Month
Shares

Dividend Per Month
Dividend Until fan 12

Total Cost te Hold 50 Days
% of current market value
Total Cost Per Day

Per Day YTD Est MKkt Value

% spent

S 60,906 56,798,043 549,832,552
S 8807 5 994146 S 6,207,448
$ 69,813 57,792,189 $56,040,000

50
$3,490,671 A

S 01367
3,127,250

5 427,495

$ 712,492 B

$4,203,162 A+B
7.5%
$ 84083

13.6%
16.0%
13.9%

)
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From: 1rio <uehne [mailto:tkushnewdourleeaglecapital
Sent: Thursday, January 28, 2016 _1
To: J. wyle Bass <k@hayma-capizae.c

Subject: Fw: Joe Eeard - westdale

~*p Kuehne
Coubi2 Eagle cCapital
1301 szlana Boulevard
Buildinz One, Suite 148D
Westiaks, Teaay 76262
Direct 2.869.6882
Main: 972.569.6880
972.569.6883
214.665.1944e
/‘-.\' “#The info-mation Lransmitted is intenced oniy for the perscn or entity to which it is addressed and may
cantain confidential and/or privileged material. Any review, ietransmisvsion, dissemination or other usee
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Message

From: J. Kyle Bass [k@haymancapital.com]

Sent: 11/3/2015 9:58:29 PM

To: Greg Zuckerman (Gregory.Zuckerman@wsj.com) [Gregory.Zuckerman@wsj.com]
cC: Parker Lewis [PL@haymancapital.com}

Subject: Great Talking with you today Greg - here is a brief intro to UDF

Attachments: Non-Traded REIT_UDF Introduction (Nov 2015).docx

Importance: High

Greg,

You will find a limited overview attached with much more detailed presentation to follow in the next
email. I will also send the SEC ‘Cease and Desist' order for Apple reit as well as the new rule to be
implemented in early 2016 governing the pricing of these positions on customer statements from the
broker-dealers on public non-traded reits.

Parker Lewis is the associate in my office in charge of the UDF investigation. He will be at your service
as you work through this Ponzi scheme. His direct dial number is 214-347-8043 and he 1is ccd here.

Best,

Kyle

J. Kyle Bass
Chief Investment officer
Hayman Capital Management
214-347-8052

LAVRAANNNNIAR A
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To: Whipple, David[WhippleDa@SEC.GOV]
From: Chris Kirkpatrick

Sent: Thur 11/12/2015 6:34:59 PM (UTC)
Subject: Letter to Auditors

DQC111215-001.pdf

Luvid:
Attached is the letter that is going to be hand delivered to Whitley Penn, the trustees and management this afternoon.
Best,

Chris

Chris Kirkpatrick

General Counsel

Hayman Capital Management, L.P.
2101 Cedar Springs Road, Suite 1400
Dallas, Texas 75201

214-646-8800 Tel
972-372-0336 Fax
ck@haymancapital.com

CONFIDENTIALITY NOTICE: The information transmitted herein does not constitute an offer, solicitation or recommendation to sell or an offer to buy any
securities, investment products or investment advisory services. Such an offer may only be made to eligible investors by means of delivery of a confidential
private placement memorandum or other similar materials that contain a description of material terms relating to such investment. The information
transmitted is intended solely for the person or entity to which it is addressed and may contain confidential and/or privileged material. Any review,
retransmission, dissemination or other use of, or taking of any action in reliance upon, this information by persons or entities other than the intended recipient
iiﬂt\nhibited. If you received this in error, please contact the sender and delete the material from any computer.


mailto:ck@haymancapital.com

November 12, 2015

Mr. Larry Autrey

Managing Partner

Whitley Penn LLP

8343 Douglas Avenue, Suite 400
Dallas, Texas 75225

Mr. James Penn

Mr. B. Glen Whitley

1400 West 7th Street, Suite 400
Fort Worth, Texas 76102

Gentlemen:

This letter is directed to Whitley Penn, LLP (“Whitley Penn”) as the auditor for United Development Funding IlI, L.P. ("UDF
I1”), United Development Funding IV (“UDF 1V”), United Development Funding Income Fund V (“UDF V"), and United
Mortgage Trust (“UMT”) (collectively, the “Companies”), which file periodic reports with the Securities and Exchange
Commission (“SEC”) and are affiliates of each other. Each of the Companies is externally managed or advised by the same
principal group of related individuals. As you know, the Companies generally engage in the business of unregulated lending
to residential real estate developers, primarily in North Texas and to the same group of developers. Based on a review of
the Companies’ periodic filings (10-Ks, 10-Qs, 8-Ks, proxy statements and offering documents) (the “Filings”), visits to
numerous project and development sites, and a review of county property records (central appraisal districts and deed
recordings), @ number of questions are raised about (i) the legitimacy of the financial and other relationships between
affiliated entities and individuals and (ii) several accounting irregularities. There are not only significant issues regarding the
adequacy of the disclosures in the Filings, but there are likely material misstatements in the audited financial statements for
the fiscal years ending 2012, 2013 and 2014 and the interim quarterly filings for the same periods. The questions raised
about the UDF structure and the reliability of the published financial statements are detailed below.

Entity Commission Corporate Total Assets

File Number Address (Book Value)

1301 Municipal Way, Suite 220 $187.6

United Mortgage Trust -
(L SSaiee 628 DR | e vinenT oxas 76051 million

1301 Municipal Way, Suite 100 $392.0

United Development Funding lll, L.P. - e
ni JELDHENTLUNCINE 000.2310¢ Grapevine, Texas 76051 million

1301 Municipal Way, Suite 100 $684.1

United Development Funding IV 001-36472 "
: g - Grapevine, Texas 76051 million
; : 1301 Municipal Way, Suite 100 $43.9
United Devel t F ! Fund V -
nited Development Funding Income Fun 333-194162e Grapevine, Texas 76051 million
51.3

Total Assets billion



Summary of Key Observations:

The primary assets of the Companies are loans, and the book value of assets is likely materially overstated, either
because the loans have insufficient reserves or haveinadequate collateral supporting them.

Loans accrue larger and larger balances for years (more than doubling In some cases) without ever generating any
cash receipts, which lead to concerns about the accounting treatment of these loans, including how income is
recognized and later capitalized to long-term asset accounts. This raises serious questions about the carrying value
of the loans and the potential for materially overstated book value of assets.

Management fees are assessed on the value of assets under management. [f the book value of the Companies’
assets is materially overstated, the external manager has and isimproperly receiving inflated management fees.

UDF Il and UDF IV are not accruing any provision for loan losses despite a material outstanding balance of past due
loans (loans that have matured without being repaid or extended).

UDF Ill, UDF IV and UMT are not reserving against loans that have a high probability of being impaired (loans that
remain outstanding but that have not matured).

Loans to UDF IV's largest borrower do not appear to be arms-length transactions. These loans are typically not
repaid upon maturity and UDF IV does not receive any compensation for such extensions.

The largest borrower of UDF Il represents 43% of loans. The largest borrower of UDF IV represents 66% of loans.
While this concentration risk is disclosed, it is not disclosed that the largest borrower of both UDF lll and UDF IV is
the same.

The largest borrower of UDF Il and UDF IV is likely insolvent.

100% of UDF IV loans are classified as fully collectable which is likely a material misrepresentation since the largest
borrower is likely Insolvent.

Material conflicts exist between executives/officers and the largest borrower which are likely negatively impacting
shareholders. UDF Ill and UDF [V fall to disclose the business relationship between the borrower, affiliates and
directors/officers as required by Auditing Standard No. 18 — Related Parties.

There are disclosure issues regarding the percentage of loans secured by unimproved real property.

UDF V's principal business activity involves issuing loans to entities that have (or had) loans due to UDF INl and UDF
IV. UDF V funds are being used to repay loans owed to UDF Ill and UDF IV, which, at minimum, is not disclosed to
UDF V shareholders.

UDF V loans are being issued to UDF Ill and UDF IV’s largest borrower, and the relationship between this borrower
and UDF V's affiliates is not disclosed. In fact, UDF V's Filings include statements that it will not make loans to, or

participate in loans with, affiliates.

Insiders have made loans to themselves through affiliates at Interest rates below the 10-Yr US treasury rate in the
form of unsecured deficiency notes and recourse obligations totaling 563 million. At the same time, the insiders



lend to themselves at an interest rate of 1.75% to the detriment of shareholders while the same form of unsecured
deficiency notes to non-affiliated parties bear interest at 14%.

Specific Issues and Examples

1)e

2)e

3)e

4)e

Loans issued by UDF IV have matured without being repaid or extended and should be considered impaired basede
on the disclosures provided in the 10-Qs filed for the quarters ended September 30, 2015, June 30, 2015, Marche
31, 2015 and the 10-K fiied for the fiscal year ended December 31, 2014, which Whitley Penn audited. Despite thee
status of these loans, UDF IV has not accrued any reserves against the loans. How has Whitley Penn gainede
comfort regarding valuation of these assets in the financial statements?e

Six UDF IV loans related to the same borrower have matured without being extended or repaid based one
disclosures in the 10-Q filed for the quarter ended September 30, 2015. This borrower accounts for approximatelye
10% of UDF IV’s total loan assets and has past due loans owed to UDF il that represent approximately 25% of UDFe
II's portfolio. The impact of this borrower would seem to be material as it is the second largest “non-affiliated”e
borrower of both UDF Ill and UDF IV. Has Whitley Penn questioned management about why UDF IV has note
reserved against these loans or disclosed that its afflliate, UDF lll, has significant exposure to the same borrowere
and also has loans that are similarly past due. Has Whitley Penn considered whether the circumstances of thesee
loans and this borrower are material to the financial conditions of UDF Il and UDF IV?e

Most lending institutions typically accrue a provision for loan losses in the normal course of business based one
historical loss rates. UDF Il and UDF IV regularly accrued provisions for loan losses through the fiscal year endede
December 31, 2014. Based on the 10-Qs filed for the quarters ended March 31, 2015, June 30, 2015, ande
September 30, 2015, UDF Il and UDF IV have not recorded any provisions for loan losses in the consolidatede
statement of income for the first nine months of 2015. They have not accrued even the “normal course” provisione
for loan losses despite having a significant balance of outstanding loans come due without being extended ore
repaid. Has Whitley Penn questioned management regarding (i) why UDF Ill and UDF IV have not accruede
provisions for loan losses in 2015 or (iij) whether UDF Ill and UDF IV are adequately reserved in light of thee
significant balance of loans that came due without being repaid or extended? e

A material number of UDF IV loans accrue interest, do not generate any cash (according to company disclosures —
not current pay) and are repeatedly extended upon maturity. Based on disclosures in the 10-Ks for the fiscal yearse
ended December 31, 2012, December 31, 2013 and December 31, 2014, the outstanding balances of some ofe
these loans have doubled during the 3-5+ year periods that they have been outstanding without ever generating
any cash. None of the loans that share these characteristics have been reserved against according to UDF IV’se
financial disclosures for these periods. This is evidenced by the fact that the ending balance of the “allowance fore
loan losses” for loans individually evaluated for impairment was zero based on the disclosures in UDF IV's 10-Qe
filed for the quarter ended September 30, 2015. How has Whitley Penn gained comfort with UDF IV's stated valuee
of these loans at the accrued balance given the pattern of non-payment? Has Whitley Penn considered whethere
loans of this nature should be reserved against?e



5)a

6)a

7)a

8a

The CEO of UDF IV was added to the “Dallas Regional Board” of the UDF IV's largest creditor bank in January 2014a
according to a press release by the bank. Has the effect of this insider relationship been questioned or discusseda
with management? Has Whitley Penn considered whether this relationship should be disclosed to shareholders?a

Three loans issued to UDF IV by banks had matured without being extended or repaid as of the filing of its 10-Q fora
the 2" quarter 2015. These loans were owed by UDF IV to two banks, including the bank that UDF IV's CEO was ona
the Dallas Regional Board. At the time of the 2™ quarter 10-Q filing, UDF IV disclosed that it was “currentlya
negotiating an extension.” These loans were extended at some point in the 3" quarter 2015 according to the 10-Qa
filing. Understanding that Whitley Penn does not (and did not) audit the 2™ quarter financlals, does Whitley Penna
have any reason to believe that UDF IV was, at any time, in technical default or otherwise not in compliance witha
its credit facilities? Do any of the other publicly-traded companies that Whitley Penn audits (and that are in gooda
financial standing) typically allow maturity dates of credit facilities to pass without either repaying the loan,a
receiving a waiver In advance or entering into a loan modification In advance? Is Whitley Penn aware of anya
material facts related to the negotiation of the extension of the credit facilities that would have resulted in thea
delay of UDF IV receiving extensions? Does Whitley Penn believe that UDF IV adequately disclosed the facts as it
relates to the status of its credit faclllties?a

UDF Ill had $390mm of assets and $10mm of debt as of the quarter ended June 30, 2015, and it consistentlya
discloses that it has not made payments on Its debt in a timely manner. As disclosed In the 10-Q filed for thea
quarter ended June 30, 2014, UDF Il obtained a waiver “for the late payment in July 2014 of the June 2014a
required principal payment and will resume making the quarterly principal payments in accordance with the termsa
of the Term Loan in September 2014.” In the subsequent 10-Q filed for the quarter ended September 30, 2014,a
UDF Ill disclosed that it “obtained an extension . . . for the September 2014 required princlpal payment toa
December 21, 2014 and will resume making the quarterly principal payments in accordance with the terms of thea
Term Loan at that time.” Continuing this pattern, in the 10-Q filed for the quarter ended March 31, 2015, UDF llla
disclosed that the lending bank had “waived any default in connection with the late payment of the requireda
principal payment on March 21, 2015.” Why does UDF il struggle to make $1.25mm quarterly amortizationa
payments on Its debt if it has $390mm of assets in the form of interest bearing loans? Does Whitley Penn have anya
reason to believe that UDF lil Is not in good financial standing? Does Whitley Penn have any reason to believea
there is doubt about the entities ability to continue as a going concern?a

The largest borrower of both UDF Il and UDF IV is the same. This borrower accounts for 43% and 66% of the totala
loan balances for UDF Ill and UDF IV, respectively, according to 10-Qs for the quarter ended June 30, 2015. Thisa
borrower defaulted on a 2™ lien loan owed to UDF |V in June 2015 as well as a 1% lien owed to a senior lendera
according to deed records filed with Denton County. The appointment of substitute trustee was executed June 10,3
2015, and was filed in Denton County. This document outlined that “Default has been made in the payment of thea
Indebtedness secured by the Deed of Trust” and that “Beneficiary hereby requests the Substitute Trustee to sella
the property described in the Deed of Trust.” The senior lender effectively moved to enforce the deed and sell thea
land in order to be repaid by the proceeds of the sale. Given the materlality of this borrower to the financiala
condition of UDF Il and UDF IV, has Whitley Penn questioned management about the solvency of this borrowera
and the implications to UDF Il and UODF IV if this borrower is or becomes insolvent? If the borrower is insolvent,a
assets are likely materially overstated In the financial statements.a



f ' 9)e Why has the full extent of the relationship between UDF Il and UDF IV's largest borrower not been disclosed toe
their shareholders as required by Auditing Standard No. 18, Related Parties? Below are examples that highlight thee
relationship between borrower and lender that are outside the typical relationship of a borrower and lender:e

a.e The CEO of UDF Il and UDF IV and the CEO of the largest borrower at one time (if not currently) jointlye
owned an entity that owned a private jet. Public records show that both, in the past, were members ofe
the Texas limited liability company G-lll N778BT, LLC. This was not disclosed in UDF Il or UDF IV’s Filings.

b.e UDF I's 2014 financials, which were attached as an exhibit to UMT’s 10-K filed with the SEC for the fiscale
year ended December 31, 2014 (exhibit 99-2), disclosed that there was a 50/50 partnership formede
between UDF | and an entity controlled by UDF Ill and UDF IV’s largest borrower for the purpose ofe
acquiring “finished home lots in Lakeway, Texas.” This was not disclosed in UDF Iil or UDF IV’s Filings.

c.e The largest borrower and a private affiliate of UDF Ill and UDF IV, United Development Fund Lande
Opportunity Fund (UDF LOF), have a partnership through which a Dallas high-rise condominium buildinge
(The Stoneleigh) is owned. UDF IV has also issued a loan to the same entity that owns the high-rise. Whilee
It was disclosed that UDF IV issued a loan to an affiliate and that that affiliate is partially owned by UDFe
LOF, it was not disclosed in UDF 1l or UDF IV’s Filings that UDF lil and UDF IV’s largest borrawer also
owns an economic interest in the high rise. The borrower’s website suggests this and a search of the legale
entity, Maple Wolf Stoneleigh, LLC, on the Texas Comptroller of Public Accounts website confirms that ane
entity controlled by UDF Il and UDF IV’s largest borrower Is one of the members of the LLC.e

While these are just a few examples that have been identified through public records, it appears that the
=\ relationship between lender and borrower goes far beyond that of a typical lender and borrower. Is Whitley Penn
aware of these outside business dealings? If so, why have the full facts regarding the relationship between lender
and borrower not been disclosed to the shareholders of UDF Ill and UDF IV? This borrower accounts for 43% of
outstanding loans issued by UDF Ill and 66% of outstanding loans issued by UDF IV as of June 30, 2015,
accounting for outstanding indebtedness owed by this borrower to UDF il and UDF IV of approximately $585
million combined. In Whitley Penn’s opinion, has this relationship affected the decisions to extend this borrower’s
loans without compensation being paid to the relevant funds or how assets have been marked as fully collectable?

10)eUDF IV issued a loan to its largest borrower during the fiscal year ended December 31, 2011. The primary intendede
use of the loan proceeds was to acquire two loans that UDF |, itself, had defaulted on according to the loane
agreement between UDF IV and its largest borrower (see Exhibit 10-1 to UDF IV's 10-Q for the quarter endede
September 30, 2011). Following the issuance of the UDF IV loan, this borrower agreed to pay $8 million to UDF | ase
part of a “profits interest agreement” in consideration for “advisory services and assistance” with the propertye
securing UDF IV’s loan. The payments were made by UDF IV's borrower, and UDF | recognized the income duringe
the fiscal years ending December 31, 2011, and December 31, 2012. These disclosures were made In UDF le
financials that were included as an exhibit to United Mortgage Trust’s 10-K filed for the fiscal year endede
December 31, 2012 (see Exhibit 99-2). When UDF | originally defaulted on the two loans, a substitute trustee wase
appointed to enforce the deed; however, while the loans were in default, the substitute trustee never foreclosed.e
The substitute trustee filed two “Substitute Trustee’s Deed and Bill of Sale”, the first on November 1, 2011, and thee
second on February 7, 2012, evidencing both the amount for which the Substitute Trustee sold the defaulted notese
and the entity to which the notes were sold in the public records of Rockwall County, Texas. The amount that UDFe



IV lent to its largest borrower was far in excess of the amount required to buy the notes from the Substitute
Trustee. The excess amount was, however, more than sufficient to cover the amount paid by UDF IV’s borrower
to UDF I. Based on UDF | and UDF IV’s disclosures as well as the public property records, it appears that UDF IV
funds were in essence used to pay UDF I and its private limited partners. The loans which UDF | originally
defaulted on were signlficantly impaired, the lending bank failed and the FDIC was appointed as receiver. Why
were the details of this insider transaction not fully disclosed? Whitley Penn audits United Mortgage Trust and UDF
IV and as a result, had access to all of this information. Why were the details of this insider transaction not
disclosed to UDF IV shareholders? Is Whitley Penn aware of whether UDF IV funds were used to pay UDF | and not
disclosed? Did Whitley Penn review the profits interest agreement? Was this an arms-length transaction? What
“advisory services” and “assistance” were provided to justify the payment? If the same individuals manage UDF |
and UDF IV, how was it determined that UDF | provided the services rather than UDF IV? Why did this payment
accrue to the benefit of UDF | and its private limited partners rather than to UDF IV and its public shareholders, in
general, but also specifically considering that UDF | could not repay the original lending bank on the loans in
question?

11) Asdisclosed in the 10-K filed for the fiscal year ended December 31, 2014, UDF IV issued a loan to a homebuilding

group, the proceeds of which were used to acquire a separate homebuilding group. The acquiring homebuilding
group that received the loan was 75% owned by directors and officers of UDF IV (as disclosed). As such, directors
and officers of UDF IV are now creditors of UDF IV via the loan to the homebuilding group which the directors and
officers own. The directors and officers who own the homebuilding group also owe deficiency notes to United
Mortgage Trust (an affiliate of UDF IV) through UMT Holdings (UMTH). According to SEC disclosures, a deficiency
note arises “if the borrower or the Company [United Mortgage Trust] foreclosed on property securing an
underlying loan, or if the Company foreclosed on property securing a purchased loan, and the proceeds from the
sale were Insufficient to pay the loan in full, the originating company had the option of (1) repaying the
outstanding balance owed to the Company associated with the underlying loan or purchased loan, as the case may
be, or {2) delivering to the Company an unsecured deficiency note in the amount of the deficiency.” This appears
to imply that a deficiency note is a realized loss, but is not extinguished and continues to remain an obligation of
the original counterparty, in this case UMTH, an affiliate of UMT. UMTH is owned by 10 limited partners according
to UMT disclosures in its 10-K filed for the fiscal year ended December 31, 2014. The same directors and officers of
UDF IV that own a majority of the homebuilding group (previously mentioned) also own a majority of UMTH
according to disclosures in UDF IV’s 10-K filed for the fiscal year ended December 31, 2014. UMTH’s principal asset
is the fee stream generated by UDF IV (and UDF Ill, UDF V and UMT) to the respective external management
entities. The unsecured deficiency notes fe.g. realized losses) bear interest at 1.75% (to the benefit of UMTH
insiders and to the detriment of UMT shareholders) while the 10-year US Treasury currently yields 2.32%. In
contrast, similar UMT deficiency notes owed by non-related parties to UMT bear interest at 14%. Why do insiders
borrow at 1.75% when third parties borrower at 14%? Given Whitley Penn is the auditor of both UDF IV and UMT,
it should be aware of both arrangements with the insiders. Has Whitley Penn considered whether the full extent of
insider lending relationships between directors and officers and affiliates should be disclosed in accordance with
Auditing Standard No. 18, Related Parties? Has Whitley Penn determined that these lending relationships do not
create conflicts of interest that otherwise would need to be disclosed?



— 12)eSeveral loans are secured by undeveloped land, that remains undeveloped land years after these loans were issuede
(2, 3,5, 10 years In some cases). UDF IV discloses in its 10-K filed for fiscal year end December 31, 2014, that, whllee
it may invest in loans secured by unimproved real property, it has not invested in loans secured by unimprovede
real property. Unimproved real property is defined by UDF IV as land that has no construction in process or noe
development or construction on such land is planned in good faith to commence within one year. If there aree
loans that are secured by unimproved real property 3 and S years after the loan was originated, how is this note
materially misleading? These loans do not generate any cash, but do accrue larger and larger balances each
quarter. How is income being recognized for loans of this type that share these characteristics? Do the loans havee
PIK features where interest is capitalized into the loan balance? If so, are these activities treated as financinge
activities in the Statement of Cash Flows and are the non-cash transactions appropriately disclosed? Further, thee
loans in question are typically 2™ lien loans (presumably development loans) that are subordinate to 1* lien banke
loans (presumably acquisition loans). If there are 1* lien bank loans and 2™ lien UDF IV loans secured by the samee
property and there is not any horizontal or vertical development, where did the tens of millions of dollars thate
were originally lent go? Is Whitley Penn aware of loans of this nature? Is Whitley Penn concerned at all that loane
proceeds may have been misappropriated? Has Whitley Penn questioned management about the status of thee
underlying collateral, and why such collateral remains raw land and has not been improved multiple years aftere

receiving loans that bear interest at 13%?e

13)eThe theme of loans secured by unimproved property is a consistent one. When these loans are sold by ande
between affiliates, it should raise a significant red flag for any auditor, especially in light of Auditing Standard No.e
18, Related Parties, which was issued in June of 2014. According to a disclosure in UDF IV’s 10-K for the fiscal yeare
N ended December 31, 2014, UDF IV acquired a “participation interest . . . in a ‘paper’ lot loan from UDF Ill” to thee
largest borrower of UDF Il and UDF 1V on June 30, 2010. The UDF IV disclosure explains that the paper lot loan ise
secured by a pledge of equity rather than a real property lien, effectively subordinating UDF IV’s loan to all reale
property liens. As UDF lll was the initial originator of this loan, it also has a disclosure regarding the same loan. Thee
UDF Il disclosure in the 10-K for the fiscal year ended December 31, 2014 explains that UDF Ill originated an $8.1e
million loan to its largest borrower in September 2009 and the loan bears interest at 15%. UDF Ill also disclosese
that it no longer holds any economic interest in the loan that it originated to the borrower. While UDF IV discloses
that it acquired a “participation interest” in UDF lil’s loan, UDF IV does not disclose that UDF IV acquired 100% of
the loan from its affiliate. Whitley Penn is the auditor for UDF Ill and UDF IV and should have had access to all ofe
this information. Has Whitley Penn questioned management about why this loan was sold by UDF Ill to UDF IV, ande
why it has not been disclosed to UDF IV shareholders that UDF IV acquired 100% of the loan? How was ite
determined that this loan was an appropriate investment for UDF IV shareholders, but no longer an appropriatee
investment for UDF lll shareholders? How was the market value of the loan determined at the time of the affiliatee
transaction? Did the external manager (management) receive origination fees for the origination of the same loane
twice, once through UDF Ill and once through UDF IV? According to UDF IV’'s 10-Q filed for the quarter endede
September 30, 2015, the outstanding balance of this loan is $17.8 million (vs. $8.1 million original principal balancee
when UDF Il originated the loan). The underlying collateral is described as 401 acres {(undeveloped) and 10e
finished lots (developed) in Rockwall County, Texas. As such, the collateral appears to be almost exclusivelye
undeveloped land six years after the loan was originally issued after the loan balance has more than doubled
and after the loan was transferred between affiliates (with different public shareholder groups). All the whilee
the loan has continued to accrue interest at 15%. The loan has been modified and extended four times. Hase



Whitley Penn reviewed the facts and circumstances of this loan or opined on management’s determination that
full collectabillty of this loan is considered probable? How has Whitley Penn gained comfort that the carrying value
of this subordinate loan Is supportable? UDF IV has recognized $5.4 million of cumulative current Income related
to this loan for the fiscal years ending December 31, 2013 and December 31, 2014 as well as the nine months
ended September 30, 2015. UDF IV has disclosed less than $1 million of cash receipts attributable to this loan
implying that the vast majority of all income recognized is non-cash. |s Whitley Penn comfortable that the loan
assets and related income are not misstated? Periodically, the accrued interest receivable balance is transferred
to loan balance, which is mechanically how the loan balance has doubled. Is this reflected as a financing activity in
the Statement of Cash Flows? Is the non-cash transaction appropriately disclosed? As a REIT, UDF IV is required to
distribute at least 90% of its taxable income to shareholders in order to maintain its taxable status as a REIT.
Conceptually, given that a significant number of loans increase in size, but do not generate cash, has Whitley Penn
considered how UDF IV funds the required distributions to its shareholders since a large portion of the current

income is non-cash?

14)eUDF | originated a 2™ lien loan to the largest individual borrower of UDF Ill and UDF IV (current as of Septembere
2015) in 2004 according to deed records filed with Denton County, Texas. This loan was secured by land in Dentone
County. UDF fil originated a 2 lien loan in 2007 to the same entity, secured by the same piece of land (verifiede
by comparing the legal description of the land in the respective deeds filed with the county). The financial {ande
housing) crisis and the great recession followed over the years subsequent to the origination of the UDF Ill loan.e
Throughout this period, the land securing the loan was never developed. The loan was modified and increased by
UDF lil in 2009, 2012, and 2014, throughout the recession and into the recovery. The land remained undevelopede
throughout this period, and the borrower’s own website describes the status of the development as “raw land.” In
June 2015, UDF V originated a new loan to the same borrower, secured by the same land. The proceeds of thee
UDF V loan were used to repay the loan owed to UDF Il according to the borrower’s statement that was filed withe
the deed of trust in Denton County. UDF V filed an 8-K on June 11, 2015 announcing that it had originated thise
loan, which it disclosed was subordinate to a senior loan that remained outstanding. Seven months following thee
origination of the new UDF V loan that bears interest at 13%, there are still no signs of construction at the
development site. UDF V did not disclose that the entity receiving the loan was the single largest borrower of bothe
UDF Il and UDF IV or that UDF Il had a loan outstanding to the same entity at the time the new loan was issued bye
UDF V. Whitley Penn is the auditor of both UDF Il and UDF V. Has Whitley Penn considered whether thise
information would be relevant to an investor in UDF V and whether it should be disclosed as required by Auditinge
Standard No. 18, Related Parties? Has Whitley Penn questioned management as to why the collateral for a 2" liene
development loan remains undeveloped land 10 years after UDF | originated a loan and 8 years after UDF llle
originated a loan? Does Whitley Penn consider whether transactions such as this loan are arms-length, markete
transactions when forming its opinion as to the accuracy of financial statements and marking of assets? How hase
Whitley Penn gained comfort that the carrying value of this loan is not overstated?e

15)eAs has previously been discussed, UDF [l has had issues making small $1.25 million quarterly amortizatione
payments on its lone $15 million credit facility that has $10 million outstanding. A portion of the credit facility is ae
term loan with the remaining portion structured as a line of credit. According to disclosures in UDF liI’s 10-Q filede
for the quarter ended March 31, 2015, the “line of credit matures on June 21, 2015”. According to disclosures ine
UDF IIl’s 10-Q filed for the quarter ended June 30, 2015, UDF Ill entered into a loan modification and extensione



~ agreement with its lender in June 2015 which “extended the due date of the June 21, 2015 quarterly principal
payment to September 10, 2015 . . . the Line of Credit, as amended, matures on September 21, 2015.” The end
result was an extension of both principal amortization payments on the term loan and the maturity of the line of
credit fromJune 2015 to September 2015. Given UDF V originated a loanin June 2015 that was used to repay the
loan owed to UDF Il by UDF IlI's largest borrower, is Whitley Penn at all concerned that UDF V funds were used by
UDF Il directly or indirectly to make payments due on its credit facilities? As the independent registered public
accounting firm for both UDF Ill and UDF V, Whitley Penn should have had access to all of this information and

financial activity.

16)en continuation of the previous set of questions, UDF V specifically discloses in its S-11, filed with the SEC one
February 26, 2014, that it “will not make loans to, or participate in real estate investments with, or provide credite
enhancements for our affiliates or affiliates of our co-sponsors, our advisor entities or our asset manager, includinge
other United Development Funding funds.” Based on its disclosures, UDF V has only issued seven loans to date; it
Is not disclosed that of the seven loans, four have been issued to UDF Iil and UDF IV’s largest borrower. A searche
for the entitles that have received loans from UDF V on the website for the Texas Comptroller of Public Accountse
(taxable entity search) shows that this is the case. Further, not only have the loans been issued to UDF ill and UDFe
IV's largest borrower, but each of the four loans was issued to an entity that previously (and at the time ofe
issuance) had a loan outstanding due either to UDF Ill or UDF IV. In the specific loan example detailed above, thee
public records actually show that UDF V funds were used to repay UDF lll. It appears that this is also the case fore
the other loans to UDF Ill and UDF IV's largest borrower based on the fact patterns. As such, It appears that thee
principal function of UDF V, to date, has been to provide loans to repay UDF Ill and UDF IV for older loans at thee
m expense of UDF V shareholders. Whitley Penn is the auditor for UDF Ill, UDF IV and UDF V. As such, Whitley Penne
should be familiar with the entitles that have received loans from multiple UDF entities. In its review, does Whitleye
Penn question whether these are arms-length transactions? Is Whitley Penn aware of UDF V loan proceeds beinge
used to repay UDF 1ll and UDF IV loans? Has Whitley Penn questioned management as to the accuracy of the UDFe
V disclosure that states that UDF V will not make loans to or participate Iin investments with affiliates or whethere
its actions are consistent with the spirit of the disclosure? Has Whitley Penn considered whether not disclosing thee
relationship of this borrower to its affiliates (UDF !l and UDF IV) is a material omission from UDF V's financiale
statements? Does Whitley consider this to be a concentration issue that needs to be disclosed?e

cc:

Phillip K. Marshall, Independent Trustee, Chairman of Audit Committee, United Mortgage Trust
J.Heath Malone, Independent Trusteee
Steven J. Finkle, Independent Trusteee
Wiitiam M. Kahane, Trusteee
Eustace W. Mita, Independent Trusteee
Bobby Ray, Trusteee
Charles M. Gillis, Independent Trusteee
Michele A. Cadwell, Independent Trusteee
Roger C. Wadsworth, Independent Trusteee
Leslie J. Wylie, Independent Trusteee
7"\ Hollis M. Greenlaw, Chairman of the Board of Trustees and CEO UDF IV
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Todd Etter, Chairman and Partner UDF IV

Michael Wilson, Executive Vice President, Director and President UDF IV
Cara Obert, Chief Financial Officer, Partner UDF IV

Ben Wissink, President, Partner UDF IV

Melissa Yougblood, Partner UDF V

Stacy Dwyer, Chief Operating Officer UDF IV

Dave Hanson, Chief Accounting Officer UDF IV
Brandon Jester, Director of UMTH Land Development
T. Stuart Ducote, President and CFO, UMT
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Message

From: Parker Lewis [PL@haymancapital.com]
/== Sent: 11/20/2015 9:36:39 PM

To: J. Kyle Bass [k@haymancapital.com]

Subject: RE: question

Attachments: image001.jpg; image002.png; image003.png; image004.png; image005.png

I just spoke with the reporter from D Magazine (Brantley Hargrove) that Tim has staffed. we spoke for
about an hour and a half, mainly answering various questions he had after reviewing the presentation,
full speed ahead.

No other word from Greg following my email.

[cid:image001. jpg@01C84251.44A3D0170]

Parker Lewis

Hayman Capital Management, L.P.
2101 cedar Springs Road Suite 1400
pallas, TX 75201

214.347.8043 Direct
512.699.7480 Mobile
PL@HaymanCapital.com<mailto:PL@HaymanCapital.com>

From: J. Kyle Bass

Sent: Friday, November 20, 2015 1:14 PM
To: Parker Lewis <PL@haymancapital.com>
Subject: RE: question

Perfect and thanks

/A\From: Parker Lewis
Sent: Friday, November 20, 2015 11:07 AM
To: J. Kyle Bass <k@haymancapital.com<mailto:k@haymancapital.com>>; Andy Jent
<aj@haymancapital.com<mailto:aj@haymancapital.com>>
Subject: Fw: question

FYI...will let you know if he comes back to me with any other requests or updates

[cid:image001.jpg@01C84251.44A3D170]

Parker Lewis

Hayman Capital Management, L.P.
2101 Cedar Springs Road Suite 1400
pallas, TX 75201

214.347.8043 Direct
512.699.7480 Mobile
PL@HaymanCapital.com<mailto:PL@HaymanCapital.com>

From: Parker Lewis

Sent: Friday, November 20, 2015 1:06 PM
To: 'Zuckerman, Gregory' <Gregory.Zuckerman@wsj.com<mailto:Gregory.Zuckerman@wsj.com>>
Subject: RE: question

.

Greg - following up on my prior email which was just for UDF IV, below is a summary of all of the equity
capital raised through the public UDF affiliated programs (UDF III, UDF IV, UDF V and United Mortgage
Trust); the total is ~$1.3 billion in equity capital raised. when accounting for debt raised, the total
capital raised in these programs is between $1.5-$1.6bn ($200-$300 million of debt). I can get you the
specifics on the debt if you need but it seems you're focused on the equity raised so that is what I've
detailed below. As I did for UDF IV, I've also included a 1ink to the source document and a cut/paste of
the specific disclosure within the source document for UDF III, UDF V and United Mortgage Trust).

/"\Let me know if you have any questions or if there is anything else I can help run down

Best, Parker

HAVAAANINNNDY 7R
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Message

From: Chris Kirkpatrick [CK@haymancapital.com]

/= Sent: 12/4/2015 9:37:41 PM
To: David Whipple [WhippleDa@SEC.GOV]; Hunter, Keith J. [HunterK@SEC.GOV]
Subject: Letter to Whitley Penn

Attachments: Letter to Auditor (FINAL Dec 4 2015).pdf

David:

Attached are (i) the letter that we sent to Whitley Penn this afternoon concerning their resignation,
(i) an involuntary petition for bankruptcy filed by UDF III against a Buffington related entity (Lennar
Buffington Stonewall Ranch, L.P.), and (iii) the original petition filed against, among others,
Buffington and starley, individually, and a Buffington entity and UDF IV.

Also, here's a 1ink to the recent resignation of william Kahane, a director of UDF V's board of
directors. http://www.sec.gov/Archives/edgar/data/1591330/000114420415068511/v425695_8k.htm. Kahane is
affiliated with AR Capital, RCS capital and Nick Schorsch. Although his resignation was announced on
November 30th, it was effective on the same day that whitley Penn resigned as UDF's auditor.

Let me know if you have any questions.
Best,

Chris

Cchris Kirkpatrick

General Counsel

Hayman Capital Management, L.P.
2101 cedar Springs Road, Suite 1400
Dallas, Texas 75201

/== 214-646-8800 Tel
972-372-0336 Fax
ck@haymancapital.com

CONFIDENTIALITY NOTICE: The information transmitted herein does not constitute an offer, solicitation or
recommendation to sell or an offer to buy any securities, investment products or investment advisory
services. Such an offer may only be made to eligible investors by means of delivery of a confidential
private placement memorandum or other similar materials that contain a description of material terms
relating to such investment. The information transmitted is intended solely for the person or entity to
which it is addressed and may contain confidential and/or privileged material. Any review,
retransmission, dissemination or other use of, or taking of any action in reliance upon, this information
by persons or entities other than the intended recipient is prohibited. If you received this in error,
please contact the sender and delete the material from any computer.

WAVAIANNANNIQT1
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Message

From: Parker Lewis [PL@haymancapital.com]

/%= Sent: 12/10/2015 2:50:49 PM
To: Brandon Osmon [bo@haymancapital.com]; Peter Hans [peter@hvst.com]
Subject: RE: United Development Funding (UDF) - Texas-Sized Scheme

Attachments: image002.jpg; image003.png; Letter to Auditor (FINAL Dec 4 2015).pdf

This is the letter that was sent to the auditor that we also would like posted

[cid:image001. jpg@01C84251.44A3D170]

Parker Lewis

Hayman Capital Management, L.P.
2101 Cedar Springs Road Suite 1400
pallas, TX 75201

214.347.8043 Direct
aymanCapital.com<mailto:PL@HaymanCapital.com>

From: Brandon Osmon

Sent: Thursday, December 10, 2015 8:50 AM

To: Peter Hans <peter@hvst.com>

Cc: Parker Lewis <PL@haymancapital.com>

Subject: RE: United Development Funding (UDF) - Texas-Sized Scheme

peter can you please call me [N

From: Peter Hans [mailto:peter@hvst.com]
Sent: Thursday, December 10, 2015 8:49 AM
To: Brandon Osmon

/M=®\Cc: Parker Lewis

Subject: Re: United Development Funding (UDF) - Texas-Sized Scheme

H} Guys, sorry about the slight delay but the post is live and comments are only visible by the admin(s)
of the page.

Here is the 1link to the post http://hvst.co/1NP2k2b

[cid:image003.png@01D13327.09D010380]

Peter Hans, Co-Founder & CEO
peter@hvst.com<mailto:peter@hvst.com>

(571) 482-0249

Twitter - @PeterHansHVST

Harvest Profile<https://www.hvst.com/2-peter-hans>
https://www.hvst.com

on Dec 10, 2015, at 8:33 AM, Brandon Osmon <bo@haymancapital.com<mailto:bo@haymancapital.com>> wrote:
Thank Peter. How would I be able to access this page from my landing page on Harvest (shown below)?
<image001.jpg>

From: Peter Hans [mailto:peter@hvst.com]

sent: Thursday, December 10, 2015 8:15 AM

To: Parker Lewis

Cc: Brandon Osmon

Subject: Re: United Development Funding (UDF) - Texas-Sized Scheme

/™\I'm just re-testing the commenting functionality - might be a bit delayed.no more than 20-30 minutes
<image002.png>
Peter Hans, Co-Founder & CEO
peter@hvst.com<mailto:peter@hvst.com>
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Message

From: Peter Hans [peter@hvst.com]
/*=\ Sent: 12/9/2015 9:45:32 PM
To: Chris Kirkpatrick [CK@haymancapital.com]
CC: J. Kyle Bass [k@haymancapital.com]; Brandon Osmon [bo@haymancapital.com]; Parker Lewis
[PL@haymancapital.com]
Subject: Re: United Development Funding (UDF) - Texas-Sized Scheme

Importance: High

I read through the document and I think it will resonate well. I have an idea leveraging a software update that
we recently built that I think can represent both a powerful publication tool as well as a sustainable
‘community’ focused on “Investors for Truth” - ‘A member-based, but publicly accessible forum for
institutional investors and asset managers to share diligence around fraudulent corporations and their business
practices.’

I’m free to discuss at your convenience.

Peter

harvest

Peter Hans, Co-Founder & CEO
peter@hvst.com
(571) 482-0249
Twitter - @PeterHansHVST
Harvest Profile

/ \https://www.hvst.com

On Dec 9, 2015, at 3:12 PM, Peter Hans <peter@hvst.com> wrote:

Confirmed. Thank you Chris. I will review and be back shortly.
<hvst-sig.png>

Peter Hans, Co-Founder & CEO

peter@hvst.com

(571) 482-0249

Twitter - @PeterHansHVST

Harvest Profile

https:/Awww.hvst.com

On Dec 9, 2015, at 3:06 PM, Chris Kirkpatrick <CK@haymancapital.com>
wrote:

Peter:

7 Kyle inadvertently sent you a draft. Attached is the final version. Please delete the prior
version.

LAVRAIANNANANDOQ4 1
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Message

From: Peter Hans [peter@hvst.com)

Sent: 12/11/2015 2:56:45 PM

To: J. Kyle Bass [k@haymancapital.com]

CC: Parker Lewis [PL@haymancapital.com]; Andy Jent [aj@haymancapital.com]; Chris Kirkpatrick
[CK@haymancapital.com]

Subject: Re: Harvest Post

The post is live, here is the link http://hvst.co/1SSbjUO

The powerpoint will work well with our viewer. We convert the doc to HTML and then re-display with a
native viewer that allows us to customize security settings for clients (custom watermarks, removing download
ability, tracking etc).

Thanks for the feedback on the PDF toggle. It’s something we can explain with a tool tip for posts with
multiple attachments. We find it to be a poor reader experience to display multiple attachments consecutively
given the majority of readers don’t progress beyond the page fold.

harvest

Peter Hans, Co-Founder & CEO
peter@hvst.com

(571) 482-0249

Twitter - @PeterHansHVST
Harvest Profile
https://www.hvst.com

On Dec 11, 2015, at 8:50 AM, J. Kyle Bass <k@haymancapital.com> wrote:

Thanks Peter. Please ping us when itis up. For what its worth, many people that clicked to yesterday’s
post didn’t know how to get the Letter to the Auditor on PDF2.

Will the powerpoint work well in its current format?

From: Parker Lewis

Sent: Friday, December 11, 2015 6:41 AM

To: Peter Hans <peter@hvst.com>

Cc: J. Kyle Bass <k@haymancapital.com>; Andy Jent <aj@haymancapital.com>; Chris Kirkpatrick
<CK@haymancapital.com>

Subject: Re: Harvest Post

Correct anonymous
Sent from my iPhone

OnDec 11, 2015, at 8:40 AM, Peter Hans <peter@hvst.com> wrote:

WAVARANNNN2DINA
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Thanks Parker.

To confirm, this is going to anonymous profile and the title will be both of the
below lines.

<image001.png>

Peter Hans, Co-Founder & CEO

peter@hvst.com

0249
Twitter - @PeterHansHVST
Harvest Profile
https:/Www.hvst.com

On Dec 11, 2015, at 8:36 AM, Parker Lewis
<PL(@haymancapital.com> wrote:

Peter — please see attached. Ready to upload to harvest. We would like
the title of the post to be as follows (not the title of the file)

United Development Funding (UDF)

One Example of Many: How The Scheme Works, from
One UDF Fund to the Next

<image001l.jpg>

Parker Lewis

Hayman Capital Management, L.P.
2101 Cedar Springs Road Suite 1400
Dallas, TX 75201

214.347.8043 Direct
Mobile
PL@HaymanCapital.com

<How It Works_A Centurion American Development (FINAL Dec
11 2015).pdf>

WAVALANNNNRIONR
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Message

From:

ASent:

To:

Subject:

Ve

CC:

Peter Hans JJij @hvst.com]

12/10/2015 3:17:15 PM

Parker Lewis [PL@haymancapital.com])

Brandon Osmon [bo@haymancapital.com]

Re: United Development Funding (UDF) - Texas-Sized Scheme

Ok, the post is now live http:/hvst.co/l1IHIBVZ

I posed it as coming from the community and will also post from the individual user account.

Both attachments are on the post and you can toggle by clicking on PDF1 or PDF2...additionally comments are
visible only by the admin(s) of the community.

Please let me know if there is anything else you’d like me to change.

peter

harvest

Peter Hans, Co-Founder & CEO
I @hvst.com

(571) 482-0249

Twitter - @PeterHansHVST
Harvest Profile
https:/Www.hvst.com

On Dec 10, 2015, at 8:50 AM, Parker Lewis <PL@haymancapital.com> wrote:

This is the letter that was sent to the auditor that we also would like posted

<image002.jpg>

Parker Lewis

Hayman Capital Management, L.P.
2101 Cedar Springs Road Suite 1400
Dallas, TX 75201

214.347.8043 Direct
512.699.7480 Mobile
PL@HaymanCapital.com

From: Brandon Osmon

Sent: Thursday, December 10, 2015 8:50 AM

To: Peter Hans JJij @hvst.com>

Cc: Parker Lewis <PL@haymancapital.com>

Subject: RE: United Development Funding (UDF) - Texas-Sized Scheme

Peter can you please call me |G
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From: Peter Hans [mailto: peter@hvst.com]

Sent: Thursday, December 10, 2015 8:49 AM 7™\
To: Brandon Osmon

Cc: Parker Lewis

Subject: Re: United Development Funding (UDF) - Texas-Sized Scheme

Hi Guys, sorry about the slight delay but the post is live and comments are only visible by the
admin(s) of the page.

Here is the link to the post http://hvst.co/1NP2k2b

<image003.png>

Peter Hans, Co-Founder & CEO
peter@hvst.com

(571) 482-0249

Twitter - @PeterHansHVST
Harvest Profile
https:/Mwww.hvst.com

On Dec 10, 2015, at 8:33 AM, Brandon Osmon <bo(@haymancapital.com> wrote:

Thank Peter. How would | be able to access this page from my landing page on Harvest
(shown below)?

<image001.jpg>

From: Peter Hans [mailto: peter@hvst.com]

Sent: Thursday, December 10, 2015 8:15 AM

To: Parker Lewis

Cc: Brandon Osmon

Subject: Re: United Development Funding (UDF) - Texas-Sized Scheme

I’m just re-testing the commenting functionality - might be a bit delayed...no
more than 20-30 minutes

<image002.png>

Peter Hans, Co-Founder & CEO

peter@hvst.com

(571) 482-0249

Twitter - @PeterHansHVST
Harvest Profile
https:/MWww.hvst.com
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Message

From: Parker Lewis [PL@haymancapital.com]
/"= Sent: 12/10/2015 9:11:24 PM
To: J. Kyle Bass [k@haymancapital.com]; Chris Kirkpatrick [CK@haymancapital.com]; Andy Jent

[aj@haymancapital.com]; Juneau Lee [JL@haymancapital.com]; Brandon Osmon [bo@haymancapital.com]; Jeff Cate
[ic@haymancapital.com]

Subject: New Post from Value Walk

Attachments: image001.jpg

United Development Funding - Kyle Bass Accuses Company Of Ponzi Scheme
http://www.valuewalk.com/2015/12/united-development-funding/

valuewalk learned several months ago that Hayman Capital was short uUnited Development and we just broke
the story on twitter. We have FOIAed SEC for further info and been stonewalled on the request although
according to an FOIA expert the response from the SEC indicates a possible criminal investigation. We
broke the story today because two posts - one on VIC and the other on HVST allege the company to be a
fraud. We have several reasons to believe those reports came from Hayamn Capital, but it is not confirmed
yet. However, both reports use a similar thesis to Hayman's. Hayman and United Development have not
responded to a question for comment. UDF is the company we alleged to in this
post<http://www.valuewalk.com/2015/11/ar-capital/>. Stay tuned for more on this story, follow up
documentation, and the non public REIT sector in general.

[cid:image001.jpg@01C84251.44A3D170]

Parker Lewis

Hayman Capital Management, L.P.
2101 Cedar Springs Road Suite 1400
Dallas, TX 75201

/‘\ 214.347.8043 Direct

$12.699.7480 Mobile
PL@HaymanCapital.com<mailto:PL@HaymanCapital.com>
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Edelman Dallas

1845 woodall Rodgers Freeway. Suite 1240
pallas, TX 75201

+ 1 214 443 7599 office
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Message

From: Parker Lewis [PL@haymancapital.com)
/"™ Sent: 2/2/2016 5:05:53 PM
To: Geller, Mike [Mike.Geller@edelman.com]
cC: @Edelman Hayman Capital Team [EdelmanHaymanCapital@edelman.com]; Chris Kirkpatrick
[CK@haymancapital.com)
Subject: Re: Website Approved

Yes - please provide.
I just responded to a question he had about UDF III concentration
Sent from my iPhone

> On Feb 2, 2016, at 11:58 AM, Geller, Mike <Mike.Geller@edelman.com> wrote:

>
>1Got it. I told Zuckerman that Faber would 1ikely be tweeting it but don't think we need to do anything
else.
> Zuckerman would 1like the 1ink to the site as well. Can we provide it?
> .
> Mike Geller
> Edelman
> Financial Communications & Capital Markets
> 0: 212.729.2163 | M: 646.567.3596
>
>
> ——--- original Message-----
> From: Parker Lewis [mailto:PL@haymancapital.com]
> Sent: Tuesday, February 2, 2016 11:17 AM
> To: Geller, Mike
> Cc: @Edelman Hayman Capital Team; Chris Kirkpatrick
/‘.h\> Subject: Re: Website Approved
>
> No - Faber has not been given the go ahead. We will discuss timing in the next hour but expect it to be
tomorrow first thing as of now.
>
> Do you think we need to give any additional heads up to WSJ? I would think it is clear and unnecessary
but if you think we need to, let's confirm timing before we communicate.
>
> Sent from my 1iPhone
>
>> On Feb 2, 2016, at 11:09 AM, Geller, Mike <Mike.Geller@edelman.com> wrote:
>>
>> Parker, has Faber been given the go-ahead to tweet it?
>>
>>
>> --=-- original Message-----

>> From: Parker Lewis [mailto:PL@haymancapital.com]

>> Sent: Tuesday, February 2, 2016 11:08 AM

>> To: @Edelman Hayman Capital Team

>> Cc: Chris Kirkpatrick

>> Subject: Website Approved

>> Team - website is approved and ready for launch. Please make it 1live at Noon EST.
>> Parker

>> Sent from my 1iPhone

LAVAIANINNNRRAO
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Message

From: Parker Lewis [PL@haymancapital.com]
Sent: 2/2/2016 6:18:41 PM
To: J. Kyle Bass [k@haymancapital.com]; Chris Kirkpatrick [CK@haymancapital.com]; Steele Schottenheimer

[ss@haymancapital.com]; Katheryn E. Mueller [KM@haymancapital.com]; Brandon Osmon
[bo@haymancapital.com]; Dan Babich [DB@haymancapital.com]; Davis Hostetter [dh@haymancapital.com); Tai-Li

Chang [tic@haymancapital.com]; Henry Becker [HB@haymancapital.com); Juneau Lee [JL@haymancapital.com]
Subject: UDF Website Update

A1l - the website is 1ive. The WSJ is unlikely to print tomorrow and next week is more likely - WSJ noted
both process and space in paper as issues. I've responded to 2 fact checks from wSJ) in the last hour so

it appears they are trying to get it wrapped as soon as possible but still unlikely to run in morning
tomorrow.

Given the feedback from the wsl, the current plan is to promote the website tomorrow and begin media
outreach following Kyle's appearance on CNBC.

we have let the wsJ) know that we are proceeding to go public and we have also given them a heads up that
Faber may tweet the URL to the website. No one will be caught off guard as we have also communicated our
plans to the SEC and FBI.

In the case that Faber does not tweet, we have a plan C in place to push a paid Twitter promotion and to
buy Google ad words. This would be part of any strategy but rather than be complimentary to earned media,

it would be a primary tool to start public engagement, which would then be followed by media outreach
from EdeIman.

sent from my iPhone

HAVRAIANNNNRQRN
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Message

From: Parker Lewis [PL@haymancapital.com]
/== Sent: 2/4/2016 5:29:19 PM
To: J. Kyle Bass [k@haymancapital.com]
Subject: RE: Pls send UDF update with website and press strategy!

Ok. Just spoke with Edelman. They discussed internally and their official proposal is to either go back
to Faber to have him tweet on Monday OR they have politico 1ined up to run a story this afternoon. After
deliberating internally, they came around to your view that tomorrow is not ideal. Instead the two paths
are: either go today or Monday. If we go this afternoon, we have all day tomorrow to push the story.

Thoughts on these two paths?

Parker Lewis

Hayman Capital Management, L.P.
2101 Cedar Springs Road Suite 1400
Dallas, TX 75201

214.347.8043 Direct
512.699.7480 Mobile
PL@HaymancCapital.com

----- original Message-----

From: J. Kyle Bass

Ssent: Thursday, February 04, 2016 11:20 AM

To: Parker Lewis <PL@haymancapital.com>

Subject: Re: Pls send UDF update with website and press strategy!

If you want to go tomorrow, the release needs to happen at 8am. I am game for that. Not later in the day.

/ ‘Let's do it. Edelman has had plenty of time to devise the recipient 1ist and to purchase key words...lets
get going first thing tomorrow morning. I will be in the air for the next 4 hrs but available via email
if they email you the plan.

J. Kyle Bass
Chief Investment Officer
Hayman Capital Management

> On Feb 4, 2016, at 12:15 PM, Parker Lewis <PL@haymancapital.com> wrote:

>

> Don't disagree, I just don‘t like the fact that the website is just sitting out there to be found and
leaked by a blog at any time, we partially lose control in that environment. But if you want to wait
until Monday, we will wait until Monday.

Parker Lewis

Hayman Capital Management, L.P.
2101 Cedar Springs Road Suite 1400
Dallas, TX 75201

214.347.8043 Direct
$12.699.7480 Mobile
PL@HaymanCapital.com

————— original Message-----

From: J. Kyle Bass

Sent: Thursday, February 04, 2016 11:13 AM

To: Parker Lewis <PL@haymancapital.com>

Subject: Re: Pls send UDF update with website and press strategy!

V)VVVVVVVVVVVVVVVVVVV

> I think we should move to promote and go forward Monday morning. Friday is always a bad day to launch
anything.
>

WAVAIANNNNRRRT7
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This should be our plan.

J. Kyle Bass

chief Investment officer /4-;\
Hayman Capital Management

on Feb 4, 2016, at 12:10 PM, Parker Lewis <PL@haymancapital.com> wrote:

Ws) is not running on Monday and we do not have a commitment on a day thereafter.

I spoke with the WS]'s real estate editor last night (requested by Greg); it sounds like they are
oking to include the complexity of the Ponzi-like nature which greg previously was going to stay away
om - this will likely result in a delay; this would make the story more impactful but does not help our
sue of timing.

Given all of this, Edelman does not recommend that we leave the website just hanging out there (and
king down is not an option). I agree and I worry that UDF could already potentially have access to the
te before it becomes widely public (time to prepare a counter). Edelman recommends that we move to
omote, as early as tomorrow but want your thoughts/sign-off.

They are sending new launch proposal shortly, will forward.

Parker Lewis

Hayman Capital Management, L.P.
2101 cedar Springs Road Suite 1400
pallas, TX 75201

214.347.8043 Direct
512.699.7480 Mobile
PL@HaymancCapital.com

----- original Message-----

From: J. Kyle Bass

sent: Thursday, February 04, 2016 11:01 AM
To: Parker Lewis <PL@haymancapital.com>
Subject: Pls send UDF update with website and press strategy! /"‘\

J. Kyle Bass
chief Investment officer
Hayman Capital Management

WIAVAIANNNNERRR
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Message

From: J. Kyle Bass [k@haymancapital.com]
/*= Sent: 2/5/2016 3:37:20 PM
To: Parker Lewis [PL@haymancapital.com]; Chris Kirkpatrick [CK@haymancapital.com]; Juneau Lee

[JL@haymancapital.com]
Subject: FW: Cam - Kyle Bass - Hayman Capital - United Development Funding IV {UDF) - Ponzi Scheme

Importance: High

Bombs away.

From: J. Kyle Bass

Sent: Friday, February 05, 2016 9:36 AM

To: 'Cameron.funkhouser@finra.org’' <Cameron.funkhouser@finra.org>

Subject: Cam - Kyle Bass - Hayman Capital - United Development Funding IV (UDF) - Ponzi Scheme
Importance: High

Cam,

we haven't spoken in many years but I think this scheme warrants your attention. First, clearly Hayman
is short the public equity of UDF IV (Nasdaq: UDF).

we believe this scheme is ongoing and continues to take advantage of small mom and pop investors with
every new dollar they raise through the small broker-dealer networks.

we have developed a public website with the entirety of our work:

https://udfexposed.com/

As you will see, we have spent over a year combing through all public records and filings to piece the
scheme together. After you read through our letter to the auditor (who recently resigned) and look
through the 'News and Research' section, I will be happy to have a call with you or your team.

‘Sincerely,

Kyle

J. Kyle Bass
chief Investment officer
Hayman Capital Management
214-347-8052

WHAVAIANNNNRQ1 A



Message

From: J. Kyle Bass [k@haymancapital.com]
/= Sent: 2/19/2016 9:04:08 PM
To: Parker Lewis [PL@haymancapital.com]; Steele Schottenheimer [ss@haymancapital.com]; Katheryn E. Mueller

[KM@haymancapital.com); Chris Kirkpatrick [CK@haymancapital.com]; Chris Manzini [chris.manzini@edelman.com]
Subject: Fwd: This is interesting
Attachments: Screen Shot 2016-02-19 at 2.00.00 PM.png; Screen Shot 2016-02-19 at 1.16.08 PM.png; hvst-sig.png

J. Kyle Bass
Chief Investment Officer
Hayman Capital Management

Begin forwarded message:

From: Peter Hans <peter@hvst.com<mailto:peter@hvst.com>>

Date: February 19, 2016 at 3:38:01 PM EST

To: Parker Lewis <PL@HaymanCapital.com<mailto:PL@haymancapital.com>>, "J. Kyle Bass"
<k@haymancapital.com<mailto:k@haymancapital.com>>, Brandon Osmon
<bo@haymancapital.com<mailto:bo@haymancapital.com>>

Cc: steele Schottenheimer <ss@haymancapital.com<mailto:ss@haymancapital.com>>, "Katheryn E. Mueller"
<km@haymancapital . com<mailto: km@haymancapital.com>>

Subject: This is interesting

First off, congratulations. This was an incredibly well executed strategy from research and execution to
PR and marketing and I'm happy that our platform was able to help a bit.

As you know, we capture data on everything that touches our servers so I wanted to pass on the stats from
the 2/5/16 post directing readers to the UDF Exposed site. From 2/5 through yesterday the post was seen
nearly 6,000 times and read by 2,624 different investors (though I"m sure those numbers will continue to
increase after today). Your reader audience aligned perfectly with your goals as nearly 70% of the
\readers fell into one of these four categories:

29.7% Hedge Fund Managers
14.9% Investment Consultants

13.7% Financial Advisors
11.4% Family Office CIOs and Managers

[cid:6A59C3AC-ACB5-433D-A298-16AD58F9619E@hsdl. tx.comcast.net]

This performance is especially strong considering Harvest now receives over 50 pieces of long-form
content, directly from verified investment firms and professionals a day. Wwe’ve become a marketing and
IR platform that puts out more daily content than the Financial Times, so there is increased competition
for the most valuable eyeballs.

Finally, the geographic breakdown of your readers over this time period was global:

[cid:B9293E99-F61F-484E-B76B-~2D09CFFIE734@hsdl. tx.comcast.net]

I hope we were able to drive significant traffic to your site and helped to raise awareness.
Congratulations again on the outcome and the execution.

Best,
Peter
[cid:53324003-98E8-462C-B921-36E48D17FD31]
Peter Hans, Co-Founder & CEO
peter@hvst.com<mailto:peter@hvst.com>
Twitter - @PeterHansHVST

Harvest Profile<https://www.hvst.com/2-peter-hans>
https://www.hvst.com

~
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Message

From: 1. Kyle Bass [k@haymancapital.com)
/*=\ Sent: 5/12/2016 1:41:48 AM

To: Parker Lewis [PL@haymancapital.com]

Subject: Re: Parker- have you heard anything new?

He fact that they have no auditor is a great sign and a deletion will be a great thing for us. We just
need NASDAQ to delist it already.

J. Kyle Bass
Chief Investment Officer
Hayman Capital Management

> On May 11, 2016, at 6:40 PM, Parker Lewis <PL@haymancapital.com> wrote:

>

> No I haven't, UDF filed an NT 10-Q today that disclosed that they would not be timely in filing its Q1
10-Q and also disclosed that they still have not retained an auditor. That being said, Dan mentioned that
a friend of his mentioned that PWC is engaged by the audit committee, but not necessarily to perform an
audit - could just be to review financial controls or to do an internal review that is separate from an
audit - we are trying to get more details. No new news on the supposed asset sales but have multiple
Tines out to try to get more color.

>

> Citi's desk is projecting UDF to be deleted from the Russell, still waiting to hear back from other

desks.

>

> Sent from my iPhone

>

>> On May 11, 2016, at 8:31 PM, J. Kyle Bass <k@haymancapital.com> wrote:

>>

>>

>> Also, I am coming home early and will be in the office tomorrow to discuss.
A >>

>> JKB

>>

>> J. Kyle Bass

>> Chief Investment officer
>> Hayman Capital Management

WAVAAANNNNATEN
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2/7/2019 United Development Funding IV Appoints EisnerAmper LLP as New Independent Registered Accounting Firm

United Development Funding IV Appoints EisnerAmper LLP as New
Independent Registered Accounting Firm
Company Release - 06/08/2016 13:32

GRAPEVINE, Texas, June 08, 2016 (GLOBE NEWSWIRE) -- United Development Funding IV (“UDF IV" or the
“Trust") (NASDAQ:UDF) today announced the appointment of EisnerAmper LLP (“EisnerAmper”) as the Trust's
new independent registered public accounting firm.

EisnerAmper is a full-service accounting and advisory firm that is PCAOB-registered and provides audit and
non-audit services to more than 200 public companies. EisnerAmper was the 18th largest accounting firm in
the United States according to the Accounting Today 2016 Top 100 Firms and Regional Leaders report.

About United Development Funding IV

United Development Funding IV is a public Maryland real estate investment trust formed primarily to generate
current interest income by investing in secured loans and producing profits from investments in residential real
estate. Additional information about UDF IV can be found on its website at www.udfiv.com. UDF IV may
disseminate important information regarding its operations, including financial information, through social
media platforms such as Twitter, Facebook and LinkedIn.

Investor Contact:

Investor Relations
1-800-859-9338
investorrelations@udfiv.com

Media Contact:

Jeff Eller

469-916-4883
mediarelations@udfiv.com

UDFIVTY
Source: United Development Funding IV

http:/linvestors.udfiv.com/file.aspx?{ID=4213398&FID=34676380&printable=1
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Message

From: Parker Lewis [PL@haymancapital.com]
/=== Sent: 6/17/2016 8:47:44 PM

To: Agnew, Shea [Shea.Agnew@edelman.com]

CC: Holmes, Allie [Allie.Holmes@edelman.com]

Subject: RE: For review: Situational Overview

Attachments: image001.jpg

Shea - this looks good, the only thing that I would note is that, in terms of objective, we have to be
careful about attempting to influence Nasdaq specifically. We may want to make a case to Nasdaq that if
they decide not to delist, that they then open the stock for trading (i.e. if you're going to delist,
delist. If you're not going to delist, don't keep it halted). Similarly with EisnerAmper, we will not
want to directly attempt to influence the auditor but we will want to make critical information public -
with the goal that anyone can have the benefit of that knowledge, the public and the auditor alike.

It is very important that we don't tortuously interfere with any business relationships. I think our
objective should be to make critical information public, access to which may benefit any number of
stakeholders, including other potential whistleblowers, investors, auditors, regulators, lenders or
Nasdaq, etc.

[cid:image001. jpg@01C84251.44A3D170]

Parker Lewis

Hayman Capital Management, L.P.

2101 cedar Springs Road Suite 1400

Dallas, TX 75201 -

214.347.8043 Direct
Mobile
PL@HaymanCapital.com<mailto:PL@HaymanCapital.com>

/“\From: Agnew, Shea [mailto:Shea.Agnew@edelman.com]

Sent: Friday, June 17, 2016 3:03 PM

To: Parker Lewis <PL@haymancapital.com>

Cc: Holmes, Allie <Allie.Holmes@edelman.com>
Subject: For review: Situational Overview

Hi Parker,

we're going to set up a call for Monday with our larger team to discuss next steps, but we wanted to be
sure to properly capture the situation before we share. Could you take a look at what we've bulleted out
below and let us know if there's anything we should change or add? Trying to keep this as high-level as
possible.

Thanks.

Situational Overview:

¥ Hayman is unable to close on its position in UDF IV until the stock is either delisted or
reopens for trading.

¥ After UDF received notice from Nasdaq that their lack of having an auditor would be reason for
delisting, the firm hired auditing firm EisnerAmper.

¥ Nasdaq hearing on July 7, at which time the Trust plans to present a definitive plan to regain
compliance with the Nasdaq listing rule that requires issuers to be current in the filing of periodic
financial reports with the SEC.

Objective:

¥ To strategically engage media in a way that will get new information about UDF out to the
public before July 7 to:

/.\o Inform and potentially influence NASDAQ's decision at the July 7th hearing

-

o Inform EisnerAmper's work

Current Media Assets and Opportunities:

PANANCINENTIA) WUAVAIANNNNRRAN
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JOHN F. WARR
COUNTY CLE

DALLAS COUN |

CAUSE NO. CC-17-06253C

UNITED DEVELOPMENT FUNDING, L.P,
A DELAWARE LIMITED PARTNERSHIP;
UNITED DEVELOPMENT FUNDING II,
L.P, A DELAWARE LIMITED
PARTNERSHIP; UNITED DEVELOPMENT
FUNDING III, L.P, A DELAWARE
LIMITED PARTNERSHIP; UNITED
DEVELOPMENT FUNDING IV, A
MARYLAND REAL ESTATE
INVESTMENT TRUST; UNITED
DEVELOPMENT FUNDING INCOME
FUND V, A MARYLAND REAL ESTATE
INVESTMENT TRUST; UNITED
MORTGAGE TRUST, A MARYLAND
REAL STATE INVESTMENT TRUST;
UNITED DEVELOPMENT FUNDING
LAND OPPORTUNITY FUND, L.P., A
DELAWARE LIMITED PARTNERSHIP;
UNITED DEVELOPMENT FUNDING
LAND OPPORTUNITY FUND
INVESTORS, L.L.C., ADELAWARE
LIMITED LIABILITY COMPANY

IN THE COUNTY COURT OF
DALLAS COUNTY, TEXAS

COUNTY COURT OF LAW NO. 3

AFFIDAVIT OF PETER BIBLE

Plaintiffs,

J. KYLE BASS; HAYMAN CAPITAL
MANAGEMENT, L.P.; HAYMAN
OFFSHORE MANAGEMENT, INC.;
HAYMAN CAPITAL MASTER FUND, L.P.;
HAYMAN CAPITAL PARTNERS, L.P.;
HAYMAN CAPITAL OFFSHORE
PARTNERS, L.P.; HAYMAN
INVESTMENTS, LLC

Defendants.
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ATFIDAVIT OF PETER BIBLE

STATE OF NEW YORK  §

§
COUNTY OF NEW YORK §

BEFORE ME, the undersigned authority, on this day personally appeared Peter Bible known to
me to be the person whose name appears below, who upon being duly sworn, deposes and states
the following:

1. “My name is Peter Bible I am over eighteen (18) years of age. I have
never been convicted of a felony. I am of sound mind, and I am fully
competent to make this affidavit. I have personal knowledge of the facts
stated herein, which are true and correct.

2. “I am the ChiefRisk Officer of EisnerAmper LLP (“EisnerAmper”). é

3. “On June 28, 2016, EisnerAmper was retained by the United i
Development Funding entities, including United Development Funding
III, L.P., United Development Funding IV, and United Development
Funding V (“UDPF™), as the their independent registered public accounting
firm.

4. “Shortly thereafter, EisnerAmper received a package in the mail addressed
to our Chief Executive Officer, Charles Weinstein. The package
contained negative articles and reports about UDF, which were :
substantially similar or identical to the materials posted on the website ¢
www.udfexposed.com.

5. “Later in 2016, EisnerAmper received a second package. This package
contained additional negative articles about UDF, which were
substantially similar or identical to the materials posted on the website

www.udfexposed.com.”

Peter Bible

SUBSCRIBED AND SWORN TO BEFORE ME by the aforesaid Q;_k_.\c gzLI (R i
on this _@_ day of __F 2bru a.v‘g% , 201__, to certify which witness my hand and seal

of office.
% (e [ ('\ P
O

Notary Publi¢’/ Y
-2- ft.\ .

JOYCE GILROY
Notary Public, State of New York
No. 01Gl6269858
Qualified in Richmond Coaunty.
Commission Expires Oct, 9, 20
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2/7/2019 NASDAQ Hearings Panel Approves Continued Listing of United Development Funding IV Shares

= NASDAQ Hearings Panel Approves Continued Listing of United Development
Funding IV Shares
Company Release - 07/26/2016 10:00

GRAPEVINE, Texas, July 26, 2016 (GLOBE NEWSWIRE) — United Development Funding IV (“UDF IV” or the
“Trust”) (NASDAQ:UDF) today announced that a NASDAQ Hearings Panel (the “Panel’) has determined to
continue the listing of the Trust's common shares on The NASDAQ Stock Market LLC (“NASDAQ"). The
Trust's continued listing is subject to the condition that, on or before September 12, 2016, the Trust evidence
compliance with Nasdaq Listing Rule §250(c)(1) (the “Filing Requirement”) by filing all necessary periodic
reports with the Securities and Exchange Commission (“SEC”). The Trust must also be able to demonstrate :
that it satisfies all other quantitative and qualitative requirements for continued listing on NASDAQ. !

UDF IV has not yet filed its Annual Report on Form 10-K for the year ended December 31, 2015 (the “2015
Form 10-K") or its Quarterly Report on Form 10-Q for the quarter ended March 31, 2016 (the “First Quarter
Form 10-Q") with the SEC, and does not anticipate filing its Quarterly Report on Form 10-Q for the quarter !

- ended June 30, 2016 (the “Second Quarter Form 10-Q") with the SEC by the applicable August o' deadline. '
However, the Trust currently expects that it will be in a position to file the 2015 Form 10-K, First Quarter Form
10-Q and Second Quarter Form 10-Q and thereby evidence full compliance with the Filing Requirement on or
before the September 12, 2016 date required by the Panel.

The Panel's determination follows a hearing held on July 7, 2016 at which the Trust presented its plan to
regain compliance with the Filing Requirement. The Trust is working diligently to complete and file all
necessary periodic reports with the SEC as soon as practicable; however, there can be no assurance that the
Trust will be able to do so within the period granted by the Panel.

Trading in UDF IV's securities on NASDAQ has been halted since February 18, 2016, and the Trust expects
that the trading halt will continue at least until the Trust has become fully current in its periodic filing obligations
with the SEC. No assurance can be given regarding the resumption of regular trading of the Trust's securities
on any market.

About United Development Funding IV

United Development Funding IV is a public Maryland real estate investment trust formed primarily to generate
current interest income by investing in secured loans and producing profits from investments in residential real
estate. Additional information about UDF IV can be found on its website at www,udfiv.com. UDF IV may -
disseminate important information regarding its operations, including financial information, through social
media platforms such as Twitter, Facebook and Linkedin. ‘

Investor Contact:

Investor Relations
1-800-859-9338
investorrelations@udfiv.com

Media Contact:
Jeff Eller

469-916-4883
mediarelations@udfiv.com

UDFIVY

Source: United Development Funding IV

http://investors.udfiv.com/file.aspx?11D=4213398&FID=35220480&printable=1
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Message

From: Parker Lewis [PL@haymancapital.com]
Sent: 11/6/2015 8:36:05 PM

To: J. Kyle Bass [k@haymancapital.com]
Subject: Apple REIT

Attachments: image001.png; image002.jpg; image003.png; image004.png; image005.png; image006.png

Kyle - see below on Apple REIT. A1l and all, it was unfortunately a good quarter; RevPar was up 6.4% to
~$108 and occupancy was up 0.9% to 80.6%. The only note I have seen on actual performance vs estimates is
"FFO in-1ine, misses on revenue" but being realistic, the trajectory looks favorable. The company is also
Tevering up to repurchase shares 1ike LPL (dividend utilizes 90% of FCF so not much incremental capacity
to self-fund share repurchases).

To put the operating metrics in context of the business cycle, occupancy in 2009 was in mid 60%s and
RevPar was in high 70s. There is general sentiment that there really is not much room to improve from
here given where we are in the cycle (FCF yielding 6.6% well into a recovery / near peak for a business
(hospitality) that is cyclical). This is based on direction of questions from analysts on the call...
"given where we're at in the cycle".

That being said, the trade just isn't working. This was designed to be part of a basket targeting non-
traded REITs and the investor base that owns this being similar to investor base that owns UDF (selling
on an event).

I think of this collectively as a basket and knowing that we are not trying to express a view on B-class
hospitality assets, I think we should look to eliminate this position given our exposure elsewhere. I
don't think there is much further that it can run against us in near-term and there is nothing that
should cause it to gap so I would recommend selling on down days or over next week. we are short 574k
shares, average daily volume is 1.2 million; at current market price of $20.23, we have a P&L loss of
$1.3mm on this piece of the basket.

[cid:image006.png@01D1189E.76C16420]

[cid:i1mage005.png@01D1189D.430750A0]
Valuation Overview
[cid:image004.png@01D011898.8E82CF70]
Operating Trends
[cid:image001.png@01D1189A.480810D0]

[cid:image003.png@01D1189A.B4EA4FEQ]

[cid:image001. jpg@01C84251.44A3D0170]

Parker Lewis

Hayman Capital Management, L.P.
2101 Cedar Springs Road Suite 1400
Dallas, TX 75201

214.347.8043 Direct

Mobile
PL@HaymancCapital.com<mailto:PL@HaymanCapital.com>
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ATR

Austin T. Reilly

Broker, Land Advisors Organization

500 Main Street, Suite 600, Fort Worth, Texas,

of | 214.550.1550 direct | 817.789.4696 cell _
www . landadvisors. com<http://www.landadvisors.

[LAO_emailogo]

i Please consider the environment before printing this e-mail.

From: Parker Lewis <PL@haymancapital.com<mailto:PL@haymancapital.com>>
Sent: Thursday, September 24, 2015 2:29 PM

To: Austin Reilly

Subject: RE: Target List

Austin - can you and landry try to put together a 1ist of the other deals that you know of that are not
already on our target list (i.e. not in UDF IV) but that you think are attractive

Examples that I know of would be valencia on the Lake, CADG Dallas 163 and Shahan Prairie

[cid:image001.jpg@01C84251.44A3D170]

Parker Lewis

Hayman Capital Management, L.P.
2101 Cedar Springs Road Suite 1400
pallas, TX 75201

214.347.8043 Direct

Mobile
V) PL@HaymanCapital.com<mailto:PL@HaymanCapital.com>
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Message

From: Parker Lewis [PL@haymancapital.com])
-~ Sent: 12/10/2015 9:39:05 PM
To: J. Kyle Bass [k@haymancapital.com]; Chris Kirkpatrick [CK@haymancapital.com]; Andy Jent

[aj@haymancapital.com]; Juneau Lee [JL@haymancapital.com); Brandon Osmon [bo@haymancapital.com]; Jeff Cate
[ic@haymancapital.com]

Subject: RE: New Post from Value Walk

Attachments: image001.jpg

This is from a link in the last article I sent around...it was dated from November 23rd

valuewalk is in the process of producing a story about a (different) company which also operates non
public REITs. A famous hedge fund has urged the SEC, FBI and other agencies to shut down due the company
due to what the manager considers a "ponzi scheme". The company is under possible criminal investigation
currently.

http://www.valuewalk.com/2015/11/ar-capital/
November 23, 2015 2:03 pm

[cid:image001.jpg@01C84251.44A3D0170]

Parker Lewis

Hayman Capital Management, L.P.
2101 Cedar Springs Road Suite 1400
Dallas, TX 75201

214.347.8043 Direct
Mobile
PL@HaymanCapital.com<mailto:PL@HaymanCapital.com>

From: Parker Lewis

Sent: Thursday, December 10, 2015 3:11 PM

To: J. Kyle Bass <k@haymancapital.com>; Chris Kirkpatrick <Ck@haymancapital.com>; Andy Jent
<aj@haymancapital.com>; Juneau Lee <JL@haymancapital.com>; Brandon Osmon <bo@haymancapital.com>; Jeff
Cate <jc@haymancapital.com>

Subject: New Post from value walk

United Development Funding - Kyle Bass Accuses Company Of Ponzi Scheme
http://www.valuewalk.com/2015/12/united-development-funding/

valuewalk learned several months ago that Hayman Capital was short uUnited Development and we just broke
the story on twitter. We have FOIAed SEC for further info and been stonewalled on the request although
according to an FOIA expert the response from the SEC indicates a possible criminal investigation. We
broke the story today because two posts - one on VIC and the other on HVST allege the company to be a
fraud. we have several reasons to believe those reports came from Hayamn Capital, but it is not confirmed
yet. However, both reports use a similar thesis to Hayman's. Hayman and United Development have not
responded to a question for comment. UDF is the company we alleged to in this
post<http://www.valuewalk.com/2015/11/ar-capital/>. Stay tuned for more on this story, follow up
documentation, and the non public REIT sector in general.

[cid:image001. jpg@01C84251.44A3D170]
Parker Lewis
Hayman Capital Management, L.P.

2101 Cedar Springs Road Suite 1400
pallas, TX 75201

Direct
Mobile

ital.com<mailto:PL@HaymanCapital.com>
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Message

From: Parker Lewis [PL@haymancapital.com)
/o~ Sent: 12/10/2015 9:53:57 PM
To: J. Kyle Bass [k@haymancapital.com]

Subject: RE: New Post from Value Walk
Attachments: image001.jpg

Yes, that article is still up, but the post today that referenced the same theme was taken down

[cid:image001. jpg@01C84251.44A3D0170]

Parker Lewis

Hayman Capital Management, L.P.
2101 cCedar Springs Road Suite 1400
pallas, TX 75201

214.347.8043 Direct
aymanCapital.com<mailto:PL@HaymanCapital.com>

From: J. Kyle Bass

Sent: Thursday, December 10, 2015 3:46 PM
To: Parker Lewis <PL@haymancapital.com>
Subject: RE: New Post from value walk

Is that article still up?

From: Parker Lewis

sent: Thursday, December 10, 2015 1:39 PM

To: J. Kyle Bass <k@haymancapital.com<mailto:k@haymancapital.com>>; Chris Kirkpatrick
<CK@haymancapital.com<mailto:CK@haymancapital.com>>; Andy Jent
<aj@haymancapital.com<mailto:aj@haymancapital.com>>; Juneau Lee
<JL@haymancapital.com<mailto:JL@haymancapital.com>>; Brandon Osmon
<bo@haymancapital.com<mailto:bo@haymancapital.com>>; Jeff Cate
<jc@haymancapital.com<mailto:jc@haymancapital.com>>

Subject: RE: New Post from value walk

This is from a 1ink in the last article I sent around...it was dated from November 23rd

valuewalk is in the process of producing a story about a (different) company which also operates non
public REITs. A famous hedge fund has urged the SEC, FBI and other agencies to shut down due the company
due to what the manager considers a "ponzi scheme". The company is under possible criminal investigation
currently.

http://waw.valuewalk.com/2015/11/ar-capital/
November 23, 2015 2:03 pm

[cid:image001.jpg@01c84251.44A3D170]

Parker Lewis

Hayman Capital Management, L.P.
2101 Cedar Springs Road Suite 1400
pallas, TX 75201

214.347.8043 Direct
H Mobile
aymanCapital.com<mailto:PL@HaymanCapital.com>

From: Parker Lewis

Ssent: Thursday, December 10, 2015 3:11 PM

To: J. Kyle Bass <k@haymancapital.com<mailto:k@haymancapital.com>>; Chris Kirkpatrick
<CK@haymancapital.com<mailto:CK@haymancapital.com>>; Andy Jent
<aj@haymancapital.com<mailto:aj@haymancapital.com>>; Juneau Lee
<JL@haymancapital.com<mailto:JL@haymancapital.com>>; Brandon Osmon
<bo@haymancapital.com<mailto:bo@haymancapital.com>>; Jeff Cate
<jc@haymancapital.com<mailto: jc@haymancapital.com>>

Subject: New Post from value walk
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Message

From: Chris Kirkpatrick [CK@haymancapital.com)
/™ Sent: 12/10/2015 9:30:25 PM
. To: Dave Klimek [david.klimek®@ic.fbi.gov]
Subject: UDF - Update on ValueWalk

A little more color on their reporting. I don't know the basis for their claim that they "learned
several months ago".

United Development Funding - Kyle Bass Accuses Company Of Ponzi Scheme
http://www.valuewalk.com/2015/12/united-development-funding/

valuewalk learned several months ago that Hayman Capital was short United Development and we just broke
the story on twitter. We have FOIAed SEC for further info and been stonewalled on the request although
according to an FOIA expert the response from the SEC indicates a possible criminal investigation. We
broke the story today because two posts - one on VIC and the other on HVST allege the company to be a
fraud. we have several reasons to believe those reports came from Hayamn Capital, but it is not confirmed
yet. However, both reports use a similar thesis to Hayman's. Hayman and United Development have not
responded to a question for comment. UDF is the company we alleged to in this
post<http://www.valuewalk.com/2015/11/ar-capital/>. Stay tuned for more on this story, follow up
documentation, and the non public REIT sector in general.

Chris Kirkpatrick

General Counsel

Hayman Capital Management, L.P.
2101 Cedar Springs Road, Suite 1400
pallas, Texas 75201

214-646-8800 Tel
972-372-0336 Fax
ck@haymancapital.com

/A\CONFIDENTIALITY NOTICE: The information transmitted herein does not constitute an offer, solicitation or

recommendation to sell or an offer to buy any securities, investment products or investment advisory
services. Such an offer may only be made to eligible investors by means of delivery of a confidential
private placement memorandum or other similar materials that contain a description of material terms
relating to such investment. The information transmitted is intended solely for the person or entity to
which it is addressed and may contain confidential and/or privileged material. Any review,
retransmission, dissemination or other use of, or taking of any action in reliance upon, this information
by persons or entities other than the intended recipient is prohibited. If you received this in error,
please contact the sender and delete the material from any computer.
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Message

From: Chris Kirkpatrick [CK@haymancapital.com]
/™=, Sent: 12/10/2015 9:31:04 PM

To: David Whipple [WhippleDa@SEC.GOV]

Subject: UDF Update

A little more color on their reporting. I don't know the basis for their claim that they "learned
several months ago".

United Development Funding - Kyle Bass Accuses Company Of Ponzi Scheme
http://www.valuewalk.com/2015/12/united-development-funding/

valuewWalk learned several months ago that Hayman Capital was short United Development and we just broke
the story on twitter. We have FOIAed SEC for further info and been stonewalled on the request although
according to an FOIA expert the response from the SEC indicates a possible criminal investigation. we
broke the story today because two posts - one on VIC and the other on HVST allege the company to be a
fraud. we have several reasons to believe those reports came from Hayamn Capital, but it is not confirmed
yet. However, both reports use a similar thesis to Hayman's. Hayman and United Development have not
responded to a question for comment. UDF is the company we alleged to in this
post<http://www.valuewalk.com/2015/11/ar-capital/>. Stay tuned for more on this story, follow up
documentation, and the non public REIT sector in general.

chris Kirkpatrick

General Counsel

Hayman Capital Management, L.P.
2101 Cedar Springs Road, Suite 1400
Dallas, Texas 75201

214-646-8800 Tel
972-372-0336 Fax
ck@haymancapital.com<mailto:ck@haymancapital.com>

CONFIDENTIALITY NOTICE: The information transmitted herein does not constitute an offer, solicitation or
recommendation to sell or an offer to buy any securities, investment products or investment advisory
services. Such an offer may only be made to eligible investors by means of delivery of a confidential
private placement memorandum or other similar materials that contain a description of material terms
relating to such investment. The information transmitted is intended solely for the person or entity to
which it is addressed and may contain confidential and/or privileged material. Any review,
retransmission, dissemination or other use of, or taking of any action in reliance upon, this information
by persons or entities other than the intended recipient is prohibited. If you received this in error,
please contact the sender and delete the material from any computer.

Chris Kirkpatrick

General Counsel

Hayman Capital Management, L.P.
2101 cCedar Springs Road, Suite 1400
pallas, Texas 75201

214-646-8800 Tel
972-372-0336 Fax
ck@haymancapital.com

CONFIDENTIALITY NOTICE: The information transmitted herein does not constitute an offer, solicitation or
recommendation to sell or an offer to buy any securities, investment products or investment advisory
services. Such an offer may only be made to eligible investors by means of delivery of a confidential
private placement memorandum or other similar materials that contain a description of material terms
relating to such investment. The information transmitted is intended solely for the person or entity to
which it is addressed and may contain confidential and/or privileged material. Any review,
retransmission, dissemination or other use of, or taking of any action in reliance upon, this information
by persons or entities other than the intended recipient is prohibited. If you received this in error,
please contact the sender and delete the material from any computer.
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Message

From: J. Kyle Bass [k@haymancapital.com]

/= Sent: 12/10/2015 7:00:12 PM
To: Parker Lewis [PL@haymancapital.com]
Subject: FW: My Worst REIT Pick For 2015 (Editor's Pick)

Importance: High

Already on it!

From: J. Kyle Bass

Sent: Thursday, December 10, 2015 9:25 AM

To: 'Brad Thomas' <brad@theintelligentreitinvestor.com>
Subject: RE: My Worst REIT Pick For 2015 (Editor's Pick)
Importance: High

Brad,

I very much appreciate your humility with calling out both good and bad picks. Very few investors ever
admit when they are wrong. Let’ s have a call later today if you are free on the ETF ideas. Also, someone

just posted a piece on UDF on Harvest’ s website. You should give it a read.
https://www.hvst. com/public-pages/investors-for-truth/posts/55247-a-texas-sized-scheme

Kyle

From: Brad Thomas [mailto:brad@theintelligentreitinvestor.com]

Sent: Thursday, December 10, 2015 5:07 AM

To: Brad Thomas <brad@theintelligentreitinvestor.com<mailto:brad@theintelligentreitinvestor.com>>
Subject: My Worst REIT Pick For 2015 (Editor's Pick)

/ MYesterday, I wrote an article<http://seekingalpha.com/article/3742996-my-best-reit-pick-of-2015>
detailing my best REIT pick for 2015, and several asked me to write about my worst REIT pick this year.
You ask and you will receive.

Happy Holidays!

My Worst REIT Pick For 2015<http://seekingalpha.com/article/3746516-my-worst-reit-pick-for-2015>
eEditors' Pick

Brad Thomas

Editor of Forbes Real Estate Investor<https://esp.forbes.com/subscribe?PC=VE&PK=652MS>

#1 analyst on Seeking Alpha (as ranked by TipRanks<http://seekingalpha.com/article/2797515-seeking-alpha-
contributors-top-1list-of-best-performing-financial-bloggers>)

10 Brilliant value Investing Experts Worth Reading<http://dividendreference.com/articles/2015/170/10-
brilliant-value-investing-experts-worth-reading/>

“"what separates the winners from the losers is how a person reacts to each new twist of fate." -- Donald
Trump

This email is off the record (blogs and tweets too) unless we agree otherwise.
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Message

From: J. Kyle Bass [k@haymancapital.com]
/‘\ Sent: 12/11/2015 2:03:35 PM
To: Andy Jent [aj@haymancapital.com]; Parker Lewis [PL@haymancapital.com]; Chris Kirkpatrick

[CK@haymancapital.com]; Brandon Osmon [bo@haymancapital.com]; Jeff Cate [jc@haymancapital.com]; Tai-Li
Chang [tlc@haymancapital.com]; Dan Babich [DB@haymancapital.com]; Henry Becker [HB@haymancapital.com];
Davis Hostetter [dh@haymancapital.com]

Subject: FW: This Could Be Texas Toast For United Development Funding (Forbes)

Brad had this all figured out.

From: Brad Thomas [mailto:brad@theintelligentreitinvestor.com]

Sent: Friday, December 11, 2015 5:45 AM

To: Brad Thomas <brad@theintelligentreitinvestor.com>

Subject: This Could Be Texas Toast For United Development Funding (Forbes)

<http://www. forbes.com/sites/bradthomas/2015/12/11/this-could-be-texas-toast-for-united-development-
funding/>

This Could Be Texas Toast For United Development

Funding<http://www. forbes.com/sites/bradthomas/2015/12/11/this-could-be-texas-toast-for-united-
development-funding/>

[Brad Thomas]<http://www.forbes.com/sites/bradthomas/> Brad

Thomas<http://www. forbes.com/sites/bradthomas/>, Contributor

Back in May I warned Forbes Real Estate Investor subscribers of the imbedded risks associated with united
Development Funding (UDF). Almost 1ike the game of musical chairs, I suspected that the music would soon
end and investors in the Dallas-based REIT would be left with no chair. In that harbinger memo [...]

Brad Thomas
Editor of Forbes Real Estate Investor<https://esp.forbes.com/subscribe?PC=VE&PK=652MS>

/" "\#1 analyst on Seeking Alpha (as ranked by TipRanks<http://seekingalpha.com/article/2797515-seeking-alpha-
contributors-top-1list-of-best-performing-financial-bloggers>)
10 Brilliant value Investing Experts Worth Reading<http://dividendreference.com/articles/2015/170/10-
brilliant-value-investing-experts-worth-reading/>

"what separates the winners from the losers is how a person reacts to each new twist of fate." -- Donald
Trump

This email is off the record (blogs and tweets too) unless we agree otherwise.
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CAUSE NO. CC-17-06253C

UNITED DEVELOPMENT FUNDING, L.P,
A DELAWARE LIMITED PARTNERSHIP;
UNITED DEVELOPMENT FUNDING II,
L.P, ADELAWARE LIMITED
PARTNERSHIP; UNITED DEVELOPMENT
FUNDING III, L.P, ADELAWARE
LIMITED PARTNERSHIP; UNITED
DEVELOPMENT FUNDING IV, A
MARYLAND REAL ESTATE
INVESTMENT TRUST; UNITED
DEVELOPMENT FUNDING INCOME
FUND V, AMARYLAND REAL ESTATE
INVESTMENT TRUST; UNITED
MORTGAGE TRUST, A MARYLAND
REAL STATE INVESTMENT TRUST;
UNITED DEVELOPMENT FUNDING
LAND OPPORTUNITY FUND, L.P., A
DELAWARE LIMITED PARTNERSHIP;
UNITED DEVELOPMENT FUNDING
LAND OPPORTUNITY FUND
INVESTORS, L.L.C., ADELAWARE
LIMITED LIABILITY COMPANY

Plaintiffs,

J. KYLE BASS; HAYMAN CAPITAL
MANAGEMENT, L.P.; HAYMAN
OFFSHORE MANAGEMENT, INC.;

HAYMAN CAPITAL MASTER FUND, L.P.;

HAYMAN CAPITAL PARTNERS, L.P.;
HAYMAN CAPITAL OFFSHORE
PARTNERS, L.P.; HAYMAN
INVESTMENTS, LLC

Defendants.

0 U0 LI U L L M L L LD LD L LD LD LT LD LD L LT L U LD LD LD L LD LD DD L LD M L M L L M L L

IN THE COUNTY COURT OF
DALLAS COUNTY, TEXAS

COUNTY COURT OF LAW NO. 3

AFFIDAVIT OF DALE KITCHENS

/812018 5.4V
JOHN F. WARR
COUNTY CLE

DALLAS COUN i




virtually worthless, (2) that the loans from UDF to its largest borrower, Centurion, were
part and parcel of UDF’s carrying on of its fraudulent business scheme, that loan funds
wete likely being misappropriated, and that Centurion was in financial distress-and likely
insolvent and thus had reason to be complicit in a scheme with UDF, and (3) UDF and its
-auditor, Whitley Penn, had failed to disclose disagreements conceming UDF’s financials
that caused Whitley Penn’s declination to stand for reappointment as UDF’s auditor, and
Whitley Penn was further complicit in UDF’s scheme by concealing known reportable
events. These statements are described in greater detail in paragraphs 17-36 below and
are also described in Plaintiffs’ Petition in paragraphs 73-140,

11. As described abpve in paragraph 10, Hayman Capital’s statements, taken
in their entirety, asserted that UDF’s business was engaged in intentional wrongful
conduct, not merely making poor business decisions or underperforming. That
distinction is highly significant. As described more fully above in regard to my
professional experience, I spent much of my career involved in forensic investigations
and consultations related to fraudulent business activities, including service as the
national leader of Ernst & Young’s practice dedicated to fraud investigations. From these
experiences, I learned the bright dividing line between assertions that a business is merely
underperforming versus assertions that a business is engaged in intentional wrongful
conduct. Intentional wrongful conduct in the operation of the business, or even the
specter of it, negatively affects the business’s relationships with its lenders, customers,
vendors, sharcholders, etc. For example, UDF must borrow money from banks to
maintain the liquidity of its operations, and banks are highly regulated entities. Banks
seek to avoid risk, and banks will avoid lending to a business where that business is
allegedly engaging in intentional wrongful conduct (such as, here, operating as an alleged
Ponzi or Ponzi-like scheme).

12.  As described above in paragraph 10, Hayman Capital’s statements were
false. At the time of Hayman Capital's first anonymous post made on December 10,
2015 and at all times thereafter at which Hayman Capital made additional statements to
the same effect, the following was true: 1) UDF’s business was not operating as a Ponzi
or Ponzi-like scheme and was a legitimate, reasonably stable business, not a billion dollar
house of cards on the verge of collapse that would send it into bankruptcy and render its
shares virtually worthless, (2) the loans from UDF to its largest borrower, Centurion,
were not part and parcel of UDF’s carrying on of a fraudulent business scheme, loan
funds were not likely being misappropriated, and Centurion was pot in financial distress
and was pot likely insolvent and thus had no reason to be complicit in a scheme with
UDF, and (3) Whitley Penn’s declination to stand fot reappointment does not mean that
UDF and Whitley Penn had failed to disclose a disagreement conceming UDF’s
financials that caused Whitley Penn’s termination as UDF’s auditor, nor does it mean that
Whitley Penn was complicit in a UDF scheme by concealing known reportable events.

13.  Taken in their entirety, Hayman Capital’s statements that UDF’s business
was engaged in intentional wrongful conduct via a deceptive business scheme were false.
In truth, UDF’s business was and remains a legitimate business that may properly be

-6-
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characterized as altemative lending by which botrowers may raise financing to fund their
real estate development projects when bank financing is unavailable, insufficient or
unattractive in its terms. UDF's business never should have been characterized as a Ponzi
scheme or Ponzi-like scheme by Hayman Capital, as there was no basis for doing so.

14.  Hayman Capital asserts that its statements derive from its review of
UDF’s SEC filings and other public records, but the material cited by Hayman Capital
does not support its statements. 1 have reviewed UDF’s SEC filings and public records
disclosed by Hayman Capital as the basis for its statements, as well as the affidavits of
Kyle Bass and Parker Lewis submitted in this lawsuit on or about January 26, 2018.
None of that material provides a basis for making the false statements that are described
above in paragraph 10,

15.  Material that Hayman Capital identifies as being part of its review actually
contradicts its false statements described above in paragraph 10. For example, UDF’s
SEC filings show that its cash receipts on development projects were steadily increasing,
which is inconsistent with a Ponzi scheme. Hayman Capital disregarded this evidence
that UDF’s business was not a Ponzi scheme and instead made statements asserting that
UDF’s business was not generating cash receipts. Hayman Capital likewise disregarded
evidence that UDF’s loans were collateralized in an ordinary manner and that the
collateral was examined by a vatiety of independent appraisers, which is also inconsistent
with a Ponzi scheme. Hayman Capital also disregarded evidence that UDF's largest
borrower, Centurion, was a seasoned and accomplished developer which would not have
reason to act as a “straw borrower” or otherwise engage in irregular loans with non-
merket terms as stated by Hayman Capital. Hayman Capital also disregarded evidence
that UDF’s auditor, Whitley Penn, was required by law to disclose any Ponzi scheme
and, if it had knowledge of such a scheme, did not have the option to remain silent
through the expedient of ceasing to serve as UDF’s auditor, as implied by Hayman
Capital. An auditor’s duty to disclose fraud cannot be avoided by any means. [n short,
the publicly-available information, as well as the generally-known practices of lenders,
real estate developers and auditors, did not support, and indeed contradicted, Hayman
Capital’s assertions.

16.  Below, I review in more detail the statements made by [Hayman Capital,
categorized by the three categories of false statements identified in paragraph 10, that
were used to support Hayman Capital's general assertion that UDF’s business was a
billion dollar house of cards—a Ponzi scheme—on the verge of collapse.

Detailed Review of Statements that UDF Was Operating as a Ponzi Scheme

17. A Ponzi scheme lacks economic substance, and the retums are fictitious
returns. “Fictitious returns” (also known as “purported returns) refer to profits that are
not bona fide profits, but instead fictional paper profits that are invented by the
perpetrator of the scheme. Because the profits are fictional, the financial statements and
records must be falsified. In the context of securities, Bernie Madoff promised consistent
retums with little risk, but was depositing money into a bank instead of making actual

-
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filings show the repayment of principal and interest from Centurion. See, e.g. Annex 13, UDF
IV’s December 31, 2014 financials, showing cash receipts from Centurion. Public records
(which Bass claims he researched) would also show recorded UDF lien releases from lot sales
that resulted in cash payments to UDF. Defendants also ignored the parts of UDF’s business —
finished lot loans and homebuilding loans - that typically generate current cash. Defendants
focused on the part of UDF’s business that naturally consumes cash — acquisition and
development loans.”

False Statements in “The Case Against UDF IV Link on the “UDF Exposed” Home Page

126. The website also contains links to a section called “The Case Against UDF IV.”
A true and correct copy of this section of the website is attached hereto as Annex 30. Defendants
stated on page four of this post that UDF shareholders were being “victimized” by UDF’s
“scheme” and that “[t]he combination of near-term debt maturities and the financial distress of
major debtors creates significant bankruptcy risk for UDF IV; a bankruptcy would leave its
shares virtually worthless.” These statements were false.

127. In truth, there was no significant bankruptcy risk for UDF IV and shares were not
“virtually worthless,” nor could they be, given the extensive loan portfolio generally backed by
real estate collateral supporting the value of the shares. UDF was not “victimizing” its
shareholders.

128. Defendants stated on page twelve of this post that Centurion was paying “two

times the market rate in this low interest rate environment” when agreeing to pay 13% interest on

7 Even for acquisition and development loans, some cash would often be generated via MUDs
and PIDs.

-44-
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22,  Hayman Capital’s assertion that UDF's business was operating as a Ponzi
scheme, or in a comparable Ponzi-like manner, was false. UDF’s business was not
masking or engaging in financial irregularities typical of a Ponzi scheme. Hayman
Capital did not show the existence of “purported returns” (i.e., fictitious returns), nor was
UDF’s business generating fictitious retumns typical of a Ponzi scheme. UDF’s loans,
including to its largest borrower, Centurion, did generate cash receipts. Money did go to
development, The collateral was genuine and in the process of development. It was not
true that, as stated in the “Letter from Kyle Bass,” UDF’s business was a billion dollar
house of cards, and UDF's business was not on the verge of collapse such that it faced
significant bankruptcy risk that would leave the shares of investors virtually worthless.

23.  To support its incorrect assertions that UDF's business was operating as a
Ponzi scheme or in a manner comparable to a Ponzi scheme, Hayman Capital cherry
picked some facts grossly out of context while omitting or misstating other key facts:

a. First, Hayman Capital repeatedly asserled in various ways that
UDF was not generating cash receipts and instead accrued interest. (See, ¢.g., letter 1o

Whitley Penn, Annex 2, at 2.) The accrued interest was contrasted with cash interest and
portrayed as a fictional form of interest that the “authorities” would reject. (See, e.g.,
Dec. 15 post, Annex 4, at 7.) Hayman Capital was misrepresenting the facts. UDF IV’s
SEC filings showed ihat it was in fact generating cash, and, moreover, its generation of
cash had been steadily increasing, Generally, UDF 1V’s statement of cash flows show
the increasing generation of cash. More specifically, on pages 56-59 of UDF IV’s 10-K,
UDF IV disclosed that its 2012 cash receipts for its loan portfolio were approximately
$25 million, then increased to approximately $100 million in 2013, then increased to
approximately $152 million in 2014, (Annex 9, at 56-59.) As for distributions to the
investors in UDF IV, page F-18 of the same 10-K disclosed that UDF IV made
approximately $51 million in distributions to investors in 2014, the source of which was
approximately $42 million in cash from operations and approximately $9 million in
borrowings under credit facilities. (Id. at F-18.) None of the funding of distributions
ceme from offering proceeds from new investors (though there would be nothing
indicative of a Ponzi scheme if funding did come in part from offering proceeds. as that is
an ordinary feature of blind pool offerings for real estate investment trusts).* Id. Clearly,

replacement of SAS 82 and stated in relevant part: “...the communication may use terms other
than fraud — for example, irregularity, intentional misstatement, misappropriation, or defalcations
— if there is possible confusion with & legal definition of fraud or other reason to prefer
alternative terms,”
4 Thus, the statement by Kyle Bass in his affidavit that UDF’s income represented “purported
returns” based on accrued interest. (Bass Aff. §17.)
SUDF IV discloses that it may fund distributions from any source of funds available to it: “Our
organizational documents permit us to make distributions from any source. In the event we do
not have enough cash to-make distributions, we may borrow, use proceeds from the Offering,
issue additional securities or sell assets in order to fund distributions.” (2014 10-K, Annex 9, at
-10-
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UDF 1V, which was the largest and the only publicly-traded UDF entity, was generating
cash and doing so in increasing amounts. That is the antithesis of a Ponzi scheme.
Hayman Capital has repeatedly represented that it reviewed UDF’s SEC filings, (see, e.g.
Parker Lewis Aff. § 12; Kyle Bass Aff, § 22), and its postings concerning UDF’s business
regularly derived information from UDF's SEC filings. But Hayman Capital omitted this
critical information repudiating its purported evidence of a Ponzi scheme.

b. Second, Hayman Capital’s assertion that UDF’s accrual of interest
was an indicium of a Ponzi scheme (because, according to Hayman Capital, the interest
was not “cash interest”) is incorrect. Accrued interest is not a “purported” or
“fictitious” return; instead, it is actual income that UDF was required to recognize on
its financial statements under generally accepled accounting principles. Indeed, there
is no distinction between “cash interest” or “accrued interest” in terms of recognizing
income on a financial statement; rather, there is only “interest income” which is accrued
pursuant to the mandates of accrual accounting—regardless of whether that income was
derived from the accrual of interest or the payment of interest in cash. Moreover, in the
context of the real estate developments financed by UDF, Hayman Capital’s purported
distinction between “accrued interest” and “cash interest” is a straw man that it uses in
support of its false assertion that UDF’'s business amounts to a Ponzi scheme. In

17.) Aspart of its Form S-11 filed with the SEC on August 5, 2008, UDF [V disclosed that it
raised money through a “blind pool” offering, in which money is raised in advance of the
acquisition of real property. It is an ordinary feature of blind pool offerings in the real estate
context, and not indicative of a Ponzi scheme, to give management the discretion as to how
distributions may be funded, including the use of cash from operations, borrowings or offering
proceeds. For example, a REIT managed by Highland Capital, which was organized as a blind
pool offering in 2013, stated: “We expect that there may be times during the early stages of our
development, and from time to time during our operational stage, where we may declare
distributions in anticipation of cash flow that we expect to receive during a later period and we
will pay these distributions in advance of our actual receipt of these funds, Should these
instances occur, to the extent permitted by Maryland law, we expect to use the proceeds from
this offering to pay distributions. We may borrow funds, issue new securities or sell assets to
make and cover our declared distributions, all or a portion of which could be deemed a return of
capital. We may also fund such distributions from third-party borrowings or from advances from
our advisor or spansor or from our advisor’s deferral of its asset management fee, although we
have no present intention to do so. If we fund distributions from borrowings, sales of properties
or the net proceeds from this offering, we will have less funds avajlable for the acquisition of real
estate properties and real estate related assets and your overall return may be reduced. Our
charter permits us to pay distributions from any source, including from offering proceeds or
borrowings.” (Highland Capital Reslty Trust, Inc., Form S-11, at 94, attached as Annex 10.)
Highland Capital Realty was, like UDF, a “blind pool” offering, id. al i, and was affiliated with
Highland Capital Management, a well-known investment fund with billions of dollars under
management. Its registration statement (Form S-11), states that a large national law firm, Dechert
LLP, handled its legal matters. (1d., at 158.)
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economic substance, what Hayman Capital refers to as “accrued interest” and “cash
interest” are the same, as can be illustrated with regard to the ordinary operation of bank
loans. When a developer is able to obtain a bank loan for a real estate project, the bank
typically puts a portion of the loan proceeds into an interest reserve account. During the
life of the lean, money is transferred from the account back to the bank on a monthly
basis as “cash interest”; however, in substance, it is the bank's own money being returned
to it—not cash being paid by the developer. UDF is not a bank, and, as such, is not
obligated by banking rules to fund interest reserve accounts in the same manaer and then
pay itself “cash interest.” Instead, it can simply accrue interest. In this context, “cash
interest” and “accrued interest” are six of one and a half dozen of another. Whether for a
bank loan or a UDF loan, the developer does not pay actual cash out of its own pocket
because the real estate development is not yet generating cash. Instead, the developer is
acquiring land, working through the entitlements process, and finishing lots, all of which
can take years. It is not an indicium of fraudulent business activities that the developer is
not paying cash interest out of the developet’s own funds; instead, it is the economic
reality of real estate development (for residential subdivisions such as those financed by
UDF) that the cash generally does not flow until finished lots are sold to homebuilders.$
In short, it was false for Hayman Capital to assert that cash interest is legitimate whereas
accrued interest is indicative of a Ponzi scheme.

c. Third, at the time of Hayman Capital’s December 10, 2015
anonymous post and thereafter, Hayman Capital omitted the facts that each UDF IV
loan was backed by specific collateral, the value of which was regularly appraised by
independent appraisers in order to secure the loan, as disclosed in its 2014 10-K.
(Annex 9, at 35 (disclosure of independent appraisers), 56-59 (disclosure of collateral
under table heading “Collateral™.) These critical facts were contrary to the existence of a
Ponzi scheme as asserted by Hayman Capital. A business that is operating as a Ponzi
scheme would not subject its loan portfolio to outside scrutiny in the form of an
independent appraisal (by way of comparison, Madoff concealed from inspection his
books and records showing his holdings of securities). I have sampled UDF’s records for
the collatcral and thc indcpendent appraisals, including for the project highlighted by
Hayman Capital in its second and third anonymous posts (Shahan Prairie), and found that
the appraisals of the collateral were conducted by a variety of independent appraisers in
an ordinary manner. As disclosed in UDF's SEC filings, it had credit lines from banks,
and those banks would have also insisted on appraisals of UDF’s collateral, Hayman
Capital never acknowledged that UDF’s business obtained independent appraisals of its
collateral. Hayman Capital did vaguely acknowledge that UDF’s real estate projects
were some form of collateral, but then falsely implied that the collateral was of little real

¢ Developers may sometimes obtain some cash during the development process, and prior to the
sale of finished lots, via municipal utility districts, public improvement districts or other means.
but it is still the sale of finished lots that is typically the primary means of generating cash.
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value, or éven fraudulent, because il was not generating current income.” However, that
was not true because, as Hayman Capital omitted to disclose, a portion of the collateral
was income producing while a portion was not yet income producing. If Hayman Capital
had been forthcoming and stated that some collateral was income producing while some
was not yet income producing, such a statement would have been unremarkable as it was
entirely to be expected that, for a portfolio of real estate development projects, some
collateral would be income producing and some would not yet be producing income at
any given time. As disclosed, UDF’s business involved long-term development activities
related to the funding of land acquisition, entitlement, and the finishing of lots for sales to
builders. (See, e.g., Defs.’ Appendix, at 936 (disclosure from 2013 10-K of UDF III
stating; “Loan proceeds may be used to fund land acquisition, entitlement costs,
engineering and design and site improvements, finished lot inventory, and municipal
reimbursements.”)) Income is largely generated by the sales of lots at the end of the
development process, and the development process (including entitlements) is
unpredictable and can take years. Therefore, income generation would not be expected
for many of the loans being funded by UDF because, at any given time, many of UDF’s
loans would not have reached the stage where finished lots were being sold to builders.
In addition, a developer may decide, based on market conditions, to develop one property
in a certain area at a certain time while waiting for better conditions to develop a different
property at a different time.?

d. Fourth, Hayman Capital makes additional statements purporting to
show that UDF"s business is a sham based on cherry-picked “representative” samples of
UDF-financed real estate projects and grossly misstates the implications of these non-
representative “representative™ samples. To begin, in its December 15, 2015 anonymous
post, Hayman Capital first used the Shahan Prairie development as an example of where
“loans issued by UDF to Centurion are collateralized by land that has never been
developed (for years, not quarters)” and that “Shahan Prairie is just one example of many
to come.” Annex 4, at 6-7. That is factually wrong according to Plaintiffs® Petition,’ but
Hayman Capital did not stop there. To support its assertion that UDF's real estate
developments were a sham and that Shahan Prairie was just ene example of a broader
fraudulent scheme, Hayman Capital posted “/rregular Patterns Related to UDF's Largest

7 For example, Hayman Capital stated on p. 3 of its Dec. 10, 2015 post: “Visits o actual

development sites, which serve as collateral to UDF development loans, show that, in numerous
instances, there is no development and the collateral is still non-income producing, raw land 2,

3, 5 (as much as 10) years after loans were issued. Where did all the money go if not to
developments?” (Annex 2, at 3.)

8 In contrast, construction loans involve loans to homebuilders who are building homes on
finished lots. Because the construction phase is shorter and more prediciable in the time to
completion than the preceding development phase, time to completion can be projected with
some reliability for construetion loans, unlike development loans.

? As alleged in Plaintiffs’ Petition, Shahan Prairie was in fact being developed. As further

alleged, the development was slowed for site-specific reasons. (Plaintiffs’ Petition, § 97-101.)
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T B L P8 T R SR T T e VAR RN s e a1 1 S A TS A




HIB2018 .43
JOHN F. WARR
COUNTY CLE
DALLAS COUM

CAUSE NO. CC-17-06253-C

UNITED DEVELOPMENT FUNDING, § IN THE COUNTY COURT
L.P., ADELAWARE LIMITED §
PARTNERSHIP, et al., § AT LAWNO. 3
§
§ DALLAS COUNTY, TEXAS
Plaintiffs, §
§
V. §
§
J. KYLE BASS, et al., §
§
§
Defendants. §

AFFIDAVIT OF MEHRDAD MOAYEDI

STATE OF TEXAS §
§
COUNTY OF DALLAS §
BEFORE ME, the undersigned authority, on this day personally appeared Mehrdad

Moayedi, known to me to be the person whose name appears below, who upon being duly
sworn, deposes and states the following:

1. My name is Mehrdad Moayedi. I am over eighteen (18) years of age. I have never
been convicted of a felony or a crime of moral turpitude. I am of sound mind, and I am fully
competent to make this affidavit.

2, I am the founder, CEO, and President of Centurion American Development
Group and hold a direct or indirect controlling interest in all of its affiliates (collectively,
“Centurion”). I have personal knowledge of the facts stated herein, which are true and correct. I
submit this affidavit in connection with the pending lawsuit between plaintiffs United
Development Funding, L.P. (“UDF I”), United Development Funding II, L.P. (“UDF II""), United
Development Funding III, L.P. (“UDF III”), United Development Funding IV (“UDF IV”),
United Development Funding Income Fund V (“UDF V), United Mortgage Trust (“UMT"”),
United Development Funding Land Opportunity Fund, L.P. and United Development Funding
Land Opportunity Fund Investors, LLC (collectively, “UDF”) and defendants J. Kyle Bass,
Hayman Capital Management, L.P., Hayman Offshore Management, Inc., Hayman Capital
Master Fund, L.P., Hayman Capital Partners, L.P., Hayman Capital Offshore Partners, L.P., and
Hayman Investments, LLC (collectively, “Hayman Capital™).

3. Centurion is a real estate developer that primarily develops subdivisions,
condominiums, and hotels in Texas. Since 1990, Centurion has developed well over 25,000
single-family lots in dozens of premier communities in North Texas. Centurion has demonstrated
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hereto as Annex B. That post was followed by a second post on December 11 (Annex C) and a
third post on December 15 (Annex D). These three posts are collectively referred to hereafter as
the “anonymous posts.”

9. As I understood them, the anonymous posts asserted that UDF’s business was not
engaged in a legitimate real estate business, but was instead a Ponzi scheme that was making
non-market rate loans (at 13%) to an insolvent borrower, Centurion, and swongly implied that the
loan proceeds were being misappropriated. That was and continues to be incorrect. The loans
were at market rate. Centurion was not, and is not, insolvent. No loan proceeds were
misappropriated. Centurion has had no involvement in any Ponzi scheme. Centurion borrows
from many lenders, both bank lenders and non-bank lenders, and does so based on what rates and
other loan terms it can obtain in the market. Like any borrower, Centurion seeks capital on the
best possible terms, but rate is not the only factor. There are other factors, such as how much
capital is actually available, for what period of time, with what loan covenants, security and
guarantees, etc. Contrary to the assertions in the anonymous posts, loans from UDF to Centurion
at 13% interest were market rate loans because those loans were competitive with what was
available from other lenders for development loans. It is commonplace for real estate developers
like Centurion to borrow money at higher interest rates from alternative lenders where bank
capital is not available in a sufficient amount for the necessary period of time or where bank
capital is subject to unfavorable terms and conditions.

10.  On page five of the December 15, 2015 anonymous post, the author asserted that
Centurion was not a seasoned and accomplished developer because seasoned and accomplished
developers do not borrow capital to finance residential development at 13% interest. See Annex
D. This was and continues to be incorrect. Centurion is a seasoned and accomplished developer.
Centurion, like other developers, will borrow at lower rates as stated above in paragraphs 7 and
9; however, Centurion, like other developers, will also borrow at higher rates, including 13%, to
satisfy its capital needs. In deciding whether to enter into such a loan, a seasoned and
accomplished developer will consider the value of the development opportunity before it, not just
the interest rate on the loan. Some factors in measuring the value of a development opportunity
include the expected return, the trends in market conditions, and the carrying cost of the loan,
etc.

11.  On its website, Hayman Capital asserted that UDF’s loans to Centurion were
“irregular” because the loans “do not generate any cash (principal or interest).”' Irregular Loan
Patterns Related to UDF’s Largest Borrower, Annex E at 3. This assertion was and continues to
be incorrect. In truth, loans from UDF to Centurion generated cash. There was nothing
“irregular” about the “loan patterns” and alleged lack of cash generated. Loans to a real estate
developer will not generate cash in the same manner as, for example, a shopping mall generates
cash. In real estate development of residential subdivisions, an individual loan will generate cash
at some points in time, but not others. When reviewing a large portfolio of loans at a particular
time, it is to be expected that some loans will be generating cash while others will not be

! Comparable statements were made in the December 10 and 15 anonymous posts. Annex B, Letter to Whitley Penn,
at 2 (stating that “[1Joans appear to accrue larger and larger balances for years...without ever generating any cash
receipts”); Annex D, at 7 (stating that “loans to Centurion regularly (i) do not generate any cash (principal or
interest)...”).
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Woods, NewLeaf Homes, Bella Vista Homes, Liberty Home Builders, Perry Homes, Drees
Homes, Highland Homes, Pacesetter Homes, Colina Homes, Historymaker Homes, RSI
Communities, Scott Felder Homes, Wilshire Homes, Sitterle Homes, Darling Homes (now part
of Taylor Morrision Home Corporation), Centerra Homes, Bloomfield Homes, American Legend
Homes, Crescent Signature Homes, Buffington Homes and Scott Homes.

27. UDF’s largest group of borrower entities, including CTMGT, LLC and its
subsidiaries, are affiliates of Centurion American, L.P. (“Centurion”). Centurion has a strong
track record as a developer. Centurion has extensive experience with many Texas municipalities
and local governments, and generally gets their support in entitling Centurion’s projects.
Centurion routinely gets the entitlements needed from the government, including the desired
density to make projects profitable. Centurion routinely obtains municipal reimbursements and
other support that Centurion needs from municipalities to bring projects to fruition. Centurion
has a long track record of being able to put together MUDs and Public Improvement Districts
(PIDs). Centurion was the first developer in the state of Texas to create a PID. A PIDis a
district put together by a city, whereby the city raises bond funds and advances money to the
developer during the development process to pay for water, sewer, and public improvements. In
contrast, a MUD provides reimbursement after the municipal tax base has been increased by
substantial home construction in the development and after the developer provides
documentation of the development dollars incurred, which may be months or even years after the
developer has incurred the development costs. Centurion has relationships with the top
management at some of the largest production home builders, such as D.R. Horton, Inc. and
Lennar Corporation. Production home builders are important to developers because they

purchase lots to construct homes at a more rapid pace than custom homebuilders.
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28.  Founded in 1990, Centurion has successfully developed almost 25,000 single-
family lots in dozens of premier communities surrounding North Texas. Centurion is currently
developing over seventy master-planned communities in Texas and also redeveloped the historic
Statler Hilton Hotel. Centurion has received over forty awards during the almost thirty years it
has been in business, including Chamber of Commerce Business of the Year (2008), the John
Harbin Visionary Award (2013), Greater Fort Worth Builder’s Association Developer of the
Year (2013) and Dallas Home Builders Community of the Year (2014). Centurion has won
multiple awards for its developments, including many that were for UDF-financed projects.

29. A December 26, 2017 article written by a long-time real estate editor for the
Dallas Morning News shows the high regard for and reputation of Centurion and CEO Mehrdad
Moayedi in the DFW community. The article is titled “Dallas Developer Mehrdad Moayedi
lands on his feet with deal after deal.” The article covers a long list of Centurion’s successful
developments and concludes Moayedi “may be the most resilient real estate player I’ve
encountered in almost 40 years of writing about the business...Moayedi is on my list of
nominees for Dallas developer of the year.” A true and correct copy of the article is attached
hereto as Annex 1.

30.  UDF’s homebuilding clients are generally larger regional homebuilders, and have
included Megatel Homes, Buffington Homes, Crescent Signature Homes, NuWay Homes and

Colina Homes.
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10.

11.

advantage of its investors as gullible victims, and similar statements made
throughout the December 10 internet post.

“The allegations in the post were not consistent with my expcrience with
and knowledge of UDF’s business. It was my belief (hal Bass had taken
facts about UDF’s business that werc not unusual or improper, and had
distorted and misrepresented them to create the impression UDF’s
business was operating in a fraudulent manner based on phony real estate
developments that did not generate lcgitimate rcturns. For example, the
posts discussed the fact that inlcrest payments on loans UDF made did not
come from borrower’s cash flow, but rather from the loans themselves. 1
knew this was not unusual and in fact a common practice with
development and construction loans, commonly called Interest Reserve or
Interest Carry. Furthermore, at the Bank, I had regularly reviewed UDIP’s
collateral and related project developments and found the collateral to be
sound and the project developments to be consistent with what would be
expected of any comparable borrower of the Bank. 1 was aware of no
information that would support the assertions made by Bass.

“As a regulated bank, the Bank felt compelled to treat the statements as
potentially truthful and respond accordingly. Kyle Bass had a reputation
as a powerful hedge fund manager, and so the Bank took his allegations
seriously. The post caused the Bank’s entire relationship with UDF to
come crashing down virtually overnight. The post also caused a panic at
the Bank, as the allcgations in the post implied the Bank’s loan collateral
was worthless and UDF would not pay its debt to the Bank.

“In direct response to the negative statements in the post contained in
Annex | as described above, the Bank decided not to lend any additional
amounts to UDF, and further decided to wind down and terminate any
outstanding loans and credit lines with UDF.

“Attached hereto as Annex 2 is a truc and correct copy of a Loan Renewal,
Extension and Modification Agreement that reflects some of the actions
taken by the Bank in response to the posts.

“Ultimately after the Bank did a thorough investigation and re-appraisal of
assets which were collateral for the UDIF loans, the Bank concluded its
loans to UDF were most likely not at risk for default. At the time I retired
from the Bank, UDF had paid off significant portions of the loans.

“Attached hereto as Annex 3 are true and correct copics of correspondence
I authored and sent to UDF while employed by the Bank. These said
records, as well as the record in Annex 2, are kept by the Bank in the
regular course of busincss; it was in the regular course of business and
rcgular practice of the Bank that the records werc made by—or from
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Message

From: Parker Lewis [PL@haymancapital.com)
/== Sent: 6/8/2015 4:06:43 PM

To: J. Kyle Bass [k@haymancapital.com]

Subject: Other Non-Traded REITs

Attachments: imageC01.jpg; Other Non-Traded REIT Opportunities.xlsx; Non Traded REIT Opportunities.pptx

Kyle - this is my file, have some info on Apple (APLE) but more on NorthStar Realty Finance (NRF). There
is also a summary of all the public non-traded REITs that I could find, including total assets and total
offering costs. NorthStar is particularly interesting because they spun out their management company
(public: NSAM) that manages both publicly listed and public non-traded REITs; it also has a broker dealer
that sells non-traded REITs to retail investors. I have a short introductory presentation on this one,
also attached. charles thinks that this is a good short candidate but in his view, the time is not yet
right (may be worth having a conversation to get his latest thoughts).

Brad thomas article on NRF
Northstar Is Far From An Intelligent REIT Alternative

http://seekingalpha.com/article/3190706-northstar-is-far-from-an-intelligent-reit-alternative

Brad thomas article on APLE
History Tells Us That This Apple Doesn't Fall Far From The Tree

http://seekingalpha.com/article/3209736-history-tells-us-that-this-apple-doesnt-fall-far-from-the-tree
(this is the one that references UDF)
http://seekingalpha.com/article/3207256-dont-1et-a-few-bad-apples-spoil-this-new-reit
[cid:image001.jpg@01C84251.44A30170]

Parker Lewis
AHayman Capital Management,

' 2101 Cedar Springs Road Suite 1400

pallas, TX 75201

214.347.8043 Direct
m Mobile
aymanCapital.com<mailto:PL@HaymanCapital.com>
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https://cloudnine.ediscovery.co/navigation/grid/gridViewer.aspx?docnumber=2331&page=0

~ | Image text
Message
From: ). Kyle Bass [k@haymancapital.com]
Sent: 12/30/2015 2:35:38 AM
To: Parker Lewis [PL@haymancapital.com]
CC: Cnnis Kirkpatrick [CK@haymancapital.com]; Andy Jent jaj@haymancapital.com); Charles Fitzgerald
[cf@V3capmgmt.com]
Subject: Re: Another UDF IV Lawsuit

Attachments: image001.jpg

Amazing. This 1s exactly what mehrdad says about his dealings with UDF.

J. Kyle Bass
ChieT Investment officer
Mayman Capital Managemant

on Dec 29, 2015, at 2:07 PM, Parker Lewis <PlLOBhaymancapital.coms<mailto:PL&haymancapital.com>> wrote:
Kyle - see attached; but important takeaways are included belcw.

This lawsuit, filed by a third-party developaent firm contracted by UDF, 1s alleging that UDF 1s running
a shell game to get around the limitation of not being able ta develop land in the REIT structure,
consistent with what Moayedi is saying. This is from a legitimate, independent 3rd party development
firm., The entity in question is an entity called “349 Memorial™; UDF IV has a loan issued to and owed
from 349 Memorial.” It is not a big loan but that is not the point.

The signer in the deeds for 349 Memorial is a guy named David Goduti. This individual has appeared in 3
different transactions in Dallas as well, involving threc different third parties. 1n each instance in
Dallas, the third-party sellers (who arc selling land zo entities for which David Godut1 1s signing) all
believe from a practical perspective that they are selling land to UDF and/or Scott Felder homes which s
owned SOX by Greenlaw/Etter and 25% by a former UDF IV director. we learned this information regarding
the perspective of the sellers from contacts who know the sellers, in each separate instance.

The three different entities that have bought land around Dallas with Goduti as stgner are:
Frisco 39, LLC

Prosper 236, LLC

Plano 12, LLC

Frisce 39 and Prosper 236 have loans from WOF Vv (Prosper 236 ortginally had a loan from W iv pricr To
the loan fros UDF v). Plano 12, LLC was financed by a seller’'s note which was supposed to be repaid
earlier this month tut the payment does not appear to have been made (possibly because of a lack of
liquidity - payment was due after our release). As mentioned previously, 349 Memorial also has a loan
fros UDF TV.

In each instance where there is a UDF loan (either from UDF IV or UDF V), the loans are classified as
“non-related party”. This lawsuit alleges 349 Memorial is a shell that UDF uses to “‘get around the
Tinitation™ of the REIT structure., The plaintiff’'s detail that they have never met anyone from the shell
entity and the representatives of the °*spin-off’ entities “don’'t even know where the property is” which
is allegedly according to UDF’s principals. If 349 Memorial is a shell for which Goduti is signing, and
Goduti and UOF are one in the same, then the other entities for which Goduti sians likely are as well,

https://cloudnine.ediscovery.co/navigation/grid/gridViewer.aspx?docnumber=2331&page=0

17



2/7/2019 Print - Harvest Exchange Completes $5 Million Series B Funding Round

a‘; harvest

Source: Harvest Exchange Corp.

June 18, 2015 10:57 ET

Harvest Exchange Completes $5 Million Series B Funding Round

Led by Highland Capital Management, Proceeds Will be Used to Improve Discovery Features and
Scale Fast-Growing Investment Management Marketplace Platform

HOUSTON, June 18, 2015 (GLOBE NEWSWIRE) -- Harvest Exchange (HVST.com), the fast-growing
investment management marketplace platform today announced a $5 million Series B funding round led
by Highland Capital Management, a global multi-strategy asset management firm, and a Harvest
Exchange user. The round also features participation from existing investors Third Point LLC and Golden
Tree Asset Management and new investor Marketplace Fund 1.

Harvest Exchange offers a direct, scalable and SEC/FINRA compliant way for investment firms and
research providers to enhance their branding through content marketing to a highly targeted community
of sophisticated, accredited, and qualified investment product buyers. Content shared on Harvest by
Verified Professionals outperforms the financial services industry average on other platforms by 10x+.

Indeed the FinTech sector is white hot, with global investment set to double from $10 billion in 2014 to
$19.7 billion in 2015, according to a recent report by MarketResearch.com.

"Wall Street has been a black box of information whose archaic culture has made it inefficient and
expensive for investment firms to access the right buyers, and correspondingly difficult for buyers to
access a clear picture of the expertise available to them," said Peter Hans, Harvest Exchange CEO.
"Harvest is tackling this long-standing problem by improving the discovery of, and access to, the best
investment products, firms, and professionals the world has to offer."

Harvest will use the proceeds to improve the discovery and marketplace features, across both web and
mobile, to allow for a more scalable platform its rapidly growing investor community. As part of the deal,
Highland Capital Management will join the Harvest Exchange Board of Directors.

"Our fund focus is digital marketplaces, and we view Harvest as the vertically integrated Linked In
marketplace targeting the incredibly valuable demographic of investment firms and professions," said
Pete Hartigan, CEO and founder Marketplace Fund I. "The market opportunity set for Harvest reminds
me of SoFi where | worked with the founders from zero value to $1.3 billion."

Since Harvest Exchange launched in 4Q13, more than 125,000 investors have signed up to access over
75,000 unique investment perspectives from over 5,000 firms managing in excess of $5T in assets; and
now receives up to 1,500 new macro thoughts, investment presentations and white papers per week.

About Harvest

Harvest is the financial discovery and communication marketplace that enhances the way investors share
expertise and information with industry leaders, peers, and potential clients. Harvest includes the top

™. money managers, research analysts, and sophisticated investors from the world's best asset
management, research, and financial advisory firms. Harvest is free to join and members engage its 24/7
mix of the highest quality, transparent investment information from the brightest minds on the Street.

https://globenewswire.com/news-release/2015/06/18/745716/10139023/en/Harvest-Exchange-Completes-5-Million-Series-B-Funding-Round.html?prin...  1/2
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Message

From: J. Kyle Bass [k@haymancapital.com]
/“\ Sent: 10/8/2016 1:57:03 AM

To: Parker Lewis [PL@haymancapital.com]

Subject: Re: Parker

Don't share any more with Highland. I will explain when I land.

J. Kyle Bass
Chief Investment officer
Hayman Capital Management

> Oon Oct 7, 2016, at 6:43 PM, Parker Lewis <PL@haymancapital.com> wrote:

>

> was it highland or balpost? I think balpost, or a separate fund that balpost partners with, was talking
to them about giving them a high interest loan (1ike 15-18%) to allow them to take out all of their debt.
I can look through my notes on highland but that doesn't immediately ring a bell.

>

> Parker Lewis

> Hayman Capital Management L.P.

> (0) 214.347.8043 | (m) NN

> PL@haymancapital.com

>

>> On Oct 7, 2016, at 5:07 PM, J. Kyle Bass <k@haymancapital.com> wrote:
>>

>> I remember you telling me that Highland was trying to do something with UDF. what was it again?
>>

>>

>> J. Kyle Bass
>> chief Investment officer
>> Hayman Capital Management

LHAVRAAANNNNAATN



Message

From: J. Kyle Bass [k@haymancapital.com]
/7= Sent: 10/8/2016 2:00:30 AM

To: Parker Lewis [PL@haymancapital.com]

Subject: Re: Parker

Highland is looking at UDF equity and thinks there is legal and clawback value. I don't know what they
think it is though. 10-20% of book is where they will buy some.

we need to try to buy it in chunks privately as soon as we can. I don't wish to have various distressed
players thinking there is value while we are still short.

J. Kyle Bass
Chief Investment Officer
Hayman Capital Management

> On Oct 7, 2016, at 6:46 PM, Parker Lewis <PL@haymancapital.com> wrote:

>

> I think hillwood was also at one point possibly looking at buying assets from them but the only party
that I know off that has is DR Horton

>

> Parker Lewis

> Hayman Capital Management L.P.

> (o) 214.347.8043 | (m)

> PL@haymancapital.com

>

>> On Oct 7, 2016, at 5:07 PM, J. Kyle Bass <k@haymancapital.com> wrote:

>>

>> I remember you telling me that Highland was trying to do something with UDF. what was it again?
>>

>>

[~ >> J. Kyle Bass
>> Chief Investment Officer
>> Hayman Capital Management

HAVAAANNNNAATA
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UDFIV Y

UNITED DEVELOPMENT FUNDING IV

Exhibit 99.1

Nasdaq Hearings Panel Grants Extension of Exception for Continued Listing of
United Development Funding IV Shares

GRAPEVINE, Texas, September 14, 2016 - United Development Funding [V (“UDF IV” or the “Trust”) (NASDAQ: UDF) today
announced that the Nasdaq Hearings Panel (the “Panel”) has granted an extension of the exception previously granted for continucd
listing of the Trust’s common shares on The NASDAQ Stock Market (*“Nasdaq™). The Trust’s continued listing is subject to the
condition that, on or before October 17, 2016, the Trust become current in its periodic filings with the Securities and Exchange
Commission (the “SEC”). The Trust must also be able to demonstrate that it satisfies all other quantitative and qualitative requirements
for continued listing on Nasdagq.

As previously disclosed, UDF IV has not yet filed its Annual Report on Form 10-K for the year ended December 31, 2015 (the 2015
Form 10-K”) or its Quarterly Reports on Form 10-Q for the quarters ended March 31 and June 30, 2016 (the “2016 Forms 10-Q”).
Nasdaq Listing Rule 5250(c)(l) requires the timely filing of periodic reports with the SEC. The Trust currently expects that it will be in
a position to file the 2015 Form 10-K and the 2016 Forms 10-Q and thereby cvidence full compliance with Nasdaq’s filing requirement
and all other applicable requirements for continued listing on or before the extended October 17, 2016 date granted by the Panel.
Although the Trust is working diligently to complete and file all necessary periodic reports with the SEC as soon as practicable, there
can be no assurance that the Trust will be able to do so within the period granted by the Panel.

. Trading in UDF IV’s securitics on Nasdaq has been halted since February 18, 2016, and the Trust expects that the trading halt will

continue at lcast until the Trust has become fully current in its periodic filing obligations with the SEC. No assurance can be given
regarding the resumption of regular trading of the Trust’s securities on any market.

About United Development Funding TV

United Development Funding IV is a public Maryland real estate investment trust formed primarily to gencrate current interest income
by investing in sccured loans and producing profits from investments in residential real estate. Additional information about UDF IV
can be found on its website at www.udfiv.com. UDF IV may disseminate important information rcgarding its operations, including
financial information, through social media platforms such as Twitter, Facebook and LinkedIn.

Investor Contact: Media Contact:

Investor Relations JefT Eller

1-800-859-9338 469-916-4883
investorrelations@udfiv.com mcdiarclations@udfiv.com

https:/iwww.sec.gov/Archives/edgar/data/1440292/000114420416123910/v448840_ex99-1.htm 11



Message

From: J. Kyle Bass [k@haymancapital.com]
/“\ Sent: 9/14/2016 3:09:45 PM

To: Parker Lewis [PL@haymancapital.com]

Subject: We will discuss UDF at 1pm today Parker

J. Kyle Bass

chief Investment officer
Hayman Capital Management

WAVALIANNNNA2R



Appointment

From: ). Kyle Bass [k@haymancapital.com]
~ Sent: 9/14/2016 3:38:28 PM
To: Juneau Lee [JL@haymancapital.com]; Parker Lewis [PL@haymancapital.com]
Subject: KB, PL, JL to discuss UDF listing Status and next steps
Location: KB OFFICE
Start: 9/14/2016 6:00:00 PM
End: 9/14/2016 7:00:00 PM

Show Time As: Tentative

Recurrence: (none)
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Message

From: Parker Lewis [PL@haymancapital.com]
/‘\ Sent: 10/4/2016 6:19:19 PM
To: J. Kyle Bass [k@haymancapital.com]; Dan Babich [DB@haymancapital.com]; Brandon Osmon

[bo@haymancapital.com]; Davis Hostetter {dh@haymancapital.com]; Steele Schottenheimer
[ss@haymancapital.com]; Katheryn E. Mueller [KM@haymancapital.com]

Subject: Letter to Nasdaq

Attachments: image(001.jpg; Nasdaq Letter_Signed_Sent 10.4.16.pdf

Attached is the letter that Morgan Lewis sent to Nasdaq on our behalf related to the continued UDF halt.

[cid:image001. jpg@01C84251.44A3D170]

Parker Lewis

Hayman Capital Management, L.P.
2101 cedar Springs Road Suite 1400
pallas, TX 75201

Direct

Mobile
PL@HaymanCapital.com<mailto:PL@HaymanCapital.com>

LAVALRANNNNAAND
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Morgan Lewis

David A. Sirignano

Partner

Securities & Corporate Governance
+1.202.739.5420
david.sirignano@morganlewis.com

October 4, 2016

Alan Rowland

NASDAQ Stock Market LLC

805 King Farm Boulevard, 1st Floor,
Rockville, Maryland 20850

Dear Sir or Madam:

I am writing at the request of Hayman Capital Management L.P. (*Hayman”) to express its
concerns regarding the continued halt imposed on trading in the common equity of United
Development Funding IV ("UDF” or “the Company”) on the NASDAQ Global Select Market.
Hayman is the adviser to a private investment fund that has established a short position in the
securities of UDF. Trading in UDF shares was halted by NASDAQ on February 18, 2016 after
federal authorities executed a search warrant at UDF's corporate headquarters and served
executive officers with grand jury subpoenas. To date, UDF has failed to file its Annual Report on
Form 10-K with the Securities and Exchange Commission (“SEC") for fiscal year ending December
31, 2015. UDF has also failed to file its Quarterly Reports on Form 10-Q for the quarters ended
March 31 and June 30, 2016 to date. Consequently, UDF shares have remained halted for the past
seven months.

Backaround

The NASDAQ Stock Market LLC (“"Nasdaq”) notified UDF on March 17, 2016 that that it was not in
compliance with Nasdaq Listing Rule 5250(c)(1) because it had failed to timely file its Form 10-K.
On September 14, 2016, UDF announced that the Nasdaq Hearings Panel (the "Panel”) granted
another extension of the exception previously granted for continued listing of UDF’s common
shares on Nasdaq. UDF’s continued listing is subject to the condition that, on or before October 17,
2016, UDF becomes current in its periodic filings with the SEC. The extension to October 17, 2016
follows repeated extensions of previous deadlines based on UDF’s unrealistic representations of its
ability to become current in its SEC filings that UDF failed to meet. For example, UDF submitted a
plan to regain compliance with Nasdaq’s listing requirements on May 16, 2016, waiting the
maximum 60 days following the deficiency notification. The Nasdaq Staff (the “Staff”) rejected
UDF's plan and notified UDF of its determination to delist on May 26, 2016, due to UDF's continued
non-compliance with the applicable listing rule. In its May 26, 2016 response, the Staff indicated
that because UDF's plan was predicated on the engagement of a new audit firm, the Staff believed
that UDF’s plan was not sufficiently definitive and may not be completed within the discretionary
period available to the Staff.

Morgan, Lewis & Bockius uep
1111 Pennsylvania Avenue, NW

Washington, DC 20004 @ +1.202.739.3000
United States @ +1.202.739.3001

HAYMANO0004404



Alan Rowland
October 4, 2016
Page 2

UDF appealed Nasdaq's decision and a hearing was held before Nasdaq'’s Hearings Panel on July 7,
2016. UDF has disclosed that it presented its plan to evidence compliance with all applicable
criteria for continued listing. On July 26, 2016, UDF disclosed that the Panel determined to
continue listing UDF's shares on the condition that on or before September 12, 2016, UDF comply
with its SEC filing requirements. Despite the fact that a new auditing firm was only retained a few
weeks earlier, on June 8, 2016, UDF stated that it expected to meet the September 12 deadline.
That deadline has now passed, yet the Hearings Panel has granted another five-week extension.

In light of certain corporate developments, it was unreasonable in connection with the July
extension for UDF to represent, and for the Hearings Panel to accept, that the new audit firm
would complete an audit in the 30-day period following its engagement, especially considering the
overhang of criminal and civil investigations by federal authorities. Those certain corporate
developments make clear that UDF’s request for an additional extension served no other purpose
than to delay. These disclosed events included:

e The resignation of the Company’s previous auditor on November 19, 2015, after being
reappointed to audit the Company for that year at the Company’s annual meeting in June
2015. UDF has inconsistently described the auditor’s action as declining to stand for
reappointment ( after being appointed by UDF’s board and approved by shareholders) for
the 2015 fiscal year, but eventually accurately described it as a resignation in later Form
NT-10Q filings.

e Certain events of default under the Company’s lending agreements effective as of March
4, 2016 (prior to the Form 10-K filing deadline); however, UDF failed to disclose the
circumstances until May 23, 2016, which were disclosed as part of a forbearance
agreement entered into on May 17, 2016, in which the Lenders agreed to forbear from
exercising any of their default-related rights against UDF until August 4, 2016. Under the
Forbearance Agreement, UDF agreed to suspend its regular monthly cash distributions to
its shareholders during the Forbearance Period.

¢ Ongoing investigations by the SEC and FBI concerning UDF and its external management
which led to the execution of a search warrant of UDF's offices and the issuance of grand
jury subpoenas.

Discussion

Nasdaq Listing Rule 5815 empowers, but does not require, the Panel to grant an exception to the
SEC reporting listing requirement for a period not to exceed 360 days from the due date of the first
such late periodic report. That authority, however, must be exercised after considering all the
facts and circumstances:

In determining whether to grant an exception, and the length of any such exception, the

Hearings Panel will consider the Company's spedific circumstances, including the likelihood

that the filing can be made within the exception period, the Company's past compliance

histary, the reasons for the late filing, corporate events that may occur within the

exception period, the Company's general financial status, and the Company's disclosures to

the market. This review will be based on information provided by a variety of sources,

which may include the Company, its audit committee, its outside auditors, the staff of the

SEC and any other regulatory body. [5815(c)(1)(f)] Ve

HAYMANO0004405



Alan Rowland
October 4, 2016
Page 3

It is not clear that the Hearings Panel has adequately considered these criteria in connection with
its repeated extensions.

¢ The likelihood that the audit can be completed and that necessary filings can be
made within the exception period

Given (i) that UDF stated on July 26, 2016 that it expected to be current by September 12,
2016; (ii) UDF made that representation when a new auditor was only retained
approximately 90 days prior to the deadline; (iii) UDF previously failed to meet the
condition for continued listing on or before September 12, 2016; (iv) the numerous red
flags which have been identified regarding UDF's financial condition and disdosures,
Including Iits failure to timely pay creditors and subsequent acknowledgement of events of
default (notably circumstances which are completely inconsistent with the Company’s
lavest stated financial position); and (v) ongoing federal investigations, how did the Panel
determine that there was a likelihood that the filings can be made within the newly
granted exception period which contemplates only approximately four months to complete
an audit of the Form 10-K and the review of two Farms 10-Q? The Staff apparently shared
this concern when it denied the initial extension based on its conclusion that the
Company’s plan was not sufficiently definitive and may not be completed within the
discretionary period available to the Staff. Notably, unlike its July 2016 assurance that it
expected to meet the September 2016 deadline, UDF’s September announcement of the
additional extension did not even state that it expected to meet the new deadline.

¢ The reasons for the late filing

UDF has not provided any explanation why its former auditor, Whitley Penn LLP, which
had audited UDF since inception (2009) and its affiliated public programs since 2003 (13
years) suddenly resigned concurrently as the auditor of UDF and all of UDF’s affiliated
public programs. Furthermore, UDF has also not provided any explanation why it took over
200 days to retain a new auditor and only after the Staff’s determination to delist UDF on
May 26, 2016, after it found that the Company’s plan to seek a replacement auditor was
too vague. The continued extensions of the trading halt only serves the interest of UDF's
external management, as it protects them from market reaction to their delinquencies,
loan defaults and regulatory problems.

o Corporate events that may occur within the exception period

In light of the recent default and forbearances under the lending agreements, the
suspension of its monthly cash distributions, as well as the ongoing federal investigations,
it is clear that significant negative developments have occurred throughout the
delinquency period. The Staff apparently cited its concerns about the separate SEC and
FBI investigations in initially denying an extension.

¢ Going concemn issues related to the Company's general financial status
Given the repeated failures to timely pay creditors and subsequent acknowledgement of

events of default (circumstances which are completely inconsistent with the Company’s
lavest staved financial position), as well on the ongoing SEC investigation, how did the

HAYMANO004406
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Panel determine that the Company’s general financial status was supportive of an
extension of a previously granted exception?

+ The Company's conflicting disclosures %o the market

Given the contradictions in its disclosures to the market, notably first that (i) its auditor
was reappointed and approved by shareholders, and then that (i) its auditor declined to
stand for reappointment and later that (iii) its auditor had actually resigned which is why it
was unable to timely file its financials, how did the Panel, upon review of the Company’s
disclosures to the market, determine that representations made by the Company were
dependable and supportive of a further extension? Although UDF’s initial disclosure of an
SEC investigation was not made until December 10, 2015, the investigation had been
ongoing since 2014 as later disclosed by UDF. While UDF stated that the SEC had advised
UDF that its investigation was not indicative of any wrongdoing at the time of the initial
disclosure, federal authorities subsequently conducted a search of UDF's offices pursuant
to a warrant and issued grand jury subpoenas.

Reguested Action

Given the scope and gravity of the information presented for the Panel’s consideration, Hayman

requests that the Panel not grant UDF any further extensions. If, however, another extension

somehow is found preferable to immediate delisting, Hayman requests that Nasdaq lift the trading m
ban to allow all investors to make independent, prudent decisions taking into consideration all

publicly available information, including UDF’s continued reporting delinquencies and false

assurances of its ability to become compliant, as well as its interim disclosure of defaults on its

lending agreements, suspension of monthly cash distributions, and active federal law enforcement

investigations.

After repeatedly failing to meet past deadlines, should UDF fail to meet Nasdaq's current deadline,
any representations and further assurances made by UDF's external management of its ability to
become compliant should not be afforded any credibility; rather, these efforts should be viewed for
what they are, as delaying tactics intended to benefit only UDF’s external management.

Sincerely,

¢: P. Lewis, Hayman Capital

HAYMANO0004407
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Kyle Bass’ Comeback Plan: Oil,
Argentina and Patents

By Jim McTague  August 13, 2015

Not very long ago, J. Kyle Bass was one of the hottest brands in the $3.1
trillion global hedge fund industry. Bass anticipated the disintegration of the
nation’s housing market in 2008, Greece’s economic demise in 2012, and the
massive bond-buying program by the Bank of Japan that beganin 2013.
Investments based on these insights made a mint both for him and for clients
of his $2 billion asset Hayman Capital Management, headquartered in Dallas.
Bass’ track record of identifying global imbalances and profiting from them
catapulted the unflappable former bond salesman to stardom.

. " . The investment community viewed him as a
Thisis an edited version of a
story written for visionary who had a clear-headed plan for

~ InsideSources. Jim McTague  jnyesting in a world where economies have
was formerly Barron’s

Washingtorbursdurchide been wildly distorted by artificially low interest

rates. Bass' spot-on insights also turned him

into one of theinvestment-conference circuit’s
most powerful draws, and his guest appearances were coveted by business-
network show hosts because their audiences hung on every word uttered by
the brashly confident asset manager.

Alas, Bass has had a dismal time of it recently in the land of investment.
Suddenly, the former luminary can’t seem to get anything right. His massive
investmentin General Motors’ stock bombed when news broke about the
deadly problem with the ignition key switches on some of Chevrolet’s Cruze
models. Bass, a Texan with no relation to the Bass family of oil tycoons, has
also made a huge bet on an oil-price rebound, arguably a mite too early.

It's difficult to know exactly how Bass’ funds are doing because he keeps his

fund'’s actual performance metrics close to the vest. Bass declines to reveal

returns for the past five years. And Bass will not discuss his average long

positions versus his average short positions ~ two measures frequently
_..employed to compare fund performance.

Hayman's setbacks come as the industry’s top performers have been putting

up great numbers. (Consider, for example, that LTE Hedge Fund, managed by

https://www.barrons.com/articles/kyle-bass-comeback-plan-oil-argentina-and-patents-1439489572 1/4
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Melkonian Capital Management, was up 34% in 2014, according to an LTE

performance letter to clients obtained by Bloomberg.) And by Bass’ own

admission in a recent interview with InsideSources, things aren’t looking all ’A\
that good in 2015. “It's been a tough year,” he acknowledged. “It's nice to

win all of the time. When you are not winning and everyone else is, it makes

life difficult.”

And yet, like a gambler doubling down, Bass maintains enthusiasm for some
of his more unorthodox bets. His rebound plan has two key elements — oil
and Argentina - both of which are plays being avoided as too risky by the
conventional investment crowd. He's certain that it will work because Bass,
who has a mathematician’s appreciation for precision, has arrived at it after
careful research and logical deduction. But others see a huge gamble, even
by the freewheeling standards of the financial industry.

Bass’ oil argument is intriguing, if unconvincing to others. Even as crude

prices drop, he argues, the current global glut in oil will rapidly give way to a

supply squeeze over the next 12 months. Here's his reasoning: Declining

prices are going to push a lot of thinly capitalized players to dismantle their

drilling rigs. That, in turn, will reduce supply and create opportunities for the

remaining drillers. And so, naturally, he's investing robustly in oil drillers. “The

supply glut is going to swing to a pretty severe supply deficit in the next 12to 7\
18 months,” he predicts. -

It's audacious, especially at a time when there’s a widely held belief that a
nuclear deal with Iran — assuming it squeaks by Congress — will enable the
cash-starved country to dump more low-priced oil on the market. That, in
turn, would depress prices even further. But Bass says he does not expect any
significant lranian oil production until sometime in 2016, for a couple of
reasons. First, he notes that Iran’s oil reservoirs have been closed for a very
long time, meaning they will need time to ramp up. Second, he says, it will
take anywhere from four to six months — in his estimation — for the treaty to be
implemented and sanctions relief to kick in.

On Argentina, he is bullish where others are heading for the exits. He says he

has invested in Argentine equities, another bold move considering that the

country has one of the world’s worst economies, characterized by

government debt, corruption, high taxes, currency controls, and rampant

inflation. Last year, Argentina defaulted on its debt for the second time in 13

years. Bass points out that the leading candidates in the presidential contest,

which will be decided in October, all pledge to end the economic policies of

President Cristina Fernandez de Kirchner. “There’s going to be a sea change /‘\
in the manner in which that country is governed,” Bass says, arguing that the l
country, which is rich in natural resources, will attract huge amounts of

https:/iwww.barrons.com/articles/kyle-bass-comeback-plan-oil-argentina-and-patents-1439489572 2/4
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foreign investment in the next five to seven years. But that, of course, remains
to be seen.

/A\
Finally, Bass is courting controversy with a new investment tactic recently
adopted by his fund. He teamed up with Erich Spangenberg, CEO of IPNav, to
challenge what they argue are questionable patents held by pharmaceutical
companies to stifle competition from the generic marketplace. (it's worth
noting that Bass’ new partner, Spangenberg, has been described as the
world’s most notorious patent troll. IPNav says it has generated over half a
billion dollars in licensing revenue in patent-infringement penalties for its
clients, which include individual investors, corporations, and universities.)

Bass will not discuss this investment because it has become a hot-button
issue in Washington, D.C. Members in both the House and the Senate are in
the process of changing the law on patent challenges to exclude persons
who actively short the target company’s shares.

Indeed, just the news that Bass and Spangenberg have filed a patent
challenge at the U.S. Patent and Trademark Office is enough to send a stock
tumbling, and drug makers contend this will hurt their companies and raise
the cost of new medicines. Consider that shares of Acorda Therapeutics,
maker of Ampyra, a multiple sclerosis drug, fell almost 10% in February when
‘Bass filed a challenge that claimed its patent on the drug should have expired
years ago. But Bass contends that about 1% of branded pharmaceutical
companies have gamed the patent system in order to keep charging top
dollar for medicines that rightly should be available in generic form for more
patients.

The political winds may be blowing against Bass, with the pharmaceutical
industry pushing to narrow the universe of persons who have standing to file
a patent challenge for review by a panel appointed by the Patent Office. A bill
easily passed the House Judiciary Committee in June and awaits a floor vote.
Arelated bill has cleared the Senate Judiciary Committee. The
pharmaceutical industry is hoping for passage in both chambers in August.
The change would cut the legs from under this particular Bass strategy.

A recent blog by a lawyer at the white-shoe firm of Steptoe & Johnson
seemed to capture the growing consensus in Washington on the Bass
strategy, when the blog described it as “the dawn of reverse monetization, in
which a party may extract value by eroding another party’s patent rights.”

/““\But Bass, the man who gained acclaim playing long odds (he would say
making calculated risks), seems unlikely to fold his cards any time soon.

https:/www.barrons.com/articles/kyle-bass-comeback-plan-cil-argentina-and-patents-1439489572 3/4
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Editor's Note: This story has been edited to remove a reference to press
reports of Hayman’s 20 14 performance.

Comments? E-mail us at editors@barrons.com
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STRONGEST,
MOST AOVANCED
SILVERADO
EVER
(X )
BUSINESS
’ post hret ll-calib
Kyle Bass’ post-crash returns small-caliber
By Michelle Celarier August 22, 2015 | 7.17am
A
In the investment world, few people have a more robust bigger-than-life persona than Dallas hedge fund manager Kyle Bass.
The 45-year-old charismatic founder of Hayman Capital is known for driving a Humvee fitted out as a James Bond vehicle and hosting
shooting sprees with semi-automatic weapons at his ranch.
On the investment side, his stellar reputation was earned when he soared to success — and fame — by successfully calling the subprime
A

mortgage meltdown.

In 2007, Hayman Capital earned a 212 percent return shorting subprime mortgages. That made him rich and earned Bass a chapter in
Michael Lewis’ post-crash book, “Boomerang.”

https://nypost.com/2015/08/22/hedge-fund-manager-peaked-at-predicting-mortgage-meitdown/ 12
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But since 2008, Bass' performance has been mostly small-caliber.

Over the past 91 months, or nearly eight years, Hayman Capital's main fund had an annualized performance of just 1.56 percent. according

to calculations from Hayman Capital letters to investors, which were obtained by The Post.
That's slightly better than a Treasury bond ETF — but not much else.
After a 1.4 percent loss last year, investors had enough. They pulled out almost a quarter of the firm's capital, forcing Bass to liquidate most
of his stock portfolio by year end, according to Hayman documents and regulatory filings.
That left the hedge fund with $1.56 billion at the beginning of 2015, from a peak of $2 billion a year earlier.
This year, his Texas swagges isn’t helping him do much better. Hayman’s master fund was down 11.69 percent through July. the letters noted
— although he has started to turn things around with a gain of about 5 percent in August, sources said.
Hayman's full performance numbers have never been revealed publicly before now. lending mystique to the investor.
On the other hand, Bass' Japan Fund, which was recently closed, was up more than 200 percent in three years, souices said. He is
weighing the return of about $300 million to investors. sources said.
But the flagship fund is what is causing some anxiety with investors.
Over the past two years, Bass has touted General Motors (down about 20 percent since an early appearance on CNBC), a risky short bet
against biotechs based on a patent troll argument (Celgene is up 6.43 percent this year) and an impending buyout of drugmaker Perrigo.
That's his biggest and best performer of the lot, and it’s only up 2.5 percent since he disclosed it.
“He’s overconfident and arrogant,” said one former investor. “He does have some originalideas. but they don't tend to work out very well.”
After the 2007 crash, with fame beckoning, a bulky Bass went on a liquid diet to trim down, and soon was traveling the world over, meeting
with central bankers and economic ministers, predicting doomsday everywhere from Greece to Japan.
In 2012, he was rumored to have made “billions™ shorting Greece, but in fact the fund gained only 16 percent that year, his best since 2007. P
Bass did not return calls seeking comment.

HEDGE FUNDS, KYLE BASS, SUBPRIME MORTGAGES

Recommended bv
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The Price of Oil Is Slamming Kyle Bass' Hedge Fund

Kyle Bass, founder and principal of Hayman Capital Management, L.P., in an interview at the World Economic Forum in Davos,
Switzerland, on January 23, 2015.  Photograph by Photograph by CNBC NBCU/Getty Images

By LUCINDA SHEN May 23, 2016

Hedge fund giant Kyle Bass may have astutely predicted the subprime mortgage
crisis leading up to the great recession—but he couldn’t do the same for the

most recent oil bust.

While Bass made 212% returns on his bets against subprime mortgages in 2007,
his bet on the oil market isn’t doing nearly as well. Two years ago, the hedge
funder began buying into several oil producers with the hopes that the price of
oil would rebound in 2015 and 2016. Prices did come back a bit at the beginning

fortune.com/2016/05/23/oil-glut-kyle-bass/ 13
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of this year, but they have been dropping again lately. As of Monday, U.S. oil
slipped to $48 a barrel amid a persistent supply glut that began in 2014. —
Meanwhile, Iran and OPEC in general have still yet to agree on cutting

production.

For Bass, the low prices have resulted in a 7% loss in his main fund this year,
and the biggest losing streak in the history of his Hayman Capital, the Wall
Street Journal reported. In the same period, the S&P 500 has gained 1.3%.

“I had no idea crude would fall so low,” Bass said in an interview with the

Journal, acknowledging that he bought in too early.

Back in March 2015, Bass began snapping up oil producers such as Concho
Resources (CX0, -0.08%) and Whiting Petroleum (WLL, +7.72%) after being
reassured by T. Boone Pickens that the amount of crude would not exceed the
country’s storage capacity. Unfortunately, the price of crude continued its

downward spiral.

Aside from predicting the housing bust in 2007, Bass successfully called
Greece’s economic woes a few years later, and the devaluation of the Japanese

yen.

But his performance has been shakier as of late. Bass bought a large stake of
General Motors (GM, +0.47%), whose stock tanked after the company revealed
problems with its ignition switch on some models. In 2013, Bass bought shares

of JCPenny (JCP, +1.09%), before dumping his stake just months later.

And now, all eyes are on one of Bass’ biggest bets: that Chinese and Hong Kong
currency will drop. Bass expects the currencies to depreciate as much as 40%
over the next three years—a bet that the Chinese government has vehemently
criticized. Bass is betting that China’s heavy debt levels will eventually force
the government to inject cash throughout the system, driving down the cost of

the Yuan.
fortune.com/2016/05/23/oil-glut-kyle-bass/ 213
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In a January episode of Wall Street Week, Bass noted that his fund in 2015

P suffered “one of the worst years in the last ten,” but Bass noted that investors

should buy into energy stocks now, because “we’re going to go from a glut, to a

deficit.”
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Message

From: J. Kyle Bass [k@haymancapital.com])
/™ Sent: 1/29/2016 4:12:51 PM
To: christine.edson@ic.fbi.gov
N cC: Chris Kirkpatrick [CK@haymancapital.com]; Parker Lewis [PL@haymancapital.com]
Subject: FW: UDF - info - could this be a Ponzi scheme?

Importance: High

Christine,

| found the actual email that Corson sent to Trip (see below) after meeting with Mehrdad at the end of last year. Some
of the data points here are shocking...especially number 3! Wow.

Lastly, we will be going live with our website next Tuesday. It is still under embargo as we put the finishing touches on it
but | am going to include the site and passwords for you to look through it now.

http://udfexposed.com/

User ID: I
Password: |

Regards,

Kyle

-~

From: Trip Kuehne [mailto:tkuehne@doubleeaglecapital.com]
Sent: Friday, December 18, 2015 2:38 AM

To: J. Kyle Bass <k@haymancapital.com>

Subject: FW: UDF - info - could this be a Ponzi scheme?

Here you go. See you Tuesday.

From: Larry Corson [ @gmail.com]

Sent: Wednesday, December 16, 2015 1:34 PM

To: Trip Kuehne

Cc: Dusti Kuehne; jpbarley@jpenergypartners.com
Subject: Re: UDF - info - could this be a Ponzi scheme?

Trip,

Thanks for sending....I've been getting all the correspondence from a variety of real estate sources - there is quite the
buzz going on in our industry.

Interestingly, I ran into Mehrdad at the Monday night Town of Westlake meeting and he had a brave face and take on
the whole situation:

1. If the SEC was investigating in 2014, why did they let UDF raise Fund V unless there was no evidence of wrongdoing.
/,-\2. I don't really own $585 mm of the assets, I'm doing UDF a favor because owning land development assets is not REIT

qualified income.

3. I bought Greenlaw's house for him and flipped it to him.

4. Maybe I'll be able to buy some of the assets back from UDF on the cheap....

LAVAANNNNIER1



Message
_—

From: Parker Lewis [PL@haymancapital.com]
/== Sent: 9/9/2016 12:52:21 AM
To: Sylvester, Katherine [Katherine.Sylvester@edelman.com]
CC: Holmes, Allie [Allie.Holmes@edelman.com]
Subject: Re: UDF Exposed Email Analytics 9.1.16

Allie - can you give me a call either tonight or in the morning, we want to release one more presentation
tomorrow; I am putting the final touches on tonight and first thing in the morning. I know Friday
afternoon is not an optimal to release but we're not exactly going for a media rush so we just want to
get out before the weekend.

I've written a blog post as well so should be in a position to go final by mid-morning for an afternoon
posting if it works on your end, will forward the current draft for review

Parker Lewis

Hayman Capital Management L.P.

(o) 214.347.8043 | (m) 512.699.7480
PL@haymancapital.com<mailto:PL@haymancapital.com>

on Sep 1, 2016, at 2:07 PM, Sylvester, Katherine
<Katherine.Sylvester@edelman. com<mailto:Katherine.Sylvester@edelman.com>> wrote:

Hi Parker,

Attached is the updated spreadsheet with the total email opens and link clicks. As you’ll notice there
were only 3 additional email opens since last night’'s report - there have now been a total of 173 email
opens for a 52.9% open rate. Please let me know if there is any additional information you are looking
for today.

I also want to let you know that I will be out of the office beginning tomorrow through next Friday
(Sept. 9) so my response via email may be slightly delayed during this time. To ensure everything
/*"=\ continues to move smoothly, please make sure to keep Allie copied on all emails as well.

- Let me know if you have any questions.
Best,

Kate Sylvester
Edelman DC
Direct: 1.202.756.2422

This message may contain information which is confidential and/or attorney-client privileged. If you are
not the intended recipient, you are hereby notified that any dissemination, distribution or copying of
this communication is strictly prohibited. Please advise the sender immediately by reply email and delete
this message and any attachments without retaining a copy. Thank you.

<UDF Exposed Email Alert Analytics 9.1.16 230PM EST.x1Isx>
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Certificate of Service and Filing

Pursuant to Rule 150(c)(2), I certify that on March 28, 2019, I caused the foregoing to be
sent: (1) By courier service (original and 3 copies) directed to the Office of the Secretary,
Securities and Exchange Commission, 100 F Street NE, Washington DC 20549-1090, with an
electronic courtesy copy by email to apfilings@sec.gov. (2) By email and express delivery
service directed to Keefe M. Bernstein and David Whipple, Fort Worth Regional Office,
Securities and Exchange Commission, 801 Cherry Street, Suite 1900, Fort Worth, TX 76102,
and BernsteinK@sec.gov and WhippleDa@sec.gov.

/s/ William E. Donnelly






