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AMENDED AND RESTATED

PLEDGE AND SECURITY AGREEMENT

This AMENDED AND RESTATED PLEDGE AND SECURITY AGREEMENT (as
amended, modified and supplemented and in effect from time to time, this “Agreement™) dated
as of October ___, 2017, is from JMJAV LLC, a Texas limited liability company (“Pledgor”)
to JMJ DEVELOPMENT, LLC, a Texas limited liability company (together with its
successors and assigns, “Lender”),

RECITALS:

A. Pursuant to that certain Letter Loan Agreement of even date herewith between
TRWF LLC, a Delaware limited liability company (“Borrower”) and Lender (as amended,
restated, replaced, supplemented or otherwise modified, the “Loan Agreement™), Lender agreed
to make a loan in the amount of $3,800,000.00 (the “Loan™) to Borrower. Capitalized terms
used but not otherwise defined herein shall have the meanings given to them in the Loan
Agreement.

B. To secure Borrower’s obligations under the Loan Documents, Pledgor is required,
among other things, to pledge, and by this Agreement does pledge, among other things, all of its
right, title and interest in, to and under the Collateral {as defined below). Pledgor has executed
and delivered that certain Pledge and Security Agreement dated October  , 2017, and has
executed this Amended and Restated Pledge and Security Agreement in order to amend and
restate certain provisions of the Pledge and Security Agreement.

NOW, THEREFORE, in consideration of the foregoing and in order to induce Lender to
make the Loan, and for other good and valuable consideration, the receipt and sufficiency of
which is hereby acknowledged, the parties hereto hereby agree as follows:

ARTICLE I - GRANT OF SECURITY INTEREST; COLLATERAL

Section 1.1 Collateral. As security for the full and punctual payment of the Debt and
performance of Pledgor’s obligations under the Loan Documents and Pledgor’s obligations
under this Agreement (whether at stated maturity, by required prepayment, declaration,
acceleration, demand or otherwise, including without limitation the payment of amounts that
would become due but for the operation of the automatic stay under Section 362(a) of the
Bankruptcy Code, 11 U.S.C, §362(a)), whether allowed or allowable as claims) (collectively, the
“Secured Obligations™), Pledgor hereby grants, pledges, hypothecates, transfers and assigns to
Lender a first priority and continuing lien on, and first priority security interest, in, and, in
furtherance of such grant, pledge, hypothecation, transfer and assignment, hereby transfers and
assigns to Lender as collateral security, all of Pledgor’s right, title, ownership, equity or other
interests in and to the following, whether now owned or hereafler acquired, now existing or
hereafter arising and wherever located (collectively, the “Collateral”):

Security Agreement
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(&)  The legal and beneficial ownership interests in and to (including, without
limitation, all Equity Interests) the Persons described in Schedule 1 attached hereto (each, a
“Pledged Entity”) as and to the extent of the pledged Equity Interests described on said
Schedule 1 (collectively, the “Pledged Equity™);

(b)  all rights, privileges, general intangibles, payments intangibles, voting
rights, authority and power arising from its interest in the Pledged Equity;

(c) the capital of Pledgor and any and all profits, losses, Distributions (as
defined below), and allocations attributable to the Pledged Equity as well as the proceeds of any
Distribution thereof, whether arising under the terms of any Organizational Agreement (as
defined below) or otherwise;

(d) all other payments, if any, due or to become due, to Pledgor and all other
present or future claims by Pledgor against any Pledged Entity, or in respect of the Pledged
Equity, under or arising out of (i} any Organizational Agreement, (ii) monies loaned or
advanced, for services rendered or otherwise, and/or (iii) any other contractual obligations,
commercial fort claims, supporting obligations, damages, insurance proceeds, condemnation
awards or other amounts due to Pledgor from any Pledged Entity or with respect to the Pledged

Equity;

(e) Pledgor’s claims, rights, powers, privileges, authority, options, security
interests, liens and remedies, if any, under or arising out of the ownership of the Pledged Equity;

H to the extent permitted by applicable law, Pledgor’s rights, if any, in any
Pledged Entity pursuant to any Organizational Agreement, or at law, to exercise and enforce
every right, power, remedy, authority, option and privilege of Pledgor relating to the Pledged
Equity, including without limitation, the right to (i) execute any instruments and to take any and
all other action on behalf of and in the name of Pledgor in respect of the Pledged Equity, (ii)
exercise any and all voting, consent and management rights of Pledgor in or with respect to any
Pledged Entity, (iii) exercise any election (including, but not limited to, election of remedies) or
option or to give or receive any notice, consent, amendment, waiver or approval with respect to
any Pledged Entity, (iv) enforce or execute any checks, or other instruments or orders of any
Pledged Entity, and (v) file any claims and to take any action in connection with any of the
foregoing, together with full power and authority to demand, receive, enforce or collect any of
the foregoing or any property of any Pledged Entity;

(g) all Investment Property (as such term is defined in Section 9-102 of the
UCC (as defined below)) issued by or relating to any Pledged Entity, or otherwise relating to the
Pledged Equity;

(h)  all additional Equity Interests or other property, securities, or assets now
existing or hereafter acquired by Pledgor relating to a Pledged Entity, including, without
limitation, as a result of any consolidation, combinations, mergers, reorganizations, acquisitions,
exchange offers, recapitalizations of any type, contributions to capital, splits, spin-offs, or similar
actions or the exercise of options or other rights relating to the Pledged Equity;
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) all partnership certificates, member certificates, stock certificate, or any
other instrument, note, chattel paper or certificate (including, without limitation, all “certificated
securities” within the meaning of Section 8-102 of the UCC) (whether or not qualifying as
Investment Property) representing the Pledged Equity in any Pledged Entity and any interest of
Pledgor in the entries on the books of any financial intermediary pertaining to such centificates or
writings, and all options and warrants for the purchase of such Equity Interests now or hereafter
held in the name of Pledgor (collectively, “Certificated Securities”), and all Certificated
Securities in any Pledged Entity from time to time acquired by Pledgor in any manner, and any
interest of Pledgor in the entries on the books of any financial intermediary pertaining fo such
Certificated Securities, and all securities convertible into and options, warrants, dividends, cash,
instruments and other rights and options from time to time received, receivable or otherwise
distributed in respect of or in exchange for any or all of such Certificated Securities (including all
rights to request or cause the issuer thereof to register any or all of the Collateral under federal
and state securities laws to the maximum extent possible under any agreement for such
registration rights), and all put rights, tag-along rights or other rights pertaining to the sale or
other transfer of such Collateral, together in each case with all right under any Organizational
Agreements pertaining to such rights; and

) (i) all “proceeds” (as such term is defined in Section 9-102 of the UCC) of
any or all of the foregoing (whether cash or non-cash proceeds, including insurance proceeds),
(ii) whatever is receivable or received when any of the Collateral is sold, collected, exchanged or
otherwise disposed of, whether such disposition is voluntary or involuntary, and includes,
without limitation, all rights to payment, including return premiums, with respect to any
insurance relating thereto and also includes all interest, dividends and other property receivable
or received on account of any of the Collateral or proceeds thereof, and in any event, shail
include all Distributions or other income from any of the Collateral, all collections thereon or all
Distributions with respect thereto, and (iii) all proceeds, products, accessions, rents, prefits,
income, benefits, substitutions and replacements of and to any of the Collateral. The inclusion of
proceeds in the Collateral does not authorize Pledgor to sell, dispose of or otherwise use the
Collateral in any manner not specifically authorized hereby.

Section 1.2 Definitions. As used herein, the following terms shall have the following
respective meanings:

(@) “Distributions” means all dividends, distributions, liquidation proceeds,
cash, profits, instruments and other property and payments or economic benefits or interests to
which any Pledgor is entitled with respect to the Pledged Equity whether or not received by or
otherwise distributed to such Pledgor, whether such dividends, distributions, liquidation
proceeds, cash, profits, instruments and other property and economic benefits are paid or
distributed by the Pledged Entities in respect of operating profits, sales, exchanges, refinancing,
condemnations or insured losses of the company’s assets, the liquidation of the company’s assets
and affairs, management fees, guaranteed payments, repayment of loans, reimbursement of
expenses or otherwise in respect of or in exchange for any or all of the Pledged Equity.

(b) “Organizational Agreement” means the partnership agreement, limited
partnership agreement, operating agreement, limited liability company agreement, articles or
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certificate of organization, by-laws, certificate of formation and other organizational or
governing documents, as applicable, of any Pledged Entity.

(c) “UCC” means the Uniform Commercial Code, as in effect from time to
time in the State of Texas.

Section 1.3 Perfection of Security Interest. On or before the Closing Date, Pledgor
shall (a) deliver to Lender Certificated Securities representing all of the Pledged Equity, in form
and content acceptable to Lender, duly endorsed or subscribed in blank, or accompanied by
appropriate stock powers or other instruments of transfer, pledge or assignment, and enter into
such other arrangements as may be necessary to give control of any Investment Property to
Lender within the meaning of Section 8-106 of the UCC, (b) cause each Pledged Entity to
execute and deliver the Agreement and Acknowledgement attached hereto as Exhibit A (the
“Acknowledgement”), and (c) promptly take all other actions required to perfect the security
interest of Lender in the Collateral under applicable law. It is the intention of Pledgor and
Lender that at all times while the Loan remains outstanding, the Pledged Equity shall constitute
Investment Property, and, to that end, Pledgor shalil take, and shall canse each Pledged Entity to
take, all necessary action to obtain such classification pursuant to the UCC,

Section 1.4  Acts of Lender. All of the Collateral at any time delivered to Lender
pursuant to this Agreement shall be held by Lender subject to the terms, covenants and
conditions set forth in the Loan Documents. Neither Lender nor any of Lender’s directors,
officers, agents, employees or counsel shall be liable for any action taken or omitted to be taken
by such party or parties relative to any of the Collateral, except for such party’s or parties’ own
gross negligence or willful misconduct. Lender shall be entitled to rely in good faith upon any
writing or other document (including, without limitation, any telegram or e-mail) or any
telephone conversation reasonably believed by it to be genuine and correct and to have been
signed, sent or made by the proper Person (but Lender shall be entitled to such additional
evidence of authority or validity as it may, in its sole and absolute discretion request, but it shall
have no obligation to make any such request), and with respect to any legal matter, Lender may
rely in acting or in refraining from acting upon the advice of counsel selected by it conceming all
matters hereunder.

Section 1.5  Custody of Collateral. Lender shall not have any duty concerning the
collection or protection of the Collateral or any income thereon or payments with respect thereto,
or concerning the preservation of any rights pertaining thereto beyond exercising reasonable care
with respect to the custody of any tangible evidence of the Collateral actually in its possession.

ARTICLE 11 - POWERS OF PLEDGOR PRIOR TO AN EVENT OF DEFAULT

Section2.1  Distributions; Exercise of Rights. Unless an Event of Default has
occurred that is continuing, and subject to the terms of the Loan Documents, Pledgor shali be
entitled to (a) make payment of any cash Distributions allocable to the Collateral to Lender, in
accordance with the terms of the promissory note evidencing the Loan, and (b) exercise (but only
in a manner that will not (i) violate or be inconsistent with the terms hereof or of any other Loan
Document or (ii) have the effect of impairing the position or interests of Lender) the voting,
consent, administration, management and all other powers, rights and remedies of Pledgor with
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respect to the Collateral under the Organizational Agreements of any Pledged Entity (including
all other rights and powers thereunder which are pledged hereunder or otherwise). If Pledgor
shall become entitled to receive or shall receive from any Pledged Entity (A) any non-cash
Distribution as an addition to, on account of, in substitution of, or in exchange for the Collateral
or any part thereof, or (B) during the continuance of any Event of Default, any cash
Distributions, in either case the same shall immediately be remitted to Lender (in the exact form
received, with Pledgor’s endorsement or assignment or other instrument as Lender may deem
appropriate) to be held as additional Collateral for the Secured Obligations or for application
thereto, as applicable, and until so remitted, shall be received and held by Pledgor in frust and as
agent for Lender.

Section 2.2  Termination of Powers. Upon the occurrence of an Event of Default that
is continuing, all such powers, rights and remedies of Pledgor, which are conditionally permitted
pursuant to Section 2.1, shall cease and the provisions of Section 4 hereof shall apply.

ARTICLE III - REPRESENTATIONS, WARRANTIES AND
COVENANTS OF PLEDGOR

Pledgor hereby covenants with Lender, and represents and warrants to Lender, as of the
Closing Date as follows:

Section 3.1  Percentage Ownership. Pledgor owns 100% of the member interests in
JIMID4 LLC. Pledgor does not have outstanding any options or rights or other agreements to
acquire or sell or otherwise transfer all or any portion of any Pledged Equity.

Section3.2  Title to Collateral. Pledgor validly acquired and is the legal and beneficial
owner of the Collateral in which it has granted a security interest, and transferred a collateral
interest, herein, free and clear of all Liens except such as are created pursuant to this Agreement.
Pledgor has the legal right to pledge and grant a security interest in the Collateral as herein
provided without the consent of any other Person, other than any such consent that has been
obtained. Pledgor will have like title in, and the right to pledge, any other property at any time
hereafter acquired by Pledgor and pledged to Lender as Collateral hereunder.

Section3.3  Defense of Title, Pledgor will defend Lender’s right, title and interest in
and to the Collateral against the claims and demands of ali other Persons.

Section 3.4  No Transfer. Except for the Transfer effected by this Agreement, Pledgor
will not Transfer the Collateral, or any portion thereof, or suffer or permit any Transfer thereof to
occur except any made in accordance with the terms of the Loan Agreement. Any Transfer
made in violation of the foregoing provisions shall be an immediate Event of Default hereunder
without notice or opportunity fo cure and shall be void and of no force and effect.

Section 3.5  Perfected Security Interest. Giving effect to this Agreement, Lender has,
with respect to all Collateral owned by Pledgor on the Closing Date, and will have with respect
to any other property at any time hereafter acquired by Pledgor and pledged to Lender as
Collateral hereunder, a valid, perfected and continuing first lien upon and security interest in the
Collateral.

Secarity Agreement
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Section 3.6  No Financing Statements. Except for financing statements filed or to be
filed in favor of Lender as secured party, or such other financing statements expressly permitted
with Lender’s prior written consent, which may be withheld in Lender’s sole discretion, there are
not now, and will not in the future be, and Pledgor will not execute, any financing statements
under the UCC covering any or all of the Collateral, and no such financing statements are, or will
be, filed in any public office.

Section 3.7  Certificated Securities. Pledgor represents and warrants that all of the
Pledged Equity is issued in the form of Certificated Securities, Pledgor has delivered to Lender
all Certificated Securities constituting the Pledged Equity, duly indorsed in blank within the
meaning of the UCC, and each such Certificated Securities has been in the physical possession of
Pledgor at all times prior to such delivery to Lender. Pledgor covenants and agtees that it shall
not permit any Pledged Entity to convert existing Equity Interests, or issue new Equity Interests,
other than as Certificated Securities. Notwithstanding the foregoing, Pledgor shall promptly
notify Lender if any Equity Interests with respect to a Pledged Entity (whether now owned or
hereafter acquired by Pledgor) is not evidenced by a Certificated Security, and shall promptly
thereafter take all actions required to perfect the security interest of Lender in such Pledged
Equity under applicable law as required under Section 1.3. Pledgor further agrees to take such
additional actions as Lender deems necessary or desirable to effect the foregoing and to permit
Lender to exercise any of its rights and remedies hereunder and agrees to provide an opinion of
counsel satisfactory to Lender with respect to any such pledge of Equity Interests which are not
Certificated Securities promptly upon request of Lender. WITHOUT LIMITING THE EFFECT
OF THE IMMEDIATELY PRECEDING CLAUSE, PLEDGOR HEREBY GRANTS TO
LENDER AN IRREVOCABLE PROXY TO VOTE THE PLEDGED EQUITY AND TO
EXERCISE ALL OTHER RIGHTS, POWERS, PRIVILEGES AND REMEDIES TO WHICH
A HOLDER OF THE PLEDGED EQUITY WOULD BE ENTITLED (INCLUDING
WITHOUT LIMITATION (A) GIVING OR WITHHOLDING WRITTEN CONSENTS, (B)
CALLING SPECIAL MEETINGS, (C) VOTING AT SUCH MEETINGS, AND (D) VOTING
AT ANY TIME OR PLACE) WITH RESPECT TO ANY ACTION, DECISION,
DETERMINATION OR ELECTION BY THE PLEDGED ENTITIES OR THE HOLDERS OF
THE RESPECTIVE EQUITY INTERESTS THEREIN THAT THE PLEDGED EQUITY (OR
ANY NEW OR ADDITIONAL EQUITY INTEREST IN SUCH PLEDGED ENTITY) BE, OR
CEASE TO BE, A CERTIFICATED SECURITY, AND ALL OTHER MATTERS RELATED
TO ANY SUCH ACTION, DECISION, DETERMINATION OR ELECTION, WHICH PROXY
SHALL BE EFFECTIVE AUTOMATICALLY AND WITHOUT THE NECESSITY OF ANY
ACTION (INCLUDING ANY TRANSFER OF ANY PLEDGED EQUITY ON THE RECORD
BOOKS OF THE ISSUER THEREOF) BY ANY OTHER PERSON (INCLUDING THE
ISSUER OF THE PLEDGED EQUITY OR ANY OFFICER OR AGENT THEREOF) AS OF
THE DATE HEREOF) AND WHICH PROXY SHALL ONLY TERMINATE UPON THE
PAYMENT AND PERFORMANCE IN FULL OF THE SECURED OBLIGATIONS. THE
FOREGOING PROXY SHALL INCLUDE THE RIGHT TO SIGN PLEDGOR’S NAME (AS A
MEMBER, PARTNER OR SHAREHOLDER OF THE PLEDGED ENTITY) TO ANY
CONSENT, CERTIFICATE OR OTHER DOCUMENT RELATING TO THE PLEDGED
ENTITY THAT APPLICABLE LAW MAY PERMIT OR REQUIRE, TO CAUSE THE
PLEDGED EQUITY TC BE VOTED IN ACCORDANCE WITH THE PRECEDING
SENTENCE. PLEDGOR HEREBY REVOKES ALL OTHER PROXIES AND POWERS OF
ATTORNEY WITH RESPECT TO THE PLEDGED EQUITY THAT PLEDGOR MAY HAVE
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APPOINTED OR GRANTED, TO THE EXTENT SUCH PROXIES OR POWERS EXTEND
TO ANY OF THE MATTERS COVERED BY THE PROXY GRANTED PURSUANT TO
THIS SECTION 3.7. PLEDGOR WILL NOT GIVE A SUBSEQUENT PROXY OR POWER
OF ATTORNEY (AND IF GIVEN, WILL NOT BE EFFECTIVE) OR ENTER INTO ANY
OTHER VOTING AGREEMENT WITH RESPECT TO THE PLEDGED EQUITY WITH
RESPECT TO ANY OF THE MATTERS COVERED BY THE PROXY GRANTED
PURSUANT TO THIS SECTION 3.7. THE PROXIES AND POWERS GRANTED BY
PLEDGOR PURSUANT TO THiS AGREEMENT ARE COUPLED WITH AN INTEREST
AND ARE GIVEN TO SECURE THE PERFORMANCE OF THE PLEDGOR’S
OBLIGATIONS UNDER THIS AGREEMENT.

Section 3.8  Fully Paid and Non-Assessable. All of the Pledged Equity has been duly
authorized and validly created and is subject to no options to purchase or similar rights of any
Person. Pledgor is not, and will not become, a party to or otherwise be or become bound by any
agreement, other than this Agreement and the other Loan Documents, which restricts in any
manner the rights of any present or future holder of any of the Pledged Equity with respect
thereto. There are no setoffs, counterclaims or defenses with respect to the Collateral owned by
Pledgor and no agreement, oral or written, has been made with any other person or party under
which any deduction or discount may be claimed with respect to such Collateral and Pledgor
does not know of any fact which would prohibit or prevent such Pledgor assigning or granting a
security interest in the Collateral.

Section 3.9  Organizational Agreements. Attached hereto as Exhibit B are true,
correct, and complete copies of the Organizational Agreements of each Pledged Entity. The
Organizational Agreements are in full force and effect and have not been modified or amended
except as attached hereto. Pledgor is not in default of any of its obligations under the
Organizational Agreements. Pledgor shall not allow any Pledged Entity to (a) amend any
provision of its Organizational Agreements, (b) dissolve, liquidate, wind-up, merge or
consolidate with any other entity or (c) Transfer any of its respective assets and properties to any
Person except as permitted by the Loan Documents, The Organizational Agreements of each
Pledged Entity provide that (i) all owners of Equity Interests therein are authorized to pledge or
assign such Equity Interests to Lender, and that such pledge or assignment shall include all
voting, management and control rights and is not limited to economic rights; (ii) neither the
exercise by Lender of any right or remedy under the Loan Documents, including, foreclosure of
the interests, nor the transfer to Lender or its successor or assign of title to any interests in such
Pledged Entity, shall constitute a default or breach, or give rise to any right of first refusal or
option to purchase under the Organizational Agreement of such Pledged Entity; (iii) until the
Debt is paid in full: (A) no owners of Equity Interests in such Pledged Entity shall be entitled to
withdraw from such Pledged Entity or assign, encumber, or convey any interest in such Pledged
Entity {except in favor of Lender pursuant to the Loan Documents); (B) no Equity Interests in
such Pledged Entity shall be created, issued, redeemed, exchanged, diluted or modified; (C) such
Pledged Entity shall not be dissolved, either voluntarily or as the result of the withdrawal or
removal of any owners of Equity Interests in such Pledged Entity; and (D) the Organizational
Agreements of such Pledged Entity shall not be modified or terminated; and (iv) upon realization
of the Equity Interests by Lender pursuant to the Loan Documents, Lender has the right to
terminate all non-member managers of such Pledged Entity.
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Section 3.10  Authority, Enforceability, Etc. The execution, delivery and performance
of this Agreement by Pledgor will not cause a violation of or a default under the Organizational
Agreements of Pledgor or any Pledged Entity. The execution and delivery of this Agreement
and the performance of Pledgor’s obligations hereunder will not conflict with or result in a
breach of the terms or provisions of any (i) Legal Requirement, (ii) agreement to which any
Pledgor or any Pledged Entity is a party or by which any of its assets are bound, or (iii)
judgment, decree, arbitration award, or pending litigation to which Pledgor or any Pledged Entity
is subject. No approval by, authorization or consent of, or filing with any Governmental
Authority or any other Person is necessary in connection with the execution, delivery and
performance by Pledgor of this Agreement, or if such approval, authorization, or consent is
necessary, it has been obtained. This Agreement constitutes the valid and legally binding
obligations of Pledgor and is fully enforceable against Pledgor in accordance with its terms,
subject to the effects of bankruptcy, insolvency, reorganization, moratorium or similar laws
affecting the enforcement of creditors’ rights generally and limitations imposed by general
principles of equity. The jurisdiction of organization (as such term is defined in the UCC) and
place of business of Pledgor is set forth in the signature block of Pledgor. No change has been or
will be made in the jurisdiction of organization or place of business of Pledgor, ¢xcept upon at
least thirty (30) days’ prior notice to Lender.

ARTICLE IV - EVENTS OF DEFAULT AND REMEDIES
If an Event of Default shall occur:

Section4.]1  Transfer Rights. Lender shall have the right, at any time and from time to
time, to effect the Transfer of any or all of the Collateral, subject only to the provisions of the
UCC and any other applicable statute which, in accordance with such statute, cannot be waived,
in any one or more of the following ways:

(2) Register in the name of, or fransfer to, Lender, a nominee or nominees, or
designee or designees, of Lender (including, without limitation, deposit any and all of the
Collateral with any committee, depository, transfer agent, registrar or other designated agency
upon such terms and conditions as Lender may determine);

(b)  Sell, resell, assign and deliver, in Lender’s sole and absolute discretion,
any or all of the Collateral or any other security for the Secured Obligations (whether in whole or
in part and at the same or different times) and all right, title and interest, claim and demand
therein and right of redemption thereof, at public or private sale, for cash or upon credit (by
Lender only), in accordance with the applicable procedures specified in Section § hereof; and

(c) Proceed by a suit or suits at law or in equity to foreclose all or any part of
the security interests in the Collateral and sell the Collateral or any portion thereof, under a
judgment or decree of a court of competent jurisdiction, retaining during the duration of such
judicial enforcement all other rights with respect to the Collateral, including specifically the
rights specified hereafter in Section 5 hereof with respect to each Pledged Entity.

Section4.2  Voting Rights, Lender may exercise, either by itself or by its nominee or
designee, in the name of Pledgor, the rights, powers and remedies granted to Lender hereunder
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and under the other Loan Documents in respect of the Collateral at any time prior to effecting the
Transfer of such Collateral to Lender or its nominee or designee, or any third party purchasers, as
contemplated in Sections 4.1(a) and (b} above, and whether or not any judicial action as
contemplated in Sections 4.1(c) above has been commenced or is continuing prior to a final
unappealable judgment. Such rights and remedies shall include, without limitation, and Pledgor
hereby grants to Lender the right to exercise by delivering notice to Pledgor and the applicable
Pledged Entity, (a) all voting, consent, managerial and other rights relating to the Pledged
Equity, whether in Pledgor’s name or otherwise, including without limitation the right to appoint
officers, directors, managers and other similar positions and (b) the right to exercise Pledgor’s
rights, if any, of conversion, exchange, or subscription, or any other rights, privileges or options
pertaining to any of the Pledged Equity, including, without limitation, the right to exchange, at
Lender’s sole and absolute discretion, any and all of the Pledged Equity upon the merger,
consolidation, reorganization, recapitalization or other readjustment of such Pledged Entity, all
without liability, except to account for property actually received by Lender. Pledgor hereby
irrevocably authorizes and directs each Pledged Entity, on receipt of any such notice (i) to deem
and treat Lender or its nominee in all respects as a member, partner or shareholder, as applicable,
(and not merely an assignee of a member, partner or shareholder) of such Pledged Entity, entitled
to exercise all the rights, powers and privileges (including, without limitation, the right to vote on
or take any action with respect to such Pledged Entity matters pursuant to the Organizational
Agreement) thereof, to receive all Distributions, to be credited with the capital account and to
have all other rights, powers and privileges pertaining to such member, partner or sharehelder
interest, as applicable, to which Pledgor would have been entitled had Pledgor not executed this
Agreement, and (ii) to file an amendment to the Organizational Agreement of such Pledged
Entity admitting Lender or such nominee(s) as a member, partner or shareholder in place of
Pledgor.

Section 4.3  Power of Aftorney.

(a)  Pledgor hereby irrevocably authorizes and empowers Lender, and assigns
and transfers to Lender, and constitutes and appoints Lender and any of its assigns, its true and
lawful attorney-in-fact and as its agent with full power of substitution for Pledgor to proceed
from time to time in Pledgor’s name, in order to more fully vest in Lender the rights and
remedies provided for herein, in any statutory or non-statutory legal or other proceeding, without
limitation, any bankruptcy proceeding, affecting Pledgor, any Pledged Entity or the Collateral.

(b)  Lender and any of its assigns, or their respective nominees, may, to the
extent permitted by applicable law, either pursuant to such power-of-attorney or otherwise, take
any action and exercise and execute any insfrument that it determines necessary or advisable to
accomplish the purposes of this Agreement, including without limitation: (i) exccute and file
proof of claim with respect to any or all of the Collateral against any Pledged Entity and vote
such claims with respect to all or any portion of such Collateral (A) for or against any proposal
or resolution, (B) for a trustee or trustees or for a receiver or receivers or for a committee of
creditors, and/or (C) for the acceptance or rejection of any proposed arrangement, plan of
reorganization, composition or extension; (ii) receive, endorse and collect all drafts, checks and
other instruments for the payment of money made payable to Pledgor representing any interest,
payment of principal or other distribution payable in respect of the Collateral; (iii) execute
endorsements, assignments or other instruments of conveyance or transfer in respect of any other
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property which is or may become a part of the Collateral hereunder; and (iv) execute releases and
negotiate settlements, as appropriate, including on account of, or in exchange for, any or all of
the Collateral, or any payment or distribution received by Pledgor, or Lender on Pledgor’s
behalf.

(c) The foregoing power-of-attorney is irrevocable and coupled with an
interest, and any similar or dissimilar powers previously given by Pledgor in respect of the
Collateral or any Pledged Entity to any Person other than Lender are hereby revoked. The
power-of-attorney granted herein shall terminate automatically upon the termination of this
Agreement in accordance with the terms hereof.

Section4.4  Management Rights. Lender may at such time and from time to time
thereafier, without notice to, or consent of, Pledgor or any other Person (to the extent permitted
by law), but without affecting any of the Secured Obligations, in the name of Pledgor or in the
name of Lender: (a) notify any other party to make payment and performance directly to Lender,
(b) extend the time of payment and performance of, compromise or settle for cash, credit or
otherwise, and upon any terms and conditions, any obligations owing to Pledgor, or claims of
Pledgor under any Organizational Agreement of any Pledged Entity, as applicable, (c) file any
claims, commence, maintain or discontinue any actions, suits or other proceedings deemed by
Lender reasonably necessary or advisable for the purpose of collecting upon or enforcing any
Organizational Agreement of any Pledged Entity, and (d) execute any instrument and do all other
things deemed reasonably necessary and proper by Lender to protect and preserve and realize
upon the Collateral or any portion thereof and the other rights contemplated hereby.

Section 4.5  Right of Substitution. Lender shall have the right, without notice to or
consent of Pledgor, to become, or to designate its nominee, designee, agent or assignee to
become, a partner, member, officer or director, as applicable, of any Pledged Entity, in
substitution of any existing Person serving in such capacity.

Section4.6 UCC Rights. Lender may exercise all of the rights and remedies of a
secured party under the UCC.

Section 4.7  Lender Self-Help Rights.

(a) Subject to all applicable Legal Requirements, Lender shall have the right,
but not the obligation, to take any appropriate action as it, in its reasonable judgment, may deem
necessary to (i) cure any Event of Default, (i) cause any term, covenant, condition or obligation
required under this Agreement or other Loan Document to be promptly performed or observed
on behalf of Pledgor or (iii) protect the Collateral and any other security obtained pursuant to the
other Loan Documents. All amounts advanced by, or on behalf of, Lender in exercising its rights
under this Section 4 (including, without limitation, reasonable legal expenses and disbursements
incurred in connection therewith), together with interest thereon at the Defauit Rate from the date
of any such advance, shall be payable by Pledgor, to Lender upon demand therefor and shall be
secured by the Collateral.

(b)  Lender shall not be obligated to perform or discharge any obligation of
Pledgor or any Pledged Entity as a result of this Agreement. The acceptance by Lender of this
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Agreement shall not at any time or in any event obligate Lender to (i) appear in or defend any
action or proceeding relating to the Collateral to which it is not a party, or (ii) take any action
hereunder or thereunder, or expend any money or incur any expenses or perform or discharge
any obligation, duty or liability under the Collateral.

Section 4.8  Remedies Cumulative. The obligations of Pledgor under this Agreement
shall be absolute and unconditional and shall remain in full force and effect without regard to,
and shall not be released, suspended, discharged, terminated or otherwise affected by, any
circumstances or occurrence except as specifically provided in this Agreement. The rights,
powers and remedies of Lender under this Agreement shall be cumulative and not exclusive of
any other right, power or remedy which Lender may have against Pledgor or any other Person
pledging collateral pursuant to the other Loan Documents or existing at law or in equity or
otherwise. Lender’s rights, powers and remedies may be pursued singly, concurrently or
otherwise, at such time and in such order as Lender may determine in Lender’s sole and absolute
discretion, Lender shall have no duty to exercise any of the aforesaid rights, powers and
remedies and shall not be responsible for any failure to do so or delay in so doing.

Section 4.9  Notice of Exercise of Remedies. Pledgor hereby waives notice of
acceptance hereof, and except as otherwise specifically provided herein or required by provision
of law which may not be waived, hereby waives any and all notices or demands with respect to
any exercise by Lender of any rights or powers which it may have or to which it may be entitled
with respect to the Collateral.

ARTICLE YV - SALES OF THE COLLATERAL

Section 5.1  Right to Conduct Partial Sale of Collateral. In connection with any sale of
the Collateral, Lender may grant options and may impose reasonable conditions such as
requiring any purchaser to represent that any “securities” constituting any part of the Collateral
are being purchased for investment only. If all or any of the Collateral is sold at any such sale by
Lender to a third party upon credit, Lender shall not be liable for the failure of the purchaser to
purchase or pay for the same and, in the event of any such failure, Lender may resell such
Collateral. 1t is expressly agreed that Lender may exercise its rights with respect to less than all
of the Collateral, leaving unexercised its rights with respect to the remainder of the Collateral;
provided, however, that such partial exercise shall in no way restrict or jeopardize Lender’s right
to exercise its rights with respect to the remaining Collateral at a later time or times. Pledgor
hereby waives and releases any and all rights of redemption with respect to the sale of any
Collateral.

Section 5.2  Sale Procedures. No demand, advertisement or notice, all of which are
hereby expressly waived by Pledgor, shall be required in connection with any sale or other
disposition of all or any part of the Collateral, except that Lender shall give Pledgor at least ten
(10) days® prior notice of the time and place of any public sale or of the time and the place at
which any private sale or other disposition is to be made, which notice Pledgor hereby agrees is
reasonable. All other demands, advertisements and notices are hereby irrevocably waived by
Pledgor. The notice of such sale shall (a) in case of a public sale, state the time and place fixed
for such sale, (b) in case of a sale at a broker’s board or on a securities exchange, state the board
or exchange at which such sale is fo be made and the day on which the Collateral, or the portion
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thereof so being sold, first will be offered for sale at such beard or exchange and (c) in the case
of a private sale, state the date after which such sale may be consummated. Any such public sale
shall be held at such time or times within ordinary business hours and at such place or places as
Lender may fix in the notice of such sale.

Section 5.3  Adjournment; Credit Sale. Lender shall not be obligated to make any sale
of the Collateral if it shall determine, in its sole and absolute discretion, not to do so, regardless
of the fact that notice of sale may have been given, and Lender may without notice or publication
adjourn any public or private sale, and such sale may, without further notice, be made at the time
and place to which the same was so adjourned. Upon each public or private sale of all or any
portion of the Collateral, unless prohibited by any applicable statute which cannot be waived,
Lender (or its nominee or designee) may purchase all or any portion of the Collateral being sold,
free and clear of, and discharged from, any trusts, claims, equity or right of redemption of
Pledgor, all of which are hereby waived and released to the extent permitted by law, and may
make payment therefor by credit against any of the Secured Obligations in lieu of cash or any
other obligations,

Section 5.4  Expenses of Sale. In the case of any sale, public or private, of any portion
of or all of the Collateral, Pledgor shall be responsible for the payment of all reasonable costs
and expenses of every kind for the sale and delivery, including, without limitation, brokers’ and
reasonable attorneys’ fees and disbursements and any tax imposed thereon. The proceeds of the
sale of the Collateral shall be available to cover such costs and expenses, and, after deducting
such costs and expenses from the proceeds of the sale, Lender shall apply any remaining
amounts to the payment of the Secured Obligations in such order and priority as determined by
Lender in its sole and absolute discretion and in accordance with applicable law.

Section 5.5  No Public Registration of Sale. Pledgor is aware that Section 9-610(c) of
the UCC may restrict Lender’s ability to purchase the Coliateral at a private sale. Pledgor is also
aware that Securities and Exchange Commission (the “SEC"”) staff personnel have, over a period
of years, issued various No-Action Letters that describe procedures which, in the view of the
SEC staff, permit a foreclosure sale of securities to occur in a manner that is public for purposes
of Part 6 of Article 9 of the UCC, yet not public for purposes of Section 4(2) of the Securities
Act of 1933 (the “Securities Act”). Pledgor is also aware that Lender may wish to purchase
certain interests that are sold at a foreclosure sale, and Pledgor believes that such purchases
would be appropriate in circumstances in which such interests are sold in conformity with the
principles set forth in such No-Action Letters. Section 9-603 of the UCC permits Pledgor to
agree on the standards for determining whether Lender has complied with its obligations under
Section 9-610. Pursuant to Section 9-603 of the UCC, Pledgor specifically agrees that a
foreclosure sale conducted in conformity with the principles set forth in such No-Action Letters
(a) shall be considered to be a “public disposition” for purposes of Section 9-610(c) of the UCC;
(b) will be considered commercially reasonable notwithstanding that Lender has not registered or
sought to register the interests under the Securities Act, even if Pledgor or any Pledged Entity
agree to pay all costs of the registration process; and (c) shall be considered to be commercially
reasonable, notwithstanding that Lender purchases such interests at such a sale,

Section 5.6  Receipt of Sales Proceeds. Upon any sale of the Collateral, or any portion
thereof, by Lender hereunder (whether by virtue of the power of sale herein granted, pursuant to
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judicial process or otherwise), the receipt of the proceeds by Lender or the officer making the
sale shall be a sufficient discharge to the purchaser or purchasers of the Collateral so sold, and
such purchaser or purchasers shall not be obligated to see to the application of any part of the
purchase money paid over to Lender or such officer or be answerable in any way for the
misapplication or non-application thereof.

Section 5.7  Application of Collateral. All proceeds from the sale of all or any portion
of the Collateral, and all Distributions now or at any time hereafter received or retained by
Lender pursuant to the provisions of this Agreement shall be applied by Lender to the
satisfaction of the Secured Obligations in such order and priority as determined by Lender in its
sole and absolute discretion and in accordance with applicable law.

Section 5.8  Preferences. Lender shall have no obligation to marshal any assets in
favor of Pledgor or any other party or against, or in payment of, any or all of the Secured
Obligations. To the extent Pledgor makes a payment or payments fo Lender, which payment or
proceeds or any part thereof are subsequently invalidated, declared to be fraudulent or
preferential, set aside or required to be repaid to a trustee, receiver or any other party under any
bankruptcy law, state or federal law, common law or equitable cause, then, to the extent of such
payment or proceeds received, the Secured Obligations intended to be satisfied shall be revived
and continue in full force and effect, as if such payment or proceeds had not been received by
Lender.

ARTICLE VI - SECURITIES ACT

Section 6.1  Securities Registration. If an Event of Default shall have occurred that is
continuing and Pledgor shall have received from Lender a written request that Pledgor effect any
registration, qualification or compliance under any federal or state securities law or laws with
respect to all or any part of the Collateral, and such registration, qualification and/or compliance
is required under applicable federal or state securities law or laws, Pledgor as soon as practicable
and at its sole expense, agrees to use its best efforts to effect (and keep effective) such
registration, qualification and compliance as required under: (a) applicable federal or state
securities law or laws and as would permit or facilitate the sale and distribution of such
Collateral, including, without limitation, registration under the Securities Act, as then in effect
(or any similar statute then in effect), (b) applicable blue sky or other state securities laws and
(c) other government requirements. Lender shall furnish to Pledgor such information regarding
Lender as Pledgor may request in writing and as shall reasonably be required in connection with
any such registration, qualification or compliance. Pledgor will cause Lender to be kept
reasonably advised in writing as to the progress of each such registration, qualification or
compliance and as to the completion thereof, will furnish to Lender such number of
prospectuses, offering circulars or other documents incident thereto as Lender from time to time
may reasonably request, and will indemnify Lender and all others participating in the distribution
of such Collateral against all losses, liabilities, claims or damages caused by any untrue
statement (or alleged untrue statement) of a material fact contained therein (or in any related
registration statement, notification or the like) or by any omission (or alleged omission) to state
therein (or in any related registration statement, notification or the like) a material fact required
to be stated therein or necessary to make the statements therein not misleading, except insofar as
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the same may have been caused by an untrue statement or omission based upon information
furnished in writing to Pledgor by Lender expressly for use therein.

Section 6.2  Private Securities Sale. If at any time when Lender shall determine to
exercise its right to sell all or any part of the Collateral pursuant to Section 5, and such Collateral
or the part thereof to be sold shall not, for any reason whatsoever, be effectively registered under
the Securities Act, as then in effect, Lender may, in its sole and absolute discretion, sell such
Collateral or part thereof by private sale (for securities law purposes) in such manner and under
such circumstances as Lender may deem necessary or advisable in order that such sale may
legally be effected without such registration, provided that at least ten (10) days’ notice is given
to Pledgor in accordance with the private sale notice provisions of Section 5 hereof. Without
limiting the generality of the foregoing, in any such event Lender, in its sole and absolute
discretion (a) may proceed to make such private sale notwithstanding that a registration
statement for the purpose of registering such Collateral or part thereof shall have been filed
under such Securities Act, (b) may approach and negotiate with a single potential purchaser to
effect such sale and (c) may restrict such sale to a purchaser who will represent and agree that
such purchaser is purchasing for its own account, for investment, and not with a view to the
distribution or sale of such Collateral or part thereof. In the event of any such sale, Lender shall
incur no responsibility or liability for selling all or any part of the Collateral at a price which
Lender may in good faith deem reasonable under the circumstances, notwithstanding the
possibility that a substantially higher price might be realized if the sale were deferred until after
registration under the Securities Act.

ARTICLE VII - MISCELLANEOUS PROVISIONS

Section 7.1  Further Assurances. Pledgor hereby agrees to sign and deliver to Lender
financing statements, continuation statements and other documents, agreements, and instruments,
in form acceptable to Lender, and do such further acts, as Lender may from time to time
reasonably request or which are reasonably necessary to establish and maintain a valid and
perfected security interest in the Collateral (and to pay any filing fees relative thereto) or to
further assure or confirm Lender’s rights hereunder. Without limiting the foregoing, Pledgor
authorizes Lender, to the extent permitted by law, to file such financing statements and
amendments thereto and continuations thereof relating to all or any part of the Collateral without
the signature of Pledgor (including, to the extent permitted by law, to file a photographic or other
reproduction of this Agreement).

Section 7.2 No Release, Etc. No delay or omission to exercise any remedy, right or
power accruing upon a default or an Event of Default shall impair any such remedy, right or
power or shall be construed as a waiver thereof, but any such remedy, right or power may be
exercised from time to time and as often as may be deemed expedient. A waiver of any default
or Event of Default shall not be construed to be a waiver of any subsequent default or Event of
Default or to impair any remedy, right or power of Lender. Any and all of Lender’s rights with
respect to any Collateral shall continue unimpaired, and Pledgor shall be and remain obligated in
accordance with the terms hereof, notwithstanding, among other things: (a) any renewal,
extension, amendment or modification of, or addition or supplement to, or deletion from, this
Agreement or any other Loan Document or any other instrument or agreement referred to
therein, or any assignment or transfer of any thereof; (b) any waiver, consent, delay, extension of
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time, indulgence or other action or inaction under or in respect of this Agreement or any other
Loan Document; (c) any exercise or non-exercise of any right, remedy, power or privilege under
or in respect of this Agreement or any other Loan Document; (d) any sale, exchange, release,
surrender, or substitution of, or realization upon, any Collateral (except to the extent otherwise
specifically agreed to by Lender) or any other security held by Lender to secure the Debt; (e) the
furnishing to or acceptance by Lender of any additional security to secute the Debt; or (f) any
invalidity, irregularity or unenforceability of all or any part of the Secured Obligations or of any
security therefor.

Section 7.3  Notices. All notices, consents, approvals, demands and requests required
or permitted hereunder shall be given in the manner set forth in the Loan Agreement.

Section 7.4  Governing Law; Submission to Jurisdiction.

(8 THIS AGREEMENT WAS NEGOTIATED IN THE STATE OF
TEXAS AND THE LOAN WAS MADE BY LENDER AND ACCEPTED BY PLEDGOR
IN THE STATE OF TEXAS, WHICH STATE THE PARTIES AGREE HAS A
SUBSTANTIAL RELATIONSHIP TO THE PARTIES AND TO THE UNDERLYING
TRANSACTION EMBODIED HEREBY, AND IN ALL RESPECTS, INCLUDING,
WITHOUT LIMITING THE GENERALITY OF THE FOREGOING, MATTERS OF
CONSTRUCTION, VALIDITY AND PERFORMANCE, THIS AGREEMENT, THE
NOTE AND THE OTHER LOAN DOCUMENTS AND THE OBLIGATIONS ARISING
HEREUNDER AND THEREUNDER SHALL BE GOVERNED BY, AND CONSTRUED
IN ACCORDANCE WITH, THE LAWS OF THE STATE OF TEXAS APPLICABLE TO
CONTRACTS MADE AND PERFORMED IN SUCH STATE (WITHOUT REGARD TO
PRINCIPLES OF CONFLICTS OF LAWS) AND ANY APPLICABLE LAW OF THE
UNITED STATES OF AMERICA. TO THE FULLEST EXTENT PERMITTED BY
LAW, PLEDGOR HEREBY UNCONDITIONALLY AND IRREVOCABLE WAIVES
ANY CLAIM TO ASSERT THAT THE LAW OF ANY OTHER JURISDICTION
GOVERNS THIS AGREEMENT, THE NOTE AND/OR THE OTHER LOAN
DOCUMENTS, AND THIS AGREEMENT, THE NOTE AND THE OTHER LOAN
DOCUMENTS SHALL BE GOVERNED BY AND CONSTRUED IN ACCORDANCE
WITH THE LAWS OF THE STATE OF TEXAS,

(b) ANY LEGAL SUIT, ACTION OR PROCEEDING AGAINST
LENDER OR PLEDGOR ARISING OUT OF OR RELATING TO THIS AGREEMENT
OR THE OTHER LOAN DOCUMENTS MAY AT LENDER’S OPTION BE
INSTITUTED IN ANY FEDERAL OR STATE COURT IN THE CITY OF DALLAS,
COUNTY OF DALLAS, AND PLEDGOR WAIVES ANY OBJECTIONS WHICH IT
MAY NOW OR HEREAFTER HAVE BASED ON VENUE AND/OR FORUM NON
CONVENIENS OF ANY SUCH SUIT, ACTION OR PROCEEDING, AND PLEDGOR
HEREBY IRREVOCABLY SUBMITS TO THE JURISDICTION OF ANY SUCH
COURT IN ANY SUIT, ACTION OR PROCEEDING. PLEDGOR DOES HEREBY
DESIGNATE AND APPOINT:

Security Agreement
JMJ Development, LLC-JMJAV LLC 15

App.407




Case 3:22-cv-02118-X Document 181 Filed 03/10/23 Page 20 of 207 PagelD 5098

JMJAV LLC
1755 Wittington Place, Suite 340
Farmers Branch, Texas 75234

AS ITS AUTHORIZED AGENT TO ACCEPT AND ACKNOWLEDGE ON ITS BEHALF
SERVICE OF ANY AND ALL PROCESS WHICH MAY BE SERVED IN ANY SUCH
SUIT, ACTION OR PROCEEDING IN ANY FEDERAL OR STATE COURT IN
DALLAS, TEXAS, AND AGREES THAT SERVICE OF PROCESS UPON SUCH
AGENT AT SUCH ADDRESS AND NOTICE OF SUCH SERVICE MAILED OR
DELIVERED TO PLEDGOR IN THE MANNER PROVIDED HEREIN SHALL BE
DEEMED IN EVERY RESPECT EFFECTIVE SERVICE OF PROCESS UPON
PLEDGOR IN ANY SUCH SUIT, ACTION OR PROCEEDING IN THE STATE OF
TEXAS. PLEDGOR (I) SHALL GIVE PROMPT WRITTEN NOTICE TO LENDER OF
ANY CHANGED ADDRESS OF ITS AUTHORIZED AGENT HEREUNDER, (II) MAY
AT ANY TIME AND FROM TIME TO TIME DESIGNATE A SUBSTITUTE
AUTHORIZED AGENT WITH AN OFFICE IN DALLAS, TEXAS (WHICH
SUBSTITUTE AGENT AND OFFICE SHALL BE DESIGNATED AS THE PERSON
AND ADDRESS FOR SERVICE OF PROCESS), AND (III) SHALL PROMPTLY
DESIGNATE SUCH A SUBSTITUTE IF ITS AUTHORIZED AGENT CEASES TO
HAVE AN OFFICE IN DALLAS, TEXAS OR IS DISSOLVED WITHOUT LEAVING A
SUCCESSOR. NOTHING CONTAINED HEREIN SHALL AFFECT THE RIGHT OF
LENDER TO SERVE PROCESS IN ANY OTHER MANNER PERMITTED BY LAW
OR TO COMMENCE LEGAL PROCEEDINGS OR OTHERWISE PROCEED
AGAINST PLEDGOR IN ANY OTHER JURISDICTION.

Section 7.5  Scverability. Wherever possible, each provision of this Agreement shall
be interpreted in such manner as {o be effective and valid under applicable law, but if any
provision of this Agreement shall be prohibited by or invalid under applicable law, such
provision shall be ineffective to the extent of such prohibition or invalidity, without invalidating
the remainder of such provision or the remaining provisions of this Agreement.

Section 7.6  Modification; Waiver in Writing =~ No modification, amendment,
extension, discharge, termination or waiver of any provision of this Agreement, nor consent to
any departure by Pledgor therefrom, shall in any event be effective unless the same shall be in a
writing signed by the party against whom enforcement is sought, and then such waiver or
consent shall be effective only in the specific instance, and for the purpose, for which given.
Except as otherwise expressly provided herein, no notice to, or demand on Pledgor, shall entitle
Pledgor to any other or future notice or demand in the same, similar or other circumstances.

Section 7.7 Number and Gender. All references to sections and exhibits are to
sections and exhibits in or to this Agreement unless otherwise specified. Unless otherwise
specified, the words “hereof,” “herein” and “hereunder” and words of similar import when used
in this Agreement shall refer to this Agreement as a whole and not to any particular provision,
article, section or other subdivision of this Agreement. Unless otherwise specified, all meanings
attributed to defined terms herein shall be equally applicabie to both the singular and plural
forms of the terms so defined. Whenever the context may require, any pronouns used herein
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shall include the corresponding masculine, feminine or neuter forms, and the singular form of
nouns and pronouns shall include the plural and vice versa.

Section 7.8 Headings, Etc. The headings and captions of vatious paragraphs of this
Agreement are for the convenience of reference only and are not to be construed as defining or
limiting, in any way, the scope or intent of the provisions hereof.

Section 7.9 Counterparts. This Agreement may be executed in several counterparts,
each of which counterparts shall be deemed an original instrument and all of which together shall
constitute a single Agreement. The failure of any party hereto to execute this Agreement, or any
counterpart hereof, shall not relieve the other signatories from their obligations hereunder.

Section 7.10 Remedies of Pledgor. If a claim or adjudication is made that Lender or its
agents or nominees, has acted unreasonably, or has unreasonably delayed acting, in any case
where by law or under this Agreement or the other Loan Documents, Lender or such agent or
nominee, as the case may be, has an obligation to act reasonably or promptly, Pledgor agrees that
neither Lender nor its agents, shall be liable for any monetary damages, and Pledgor’s sole
remedies shall be limited to commencing an action seeking injunctive relief or declaratory
judgment. The parties hereto agree that any action or proceeding to determine whether Lender
has acted reasonably shall be determined by an action seeking declaratory judgment.

Section 7.11 Entire Agreement. This Agreement and the other Loan Documents
embody the final, entire agreement of Pledgor and Lender with respect to the Secured
Obligations and supersedes any and all prior commitments, agreements, representations, and
understandings, whether written or oral, relating to the subject matter hereof. This Agreement is
intended by Pledgor and Lender as a final and complete expression of the terms of the
Agreement, and no course of dealing between Pledgor and Lender, no course of performance, no
trade practices, and no evidence of prior, contemporaneous or subsequent oral agreements or
discussions or other extrinsic evidence of any nature shall be used to contradict, vary,
supplement or modify any term of this Agreement. There are no oral agreements between
Pledgor and Lender.

Section 7.12  Waiver of Right to Trial by Jury. PLEDGOR HEREBY AGREES NOT
TO ELECT A TRIAL BY JURY OF ANY ISSUE TRIABLE OF RIGHT BY JURY, AND
WAIVES ANY RIGHT TO TRIAL BY JURY FULLY TO THE EXTENT THAT ANY SUCH
RIGHT SHALL NOW OR HEREAFTER EXIST WITH REGARD TO THIS AGREEMENT,
OR ANY CLAIM, COUNTERCLAIM OR OTHER ACTION ARISING IN CONNECTION
THEREWITH. THIS WAIVER OF RIGHT TO TRIAL BY JURY IS GIVEN KNOWINGLY
AND VOLUNTARILY BY PLEDGOR, AND IS INTENDED TO ENCOMPASS
INDIVIDUALLY EACH INSTANCE AND EACH ISSUE AS TO WHICH THE RIGHT TO A
TRIAL BY JURY WOULD OTHERWISE ACCRUE. LENDER IS HEREBY AUTHORIZED
TO FILE A COPY OF THIS PARAGRAPH IN ANY PROCEEDING AS CONCLUSIVE
EVIDENCE OF THIS WAIVER BY PLEDGOR.

Section 7.13  Successors and Assigns. This Agreement and all obligations of Pledgor
hereunder shall be binding upon the successors and assigns of Pledgor, except that Pledgor,
unless otherwise expressly provided in the Loan Agreement and then only to the extent provided
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therein, shall not have the right to assign its rights hereunder or any interest herein without the
prior written consent of Lender, Lender shall have the right to assign its interest in this
Agreement and all rights and remedies of Lender hereunder shall inure to the benefit of Lender
and its participants, successors and assigns. Neither this Agreement nor anything set forth herein
is intended to, nor shall it, confer any rights on any person or entity other than the parties hereto
and all third party rights are expressly negated.

Section 7.14 Termination. Upon the indefeasible payment and performance in full of
the Secured Obligations, this Agreement shall terminate and upon Lender’s execution and
delivery to Pledgor of documents prepared by Pledgor and acceptable to Lender, which shali,
upon such execution and delivery, terminate Lender’s Lien on the Collateral.

Section 7.15 Conversion Option. Upon thirty (30) days’ notice (the “Exercise Notice),
Lender shall be entitled to exercise an option to acquire the Collateral from Pledgor for the
consideration of $100.00.

(a) As a condition to the exercise of such option and the closing thereunder,
the following conditions shall be satisfied: (i) Lender (or Lender’s assignee) shall have received
approval for a TPA (Transfer of Physical Assets) from HUD for transfer of the ownership of
D4DS LLC, (ii) all fees owed to Timothy Barton or his affiliates for developer’s fees shall have
been paid in full, and (iii) payment of $100.00 to exercise the option of the transfer by Pledgor
of the Collateral to Lender or Lender’s assignee which will document the transfer of control of
D4DS LLC. Upon receipt of such notice, Pledgor shall assemble all organizational documents,
records, tax returns and other information related to each Pledged Entity (the “Pledged Entity
Documents”) for delivery to Lender. Lender shall furnish Pledgor with assignments for the
absolute transfer and conveyance of the Collateral to Lender, and Pledgor shall execute and
deliver such assignments to Lender at the closing of the sale, which shall be held on or before the
thirty (30) days following the Exercise Notice. Such assignments shall contain such terms and
provisions, including warranties and representations concerning the Collateral, as shall be
required by and satisfactory to Lender. At the closing, Pledgor shall deliver to Lender all of the
Pledged Entity Documents, At the closing, the consideration for exercise of the option shall be
that all of the indebtedness evidenced by the Loan shall be deemed satisfied in consideration of
the transfer and conveyance of the Collateral to Lender.

(b)  In the alternative, upon receipt of the Exercise Notice, Pledgor may elect
to transfer to Lender the D4DS Property instead of and in place of the Collateral (the “Project
Transfer”). In such event, Pledgor shall notify Lender in writing of such election and Lender
shall have five (5) days within which to consent to the Project Transfer, which consent shall not
be unreasonably withheld. As a condition to the exercise of the Project Transfer and the closing
thereunder, the following conditions shall be satisfied: (i) Lender (or Lender’s assignee) shall
have received approval for a TPA (Transfer of Physical Assets) from HUD for transfer of the
ownership of the D4DS Property, (ii) all fees owed to Timothy Barton or his affiliates for
developer’s fees shall have been paid in full, (iii) payment of $100.00 to exercise the option of
the transfer by Pledgor of the D4DS Property to Lender or Lender’s assignee, and (iv) Each of
Enoch Investments, LLC and TRWF LLC, who have executed and delivered Amended and
Restated Pledge and Security Agreements related to ownership interests in D4DS LLC, shall also
have elected to transfer the D4DS Property to Pledgor. Upon receipt of such notice, Pledgor
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shall assemble all documents related to the D4DS Property and other information related to the
D4DS Property (the “Project Transfer Documents”) for delivery to Lender. Lender shall furnish
Pledgor with deeds and assignments for the absolute transfer and conveyance of the D4DS
Property to Lender, and Pledgor shall cause D4DS to execute and deliver any and all such deeds
and assignments to Lender at the closing of the sale, which shall be held on or before the thirty
(30) days following the Exercise Notice {or within such time frame as may be necessary to
obtain the TPA approval. Such deeds and assignments shall contain such terms and provisions,
including warranties and representations concerning the Collateral, as shall be required by and
satisfactory to Lender, At the closing, Pledgor shall deliver to Lender all of the Project Transfer
Documents. At the closing, the consideration for exercise of the option shall be that all of the
indebtedness evidenced by the Loan shall be deemed satisfied in consideration of the transfer and
conveyance of the D4DS Property to Lender,

(¢)  Notwithstanding any other term or provision of this Section 7.15 to the
contrary, upon exercise of the option and delivery of the Exercise Notice, Pledgor, each of Enoch
Investments, LLC, and TRWF LLC, by and through D4DS LLC, as the owner of the D4DS
Property, shall have the right to transfer and convey the D4DS Property to Lender in lieu of any
transfer of the Collateral.

Section 7.16  Liability of Pledgor. Subject to the qualifications below, Lender shall not
enforce the liability and obligation of Pledgor to perform and observe the obligations contained
in the Note, this Agreement or the other Loan Documents by any action or proceeding wherein a
money judgment shall be sought against Pledgor, except that Lender may bring a foreclosure
action, an action for specific performance or any other appropriate action or proceeding to enable
Lender to enforce and realize upon its interest under the Note, this Agreement and the other Loan
Documents, or in the Collateral given to Lender pursuant to the Loan Documents; provided,
however, that, except as specifically provided hercin, any judgment in any such action or
proceeding shall be enforceable against Pledgor only to the extent of Pledgor’s interest in the
Collateral given to Lender, and Lender, by accepting the Note, this Agreement and the other
Loan Documents, agrees that it shall not sue for, seek or demand any deficiency judgment
against Pledgor in any such action or proceeding under or by reason of or under or in connection
with the Note, this Agreement or the other Loan Documents, The provisions of this Section shall
not, however, (i) constitute a waiver, release or impairment of any obligation evidenced or
secured by any of the Loan Documents; (ii) impair the right of Lender to name Pledgor as a party
defendant in any action or suit for foreclosure and sale under the Loan Documents; (iii) affect the
validity or enforceability of or any guaranty made in connection with the Loan or any of the
rights and remedies of Lender thereunder; or (iv) impair the right of Lender to obtain the
appointment of a receiver.

Nothing contained herein shall in any manner or way release, affect or impair the right of
Lender to recovet, and Pledgor shall be fully and personally liable and subject to legal action, for
any loss, cost, expense, damage, claim or other obligation (including without limitation
reasonable attorneys® fees and court costs) incurred or suffered by Lender arising out of or in
connection with the following:
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fraud or intentional misrepresentation by Pledgor in connection with the Loan or
the D4DS Loan (hereinafter defined);

the gross negligence or willful misconduct of Pledgor in connection with the Loan
or the D4DS Loan;

material physical waste of the Collateral or the D4DS Property;

the removal or disposal of any portion of the Collateral or any personal property
located on the D4DS Property after an Event of Default;

the misappropriation, misapplication or conversion by Pledgor of (A) any
insurance proceeds paid by reason of any loss, damage or destruction to the D4DS
Property, (B) any awards received in connection with a condemnation of all or a portion
of the D4DS Property, (C) any rents following an Event of Default, or (D) any rents paid
more than one month in advance;

failure to pay charges for labor or materials or other charges or judgments that
can create liens on any portion of the D4DS Property,

any security deposits, advance deposits or any other deposits collected with
respect to the D4DS Property which are not delivered to Lender upon a foreclosure of the
D4DS Property or action in lieu thereof, except to the extent any such security deposits
were applied in accordance with the terms and conditions of any of the leases for the
D4DS Property prior to the occurrence of the Event of Default that gave rise to such
foreclosure or action in lieu thereof; or

@) if Pledgor or any affiliate of Pledgor contests, impedes, delays or opposes
the exercise by Lender of any enforcement actions, remedies or other rights it has under
or in connection with this Agreement or the other Loan Documents; provided that
Pledgor shall not be liable to the extent of any applicable loss, damage, cost, expense,
liability, claim or other obligation arising solely from a defense of Pledgor or any affiliate
of Pledgor raised in good faith.

Notwithstanding anything to the contrary in this Agreement, the Note or any of the Loan
Documents,

Lender shall not be deemed to have waived any right which Lender may have
under Section 506(a), 506(b), 1111(b) or any other provisions of the Bankruptcy Code to
file a claim for the full amount of the debt secured by the Loan Documents or to require
that all Collateral shall continue to secure all of the debt owing to Lender in accordance
with the Loan Documents, and

the Loan shall be fully recourse to Pledgor
in the event of: (1) Pledgor or Debtor filing a voluntary petition under the
Bankruptcy Code or any other Federal or state bankruptcy or insolvency law; (2)
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the filing of an involuntary petition against Pledgor or Debtor under the
Bankruptcy Code or any other Federal or state bankruptcy or insolvency law in
which Pledgor or Debtor colludes with, or otherwise assists such person, or
solicits or causes to be solicited petitioning creditors for any involuntary petition
against Pledgor or Debtor from any person; (3) Pledgor or Debtor filing an answer
consenting to or otherwise acquiescing in or joining in any involuntary petition
filed against it, by any other person under the Bankruptcy Code or any other
Federal or state bankruptcy or insolvency law; (4) Pledgor or Debtor consenting
to or acguiescing in or joining in an application for the appointment of a
custodian, receiver, trustee, or examiner for Pledgor or Debtor or any portion of
the Property; (5) Pledgor or Debtor making an assighment for the benefit of
creditors, or admitting, in writing or in any legal proceeding, its insolvency or
inability to pay its debts as they become due:

(1) if Pledgor fails to permit review or inspections of the records related to
the Collateral, fails to provide financial information, or comply with
any representation, warranty or covenant set forth in any of the Loan
Documents (2) if Pledgor fails to obtain Lender’s prior written consent
to any indebtedness or voluntary lien encumbering the Collateral; or
(4) if Pledgor fails to obtain Lender’s prior written consent to any
transfer of the Collateral.

For purposes of this Agreement, the following terms shall have the following meanings:

“D4DS Loan” shall mean any loan made to D4DS LLC, and secured by any real property owned
by D4DS LLC.

“D4DS Property” means the real property and improvements owned by D4DS LLC,
including but not limited to the Bellwether Ridge Apartments.

Section 7.17 Budget Approval. Pledgor will submit the contract with the general
contractor (including the budget contained therein) for the construction of the Bellwether Ridge
Apartments on the D4DS Property to Lender for Lender’s prior written approval (the “Approved
Budget™). Pledgor will not agree to any change orders from the Approved Budget without first
obtaining Lender’s prior written approval. If any change order to the Approved Budget is not
approved or denied by Lender within five (5) Business Days after submission by Pledgor, it shall
be decmed approved, so as not to delay construction.

[Pledgor’s Signature Appears on Next Page]

IN WITNESS WHEREQF, the parties hereto have caused this Agreement to be executed
and delivered by its duly authorized officer on the date first set forth above.

PLEDGOR:
JIMJAV LLC
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a Texas limited liability ce
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Schedule 1
Pledgor Pledged Entity Equity Interest
JIMJAV LLC IMID4 LLC 1% of the member interests in
JMID4 LILC
Security Agreement
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Exhibit A
AGREEMENT AND ACKNOWLEDGMENT

THE UNDERSIGNED hereby agrees, acknowledges and consents to the execution and
delivery to JMJ Development, LLC, a Texas limited liability company (together with its
successors, assignees, and designees for the purposes hereof, “Lender”), of the Pledge and
Security Agreement to which this Agreement and Acknowledgement is attached (the “Pledge
Agreement”) made by JMJAV LLC, a Texas limited liability company (“Pledgor™), as
collateral security for the payment and performance of the Secured Obligations described
therein, and the assignment and pledge thereby to Lender by Pledgor of all of each Pledgor’s
right, title and interest to the Collateral described therein. All capitalized terms used herein not
otherwise defined herein shall have the meanings ascribed to such terms in the Pledge
Agreement.

For good and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, the undersigned hereby represents, warrants, covenants and agrees for the benefit
of Lender as follows:

1. Representations and Warranties. The undersigned represents and warrants that
(a) the execution and delivery of the Pledge Agreement does not violate any of such
undersigned’s Organizational Agreements or any other agreement to which such undersigned is a
party or by which any of the property of such undersigned is bound, (b) the undersigned has not
entered into a control agreement perfecting a security interest in any of the Equity Interests in
favor of any other party, (c) the Collateral is not subject to any security interest or lien in favor of
any Person other than Lender and has not been pledged, transferred or assigned to, and is not
otherwise in the control of, any Person other than Lender, (d) the undersigned does not have any
present claim, right of offset, or counterclaim against Pledgor under or with respect to the
Collateral or otherwise under any of the undersigned’s Organizational Agreements, (¢) Pledgor is
not in default to the undersigned or otherwise under or in respect of any of their respective
obligations under any of such undersigned’s Organizational Agreements, and (f) all of the
representations and warranties of Pledgor made in the Pledge Agreement are true, accurate and
complete in all material respects.

2. Covenants and Agreements.

(a) Books and Records. The undersigned (i) shall cause all of its respective
books and records to reflect the pledge of the Collateral to Lender and agrees not to consent to or
to permit any transfer thereof or any other action that may be taken by Pledgor that might
constitute an Event of Default 5o long as any of the Secured Obligations remain outstanding, (ii)
agrees that Lender and/or its representatives may, upon reasonable advance notice and at any
reasonable time during normal business hours, inspect the books, records and properties of such
undersigned, and (iii) shall deliver to Lender financial statements of each of the Pledged Entities
and of D4DS LLC, containing such detail and information as Lender may request.

(b)  UCC Matters. The undersigned confirms, agrees and acknowledges that
() all of the Pledged Equity in the undersigned is and shall continue to be certificated securities
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in registered form within the meaning of, and governed by, Article 8 (including, without
limitation, Section 8-106) of the UCC, (ii) such Pledged Equity is and shall continue to be
evidenced by one (1) certificate issued to Pledgor, as its sole member, (iii) that each such
certificate has been validly issued and is fully paid for, (iv) that each such certificate represents
and embodies ali right, title and interest in and to the Pledged Equity, (v) that each such original
certificate that has been physically delivered to Lender, was in the physical possession of
Pledgor at all times prior to such delivery to Lender, and has been duly indorsed in blank within
the meaning of the UCC, (vi) that each such certificate has not been modified or amended and
remains in full force and effect, (vii) that ownership of each such certificate is registered in the
respective books and records of the undersigned in the name of Pledgor, subject only to the
pledge thereof in favor of Lender as security for the Secured Obligations, (viii) notwithstanding
any provisions in the Organizational Agreements, Pledgor is hereby authorized and permitted to
pledge, assign and grant a security interest in the Collateral in favor of Lender pursuant to the
Pledge Agreement, (ix) this Agreement and Acknowledgment is intended to, and shall, provide
Lender with “control” over the Collateral within the meaning of Articles 8 and 9 of the UCC, (x)
it shall comply with all instructions relating to the Collateral originated by Lender without
further authorization or consent from Pledgor, the intention of such covenant being to comply
with Section 8-106(c)(2) of the UCC, and (xi) no Equity Interest other than those represented and
evidenced by such certificates in the undersigned is valid or will be recognized by the
undersigned.

(c) Organizational Agreements. The undersigned shall not suffer or permit its
Organizational Agreements to be amended or modified without the prior written consent of
Lender. The representations and warranties set forth in Section 3.9 of the Pledge Agreement are
true and correct.

(d)  Notices; Defaults. The undersigned shall give Lender a copy of all
notices, reports or communications received or given pursuant to its Organizational Agreements
promptly after the same shall have been received or contemporaneously with the giving thereof,
as the case may be. The undersigned shall permit Lender the right to cure any default by Pledgor
under the Organizational Agreements, and no notice of any default by Pledgor with respect to the
Organizational Agreements shall be effective unless and until such notice has been received by
Lender; provided, however, in no event shall Lender be obligated to cure such default. Lender
shall have fifteen (15) days in excess of the amount of time to cure any such default as given to
Pledgor under the Organizational Agreements, as measured from the date notice of such default
has been received by Lender.

(e) Proxy. The undersigned acknowledges the powers and proxies granted
pursuant to Section 3.7 of the Pledge Agreement and agrees that Lender shall have the sole right
during the term of the Pledge Agreement to vote the Pledged Equity with respect to all such
matters.

® Restrictive Legend. The undersigned acknowledges and agrees that each
certificate representing any of the Pledged Equity shall be marked by the undersigned with a
legend reading as follows:
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“THE MEMBERSHIP INTERESTS EVIDENCED HEREBY ARE SUBJECT TO AN
IRREVOCABLE PROXY AGREEMENT (A COPY OF WHICH MAY BE OBTAINED
FROM THE ISSUER) AND BY ACCEPTING ANY INTEREST IN SUCH MEMBERSHIP
INTERESTS THE PERSON HOLDING SUCH INTERESTS SHALL BE DEEMED TO
AGREE TO AND SHALL BECOME BOUND BY ALL OF THE PROVISIONS OF SUCH
AGREEMENT.”

The undersigned agrees that, during the term of the Pledge Agreement, it will not
remove, and will not permit to be removed (upon registration of transfer, reissuance or
otherwise), the legend from any such certificate and will place or cause to be placed the legend
on any new certificate issued to represent the interests theretofore represented by a certificate
carrying a legend.

(g)  The undersigned Pledged Entities acknowledge that all of the member
interest in each of the Pledged Entities has been pledged to Lender in order to secure the Loan
(as defined in the Pledge Agreement). Pursuant to the terms of the Loan, payments are to be
made thereunder from the PE Accounts. The PE Accounts are defined as all bank accounts,
savings accounts, brokerage accounts and any other accounts in the name of or maintained by
any of the Pledged Entities and into which any of their funds are deposited. Each of the
undersigned hereby consents to and agrees to deliver any funds in any of the PE Accounts to
Lender, as required by the promissory note which evidences the Loan and in accordance with the
terms thereof.

3. Events of Default; Sales of Collateral. The undersigned hereby agrees that during
the continuance of an Event of Default, (a) all Distributions will be made directly to Lender,
(b) Lender shall have the sole and exclusive right to exercise all voting, consensual and other
powers of ownership pertaining to the Collateral, (¢) Lender may take any reasonable action
which Lender may deem necessary for the maintenance, preservation and protection of any of
the Collateral or Lender’s security interests therein, including, without limitation, the right to
declare any or all Secured Obligations to be immediately due and payable without demand or
notice and the right to transfer any of the Pledged Equity or other Collateral into Lender’s name
or the name of any designee or nominee of Lender, (d) Lender may dispose of the Collateral in
accordance with Articles 8 and 9 of the UCC and the provisions of the Pledge Agreement, in
which case, notwithstanding anything to the contrary in the Organizational Agreements, (i)
Lender, or its designee or assign, shall automatically be admitted as a sharcholder, member or
partner, as the case may be, of the undersigned and shall be entitled to receive all benefits and
exercise all rights in connection therewith pursuant to the Organizational Agreements of the
undersigned, (ii) the undersigned shali recognize Lender {or its designee or assign) as the
successor in interest to Pledgor, and (iii) notwithstanding any provisions to the contrary in the
Organizational Agreements, Lender shall not be required to pay any fees or other consideration
of any type, or execute any documents, or be limited by any requirements or conditions
whatsoever (regarding Distributions receivable by Lender from the undersigned, Lender’s
financial condition or otherwise), other than any such requirements, if any, that are expressly set
forth in the Loan Documents.

4, No Liability. Notwithstanding the security interests of Lender in the Collateral or
any of its rights hereunder, (a) Lender shall have no obligation or liability whatsoever for matters
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in connection with the Pledged Equity arising or occurring, directly or indirectly, prior to
Lender’s (or its designee’s, successor’s or assign’s) becoming a shareholder, member or partner,
as the case may be, of the undersigned, and except to the extent set forth in the Loan Documents,
Pledgor shall have no liability for matters in connection with the Pledged Equity arising from
events first occurring after Lender’s (or its designee’s, successor’s or assign’s) acquisition
through foreclosure of the Pledged Equity, and (b) Lender shall not be obligated to perform any
of the obligations or duties of Pledgor under any of the undersigned’s Organizational
Agreements, or to take any action to collect or enforce any claim for payment due Pledgor
arising thereunder,

5. Transfers. The undersigned acknowledges that the security interest of Lender in
the Collateral and all of Lender’s rights and remedies under the Pledge Agreement may be freely
transferred or assigned by Lender. In the event of any such transfer or assignment, all of the
provisions of this Agreement and Acknowledgment shall inure to the benefit of the transferees,
successors, and/or assigns of Lender. The provisions of this Agreement and Acknowledgment
shall likewise be binding upon any and all permitted transferees, successors and assigns of the
undersigned.

6. Further Assurances. The undersigned shall, from time to time, promptly execute
and deliver such further instruments, documents and agreements, and perform such further acts
as may be reasonably necessary or proper to carry out and effect the terms of the Pledge
Agreement and this Agreement and Acknowledgment.

7. Reliance. This Agreement and Acknowledgment is being given to induce Lender
to accept the Pledge Agreement and with the understanding that Lender will rely hereon.

8. Counterparts. This Agreement and Acknowledgment may be executed in
counterparts.

9. Miscellaneous. The provisions of Article VII of the Pledge Agreement are hereby
incorporated herein by this reference (with all references to Pledgor therein deemed to mean and
refer to the undersigned).

[The remainder of this page is intentionally left blank.}

Security Agreement
JMJ Development, LLC-JMJIAV LLC 4

App.419




Case 3:22-cv-02118-X Document 181 Filed 03/10/23 Page 32 of 207 PagelD 5110

IN WITNESS WHEREQOF, the parties hereto have caused this Agreement to be executed
and delivered by its duly authorized officer as of October __, 2017.

Pledged Entity:
JMJID4 LLC

By:
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Exhibit B

Organizational Agreements
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AMENDED AND RESTATED

PLEDGE AND SECURITY AGREEMENT

This AMENDED AND RESTATED PLEDGE AND SECURITY AGREEMENT (as
amended, modified and supplemented and in effect from time to time, this “Agreement™) dated
as of October __ , 2017, is from ENOCH INVESTMENTS, LLC, a Delaware limited liability
company (“Pledgor”) to JMJ DEVELOPMENT, LLC, a Texas limited liability company
(together with its successors and assigns, “Lender”).

RECITALS:

A. Pursuant to that certain Letter Loan Agreement of even date herewith between
TRWF LLC, a Delaware limited liability company (“Borrower™) and Lender (as amended,
restated, replaced, supplemented or otherwise modified, the “Loan Agreement”), Lender agreed
to make a loan in the amount of $3,800,000.00 (the “Loan”) to Borrower. Capitalized terms
used but not otherwise defined herein shall have the meanings given to them in the Loan
Agreement.

B. To secure Borrower’s obligations under the Loan Documents, Pledgor is required,
among other things, to pledge, and by this Agreement does pledge, among other things, all of its
right, title and interest in, to and under the Collateral (as defined below). Pledgor has executed
and delivered that certain Pledge and Security Agreement dated October _ , 2017, and has
executed this Amended and Restated Pledge and Security Agreement in order to amend and
restate certain provisions of the Pledge and Security Agreement.

NOW, THEREFORE, in consideration of the foregoing and in order to induce Lender to
make the Loan, and for other good and valuable consideration, the receipt and sufficiency of
which is hereby acknowledged, the parties hereto hereby agree as follows:

ARTICLE I - GRANT OF SECURITY INTEREST; COLLATERAL

Section 1.1  Collateral. As security for the full and punctual payment of the Debt and
performance of Pledgor’s obligations under the Loan Documents and Pledgor’s obligations
under this Agreement (whether at stated maturity, by required prepayment, declaration,
acceleration, demand or otherwise, including without limitation the payment of amounts that
would become due but for the operation of the automatic stay under Section 362(a) of the
Bankruptcy Code, 11 U.S.C. §362(a)), whether allowed or allowable as claims) (collectively, the
“Secured Obligations™), Pledgor hereby grants, pledges, hypothecates, transfers and assigns to
Lender a first priority and continuing lien on, and first priority security interest, in, and, in
furtherance of such grant, pledge, hypothecation, transfer and assignment, hereby transfers and
assigns to Lender as coilateral security, all of Pledgor’s right, title, ownership, equity or other
interests in and to the following, whether now owned or hereafter acquired, now existing or
hereafter arising and wherever located (collectively, the “Collateral™):
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(a)  The legal and beneficial ownership interests in and to (including, without
limitation, all Equity Interests) the Persons described in Schedule 1 attached hercto (each, a
“Pledged Entity”) as and to the extent of the pledged Equity Interests described on said
Schedule 1 (collectively, the “Pledged Equity™);

(b)  ail rights, privileges, general intangibles, payments intangibles, voting
rights, authority and power arising from its interest in the Pledged Equity;

(c)  the capital of Pledgor and any and all profits, losses, Distributions (as
defined below), and allocations attributable to the Pledged Equity as well as the proceeds of any
Distribution thereof, whether arising under the terms of any Organizational Agreement (as
defined below) or otherwise;

(d)  all other payments, if any, due or to become due, to Pledgor and all other
present or future claims by Pledgor against any Pledged Entity, or in respect of the Pledged
Equity, under or arising out of (i) any Organizational Agreement, (ii) monies loaned or
advanced, for services rendered or otherwise, and/or (iii) any other contractual obligations,
commercial tort claims, supporting obligations, damages, insurance proceeds, condemnation
awards or other amounts due to Pledgor from any Pledged Entity or with respect to the Pledged

Equity;

{e)  Pledgor’s claims, rights, powers, privileges, authority, options, security
interests, liens and remedies, if any, under or arising out of the ownership of the Pledged Equity;

® to the extent permitted by applicable law, Pledgor’s rights, if any, in any
Pledged Entity pursuant to any Organizational Agreement, or at law, to exercise and enforce
every right, power, remedy, authority, option and privilege of Pledgor relating to the Pledged
Equity, including without limitation, the right to (i) execute any instruments and to take any and
all other action on behalf of and in the name of Pledgor in respect of the Pledged Equity, (ii)
exercise any and all voting, consent and management rights of Pledgor in or with respect to any
Pledged Entity, (iii) exercise any election (including, but not limited to, election of remedies) or
option or to give or receive any notice, consent, amendment, waiver or approval with respect to
any Pledged Entity, (iv) enforce or execute any checks, or other instruments or orders of any
Pledged Entity, and (v) file any claims and to take any action in connection with any of the
foregoing, together with full power and authority to demand, receive, enforce or coilect any of
the foregoing or any property of any Pledged Entity;

(g)  all Investment Property (as such term is defined in Section 9-102 of the
UCC (as defined below)) issued by or relating to any Pledged Entity, or otherwise relating to the
Pledged Equity;

(h) all additional Equity Interests or other property, securities, or assets now
existing or hereafter acquired by Pledgor relating to a Pledged Entity, including, without
limitation, as a result of any consolidation, combinations, mergers, reorganizations, acquisitions,
exchange offers, recapitalizations of any type, contributions to capital, splits, spin-offs, or similar
actions or the exercise of options or other rights relating to the Pledged Equity;
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(i) all partnership certificates, member certificates, stock certificate, or any
other instrument, note, chattel paper or certificate (including, without limitation, all “certificated
securities” within the meaning of Section 8-102 of the UCC) (whether or not qualifying as
Investment Property) representing the Pledged Equity in any Pledged Entity and any interest of
Pledgor in the entries on the books of any financial intermediary pertaining to such certificates or
writings, and all options and warrants for the purchase of such Equity Interests now or hereafter
held in the name of Pledgor (collectively, “Certificated Securities”), and all Certificated
Securities in any Pledged Entity from time to time acquired by Pledgor in any manner, and any
interest of Pledgor in the entries on the books of any financial intermediary pertaining to such
Certificated Securities, and all securities convertible into and options, warrants, dividends, cash,
instruments and other rights and options from time to time received, receivable or otherwise
distributed in respect of or in exchange for any or all of such Certificated Securities (including al
rights to request or cause the issuer thereof to register any or all of the Collateral under federa!
and state securities laws to the maximum extent possible under any agreement for such
registration rights), and all put rights, tag-along rights or other rights pertaining to the sale or
other transfer of such Collateral, together in each case with all right under any Organizational
Agreements pertaining to such rights; and

() (i) all “proceeds™ (as such term is defined in Section 9-102 of the UCC) of
any or all of the foregoing (whether cash or non-cash proceeds, including insurance proceeds),
(i) whatever is receivable or received when any of the Collateral is sold, collected, exchanged or
otherwise disposed of, whether such disposition is voluntary or involuntary, and includes,
without limitation, all rights to payment, including return premiums, with respect to any
insurance relating thereto and also includes all interest, dividends and other property receivable
or received on account of any of the Collateral or proceeds thereof, and in any event, shall
include all Distributions or other income from any of the Collateral, all collections thereon or all
Distributions with respect thereto, and (iii) all proceeds, products, accessions, rents, profits,
income, benefits, substitutions and replacements of and to any of the Collateral. The inclusion of
proceeds in the Collateral does not authorize Pledgor to sell, dispose of or otherwise use the
Collateral in any manner not specifically authorized hereby.

Section 1.2 Definitions. As used herein, the following terms shall have the following
respective meanings:

(a) “Distributions” means all dividends, distributions, liquidation proceeds,
cash, profits, instruments and other property and payments or economic benefits or interests to
which any Pledgor is entitled with respect to the Pledged Equity whether or not received by or
otherwise distributed to such Pledgor, whether such dividends, distributions, liquidation
proceeds, cash, profits, instruments and other property and economic benefits are paid or
distributed by the Pledged Entities in respect of operating profits, sales, exchanges, refinancing,
condemnations or insured losses of the company’s assets, the liquidation of the company’s assets
and affairs, management fees, guaranteed payments, repayment of loans, reimbursement of
expenses or otherwise in respect of or in exchange for any or all of the Pledged Equity.

(b)  “Organizational Agreement” means the partnership agreement, limited
partnership agreement, operating agreement, limited liability company agreement, articles or
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certificate of organization, by-laws, certificate of formation and other organizational or
governing documents, as applicable, of any Pledged Entity.

(c) “UCC” means the Uniform Commercial Code, as in effect from time to
time in the State of Texas.

Section 1.3 Perfection of Security Interest. On or before the Closing Date, Pledgor
shall (a) deliver to Lender Certificated Securities representing all of the Pledged Equity, in form
and content acceptable to Lender, duly endorsed or subscribed in blank, or accompanied by
appropriate stock powers or other instruments of transfer, pledge or assignment, and enter into
such other arrangements as may be necessary to give control of any Investment Property to
Lender within the meaning of Section 8-106 of the UCC, (b) cause each Pledged Entity to
execute and deliver the Agreement and Acknowledgement attached hereto as Exhibit A (the
“Acknowledgement™), and (c) promptly take all other actions required to perfect the security
interest of Lender in the Collateral under applicable law. It is the intention of Pledgor and
Lender that at all times while the Loan remains outstanding, the Pledged Equity shall constitute
Investment Property, and, to that end, Pledgor shall take, and shall cause each Pledged Entity to
take, all necessary action to obtain such classification pursuant to the UCC.

Section 1.4  Acts of Lender. All of the Collateral at any time delivered to Lender
pursuant to this Agreement shall be held by Lender subject to the terms, covenants and
conditions set forth in the Loan Documents, Neither Lender nor any of Lender’s directors,
officers, agents, employees or counsel shall be liable for any action taken or omitted to be taken
by such party or parties relative to any of the Collateral, except for such party’s or parties’ own
gross negligence or willful misconduct. Lender shall be entitled to rely in good faith upon any
writing or other document (including, without limitation, any telegram or e-mail) or any
telephone conversation reasonably believed by it to be genuine and correct and to have been
signed, sent or made by the proper Person (but Lender shall be entitled to such additional
evidence of authority or validity as it may, in its sole and absolute discretion request, but it shall
have no obligation to make any such request), and with respect to any legal matter, Lender may
rely in acting or in refraining from acting upon the advice of counsel selected by it concerning all
matters hereunder.

Section 1.5  Custody of Collateral. Lender shall not have any duty concerning the
collection or protection of the Collateral or any income thereon or payments with respect thereto,
or concerning the preservation of any rights pertaining thereto beyond exercising reasonable care
with respect to the custody of any tangible evidence of the Collateral actually in its possession.

ARTICLE II - POWERS OF PLEDGOR PRIOR TO AN EVENT OF DEFAULT

Section 2.1  Distributions: Exercise of Rights. Unless an Event of Default has
occurred that is continuing, and subject to the terms of the Loan Documents, Pledgor shall be
entitled to (a) make payment of any cash Distributions allocable to the Collateral to Lender, in
accordance with the terms of the promissory note evidencing the Loan, and (b) exercise (but only
in a manner that will not (i) violate or be inconsistent with the terms hereof or of any other Loan
Document or (ii) have the effect of impairing the position or interests of Lender) the voting,
consent, administration, management and all other powers, rights and remedies of Pledgor with
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respect to the Collateral under the Organizational Agreements of any Pledged Entity {(including
all other rights and powers thereunder which are pledged hereunder or otherwise). If Pledgor
shall become entitled to receive or shall receive from any Pledged Entity (A) any non-cash
Distribution as an addition to, on account of, in substitution of, or in exchange for the Collateral
or any part thereof, or (B) during the continuance of any Event of Default, any cash
Distributions, in either case the same shall immediately be remitted to Lender (in the exact form
received, with Pledgor’s endorsement or assignment or other instrument as Lender may deem
appropriate) to be held as additional Collateral for the Secured Obligations or for application
thereto, as applicable, and until so remitted, shall be received and held by Pledgor in trust and as
agent for Lender.

Section 2.2 Termination of Powers. Upon the occurrence of an Event of Default that
is continuing, all such powers, rights and remedies of Pledgor, which are conditionally permitted
pursuant to Section 2.1, shall cease and the provisions of Section 4 hereof shall apply.

ARTICLE 1If - REPRESENTATIONS, WARRANTIES AND
COVENANTS OF PLEDGOR

Pledgor hereby covenants with Lender, and represents and warrants to Lender, as of the
Closing Date as follows:

Section3.1  Percentage Ownership. Pledgor owns 100% of the member interests in
JMJD4 LLC. Pledgor does not have outstanding any options or rights or other agreements to
acquire or sell or otherwise transfer all or any portion of any Pledged Equity.

Section 3.2  Title to Collateral. Pledgor validly acquired and is the legal and beneficial
owner of the Collateral in which it has granted a security interest, and transferred a collateral
interest, herein, free and clear of all Liens except such as are created pursuant to this Agreement,
Pledgor has the legal right to pledge and grant a security interest in the Collateral as herein
provided without the consent of any other Person, other than any such consent that has been
obtained. Pledgor will have like title in, and the right to pledge, any other property at any time
hereafter acquired by Pledgor and pledged to Lender as Collateral hereunder.

Section 3.3  Defense of Title. Pledgor will defend Lender’s right, title and interest in
and to the Collateral against the claims and demands of all other Persons.

Section 3.4  No Transfer. Except for the Transfer effected by this Agreement, Pledgor
will not Transfer the Collateral, or any portion thereof, or suffer or permit any Transfer thereof to
occur except any made in accordance with the terms of the Loan Agreement, Any Transfer
made in violation of the foregoing provisions shall be an immediate Event of Default hereunder
without notice or opportunity to cure and shall be void and of no force and effect.

Section 3.5  Perfected Security Interest. Giving effect to this Agreement, Lender has,
with respect to all Collateral owned by Pledgor on the Closing Date, and will have with respect
to any other property at any time hereafter acquired by Pledgor and pledged to Lender as
Collateral hereunder, a valid, perfected and continuing first lien upon and security interest in the
Collateral.
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Section 3.6  No Financing Statements. Except for financing statements filed or to be
filed in favor of Lender as secured party, or such other financing statements expressly permitted
with Lender’s prior written consent, which may be withheld in Lender’s sole discretion, there are
not now, and will not in the future be, and Pledgor will not execute, any financing statements
under the UCC covering any or all of the Collateral, and no such financing statements are, or will
be, filed in any public office.

Section 3.7  Certificated Securities. Pledgor represents and warrants that all of the
Pledged Equity is issued in the form of Certificated Securities, Pledgor has delivered to Lender
all Certificated Securities constituting the Pledged Equity, duly indorsed in blank within the
meaning of the UCC, and each such Certificated Securities has been in the physical possession of
Pledgor at all times prior to such delivery to Lender. Pledgor covenants and agrees that it shall
not permit any Pledged Entity to convert existing Equity Interests, or issue new Equity Interests,
other than as Certificated Securities. Notwithstanding the foregoing, Pledgor shall promptly
notify Lender if any Equity Interests with respect to a Pledged Entity (whether now owned or
hereafter acquired by Pledgor) is not evidenced by a Certificated Security, and shall promptly
thereafter take all actions required to perfect the security interest of Lender in such Pledged
Equity under applicable law as required under Section 1.3. Pledgor further agrees to take such
additional actions as Lender deems necessary or desirable to effect the foregoing and to permit
Lender to exercise any of its rights and remedies hereunder and agrees to provide an opinion of
counsel satisfactory to Lender with respect to any such pledge of Equity Interests which are not
Certificated Securities promptly upon request of Lender. WITHOUT LIMITING THE EFFECT
OF THE IMMEDIATELY PRECEDING CLAUSE, PLEDGOR HEREBY GRANTS TO
LENDER AN IRREVOCABLE PROXY TO VOTE THE PLEDGED EQUITY AND TO
EXERCISE ALL OTHER RIGHTS, POWERS, PRIVILEGES AND REMEDIES TO WHICH
A HOLDER OF THE PLEDGED EQUITY WOULD BE ENTITLED (INCLUDING
WITHOUT LIMITATION (A) GIVING OR WITHHOLDING WRITTEN CONSENTS, (B)
CALLING SPECIAL MEETINGS, (C) VOTING AT SUCH MEETINGS, AND (D) VOTING
AT ANY TIME OR PLACE) WITH RESPECT TO ANY ACTION, DECISION,
DETERMINATION OR ELECTION BY THE PLEDGED ENTITIES GR THE HOLDERS OF
THE RESPECTIVE EQUITY INTERESTS THEREIN THAT THE PLEDGED EQUITY (OR
ANY NEW OR ADDITIONAL EQUITY INTEREST IN SUCH PLEDGED ENTITY) BE, OR
CEASE TO BE, A CERTIFICATED SECURITY, AND ALL OTHER MATTERS RELATED
TO ANY SUCH ACTION, DECISION, DETERMINATION OR ELECTION, WHICH PROXY
SHALL BE EFFECTIVE AUTOMATICALLY AND WITHOUT THE NECESSITY OF ANY
ACTION (INCLUDING ANY TRANSFER OF ANY PLEDGED EQUITY ON THE RECORD
BOOKS OF THE ISSUER THEREOF) BY ANY OTHER PERSON (INCLUDING THE
ISSUER OF THE PLEDGED EQUITY OR ANY OFFICER OR AGENT THEREOF) AS OF
THE DATE HEREOF) AND WHICH PROXY SHALL ONLY TERMINATE UPON THE
PAYMENT AND PERFORMANCE IN FULL OF THE SECURED OBLIGATIONS. THE
FOREGOING PROXY SHALL INCLUDE THE RIGHT TO SIGN PLEDGOR’S NAME (AS A
MEMBER, PARTNER OR SHAREHOLDER OF THE PLEDGED ENTITY) TO ANY
CONSENT, CERTIFICATE OR OTHER DOCUMENT RELATING TO THE PLEDGED
ENTITY THAT APPLICABLE LAW MAY PERMIT OR REQUIRE, TO CAUSE THE
PLEDGED EQUITY TO BE VOTED IN ACCORDANCE WITH THE PRECEDING
SENTENCE. PLEDGOR HEREBY REVOKES ALL OTHER PROXIES AND POWERS OF
ATTORNEY WITH RESPECT TO THE PLEDGED EQUITY THAT PLEDGOR MAY HAVE
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APPOINTED OR GRANTED, TO THE EXTENT SUCH PROXIES OR POWERS EXTEND
TO ANY OF THE MATTERS COVERED BY THE PROXY GRANTED PURSUANT TO
THIS SECTION 3.7. PLEDGOR WILL NOT GIVE A SUBSEQUENT PROXY OR POWER
OF ATTORNEY (AND IF GIVEN, WILL NOT BE EFFECTIVE) OR ENTER INTO ANY
OTHER VOTING AGREEMENT WITH RESPECT TO THE PLEDGED EQUITY WITH
RESPECT TO ANY OF THE MATTERS COVERED BY THE PROXY GRANTED
PURSUANT TO THIS SECTION 3.7. THE PROXIES AND POWERS GRANTED BY
PLEDGOR PURSUANT TO THIS AGREEMENT ARE COUPLED WITH AN INTEREST
AND ARE GIVEN TO SECURE THE PERFORMANCE OF THE PLEDGOR’S
OBLIGATIONS UNDER THIS AGREEMENT.

Section 3.8  Fully Paid and Non-Assessable. All of the Pledged Equity has been duly
authorized and validly created and is subject to no options to purchase or similar rights of any
Person. Pledgor is not, and will not become, a party to or otherwise be or become bound by any
agreement, other than this Agreement and the other Loan Documents, which restricts in any
manner the rights of any present or future holder of any of the Pledged Equity with respect
thereto. There are no setoffs, counterclaims or defenses with respect to the Collateral owned by
Pledgor and no agreement, oral or written, has been made with any other person or party under
which any deduction or discount may be claimed with respect to such Collateral and Pledgor
does not know of any fact which would prohibit or prevent such Pledgor assigning or granting a
security interest in the Coliateral.

Section 3.9  Organizational Agreements. Attached hereto as Exhibit B are true,
correct, and complete copies of the Organizational Agreements of each Pledged Entity. The
Organizational Agreements are in full force and effect and have not been modified or amended
except as attached hereto. Pledgor is not in default of any of its obligations under the
Organizational Agreements. Pledgor shall not allow any Pledged Entity to (a) amend any
provision of its Organizational Agreements, (b) dissolve, liquidate, wind-up, merge or
consolidate with any other entity or (c) Transfer any of its respective assets and properties to any
Person except as permitted by the Loan Documents. The Organizational Agreements of each
Pledged Entity provide that (i) all owners of Equity Interests therein are authorized to pledge or
assign such Equity Interests to Lender, and that such pledge or assignment shall include all
voting, management and control rights and is not limited to economic rights; (ii) neither the
exercise by Lender of any right or remedy under the Loan Documents, including, foreclosure of
the interests, nor the transfer to Lender or its successor or assign of title to any interests in such
Pledged Entity, shall constitute a default or breach, or give rise to any right of first refusal or
option to purchase under the Organizational Agreement of such Pledged Entity; (iii) until the
Debt is paid in full: (A) no owners of Equity Interests in such Pledged Entity shall be entitled to
withdraw from such Pledged Entity or assign, encumber, or convey any interest in such Pledged
Entity (except in favor of Lender pursuant to the Loan Documents); (B) no Equity Interests in
such Pledged Entity shall be created, issued, redeemed, exchanged, diluted or modified; (C) such
Pledged Entity shall not be dissolved, either voluntarily or as the result of the withdrawal or
removal of any owners of Equity Interests in such Pledged Entity; and (D) the Organizational
Agreements of such Pledged Entity shall not be modified or terminated; and (iv) upon realization
of the Equity Interests by Lender pursuant to the Loan Documents, Lender has the right to
terminate all non-member managers of such Pledged Entity.

Security Agreement
JMJ Development, LLC-Enoch Investments, LLC 7

App.429



Case 3:22-cv-02118-X Document 181 Filed 03/10/23 Page 42 of 207 PagelD 5120

Section 3.10 Authority, Enforceability, Etc. The execution, delivery and performance
of this Agreement by Pledgor will not cause a violation of or a default under the Organizational
Agreements of Pledgor or any Pledged Entity. The execution and delivery of this Agreement
and the performance of Pledgor’s obligations hereunder will not conflict with or result in a
breach of the terms or provisions of any (i) Legal Requirement, (ii} agreement to which any
Pledgor or any Pledged Entity is a party or by which any of its assets are bound, or (ii)
judgment, decree, arbitration award, or pending litigation to which Pledgor or any Pledged Entity
is subject. No approval by, authorization or consent of, or filing with any Governmental
Authority or any other Person is necessary in connection with the execution, delivery and
performance by Pledgor of this Agreement, or if such approval, authorization, or consent is
necessary, it has been obtained. This Agreement constitutes the valid and legaily binding
obligations of Pledgor and is fully enforceable against Pledgor in accordance with its terms,
subject to the effects of bankruptcy, insolvency, reorganization, moratorium or similar laws
affecting the enforcement of creditors’ rights generally and limitations imposed by general
principles of equity. The jurisdiction of organization (as such term is defined in the UCC) and
place of business of Pledgor is set forth in the signature block of Pledgor. No change has been or
will be made in the jurisdiction of organization or place of business of Pledgor, except upon at
least thirty (30) days’ prior notice to Lender.

ARTICLE 1V - EVENTS OF DEFAULT AND REMEDIES
If an Event of Default shall occur:

Section4.1  Transfer Rights. Lender shall have the right, at any time and from time to
time, to effect the Transfer of any or all of the Collateral, subject only to the provisions of the
UCC and any other applicable statute which, in accordance with such statute, cannot be waived,
in any one or more of the following ways:

(a) Register in the name of, or transfer to, Lender, a nominee or nominees, or
designee or designees, of Lender (including, without limitation, deposit any and all of the
Collateral with any committee, depository, transfer agent, registrar or other designated agency
upon such terms and conditions as Lender may determine);

(b) Sell, resell, assign and deliver, in Lender’s sole and absolute discretion,
any or all of the Collateral or any other security for the Secured Obligations (whether in whole or
in part and at the same or different times) and all right, title and interest, claim and demand
therein and right of redemption thereof, at public or private sale, for cash or upon credit (by
Lender only), in accordance with the applicable procedures specified in Section S hereof; and

(c) Proceed by a suit or suits at law or in equity to foreclose all or any part of
the security interests in the Collateral and sell the Collateral or any portion thereof, under a
judgment or decree of a court of competent jurisdiction, retaining during the duration of such
judicial enforcement all other rights with respect to the Collateral, including specifically the
rights specified hereafter in Section 5 hereof with respect to each Pledged Entity.

Section4.2  Voting Rights. Lender may exercise, either by itself or by its nominee or
designee, in the name of Pledgor, the rights, powers and remedies granted to Lender hereunder
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and under the other Loan Documents in respect of the Collateral at any time prior to effecting the
Transfer of such Collateral to Lender or its nominee or designee, or any third party purchasers, as
contemplated in Sections 4.1(a) and {b) above, and whether or not any judicial action as
contemplated in Sections 4.1(c) above has been commenced or is continuing prior to a final
unappealable judgment, Such rights and remedies shall include, without limitation, and Pledgor
hereby grants to Lender the right to exercise by delivering notice to Pledgor and the applicable
Pledged Entity, (a) all voting, consent, managerial and other rights relating to the Pledged
Equity, whether in Pledgor’s name or otherwise, including without limitation the right to appoint
officers, directors, managers and other similar positions and (b) the right to exercise Pledgor’s
rights, if any, of conversion, exchange, or subscription, or any other rights, privileges or options
pertaining to any of the Pledged Equity, including, without limitation, the right to exchange, at
Lender’s sole and absolute discretion, any and ali of the Pledged Equity upon the merger,
consolidation, reorganization, recapitalization or other readjustment of such Pledged Entity, all
without liability, except to account for property actually received by Lender. Pledgor hereby
irrevocably authorizes and directs each Pledged Entity, on receipt of any such notice (i) to deem
and treat Lender or its nominee in all respects as a member, partner or shareholder, as applicable,
(and not merely an assignee of a member, partner or shareholder) of such Pledged Entity, entitled
to exercise all the rights, powers and privileges (including, without limitation, the right to vote on
or take any action with respect to such Pledged Entity matters pursuant to the Organizational
Agreement) thereof, to receive all Distributions, to be credited with the capital account and to
have all other rights, powers and privileges pertaining to such member, partner or shareholder
interest, as applicable, to which Pledgor would have been entitled had Pledgor not executed this
Agreement, and (ii) to file an amendment to the Organizational Agreement of such Pledged
Entity admitting Lender or such nominee(s) as a member, pariner or shareholder in place of
Pledgor.

Section4.3  Power of Atftorney.

(a)  Pledgor hereby irrevocably authorizes and empowers Lender, and assigns
and transfers to Lender, and constitutes and appoints Lender and any of its assigns, its true and
lawful attorney-in-fact and as its agent with full power of substitution for Pledgor to proceed
from time to time in Pledgor’s name, in order to more fully vest in Lender the rights and
remedies provided for herein, in any statutory or non-statutory legal or other proceeding, without
limitation, any bankruptcy proceeding, affecting Pledgor, any Pledged Entity or the Collateral.

(b)  Lender and any of its assigns, or their respective nominees, may, to the
extent permitted by applicable law, either pursuant to such power-of-attorney or otherwise, take
any action and exercise and execute any instrument that it determines necessary or advisable to
accomplish the purposes of this Agreement, including without limitation: (i) execute and file
proof of claim with respect to any or all of the Collateral against any Pledged Entity and vote
such claims with respect to all or any portion of such Collateral (A) for or against any proposal
or resolution, (B) for a trustee or trustees or for a receiver or receivers or for a commiftee of
creditors, and/or (C) for the acceptance or rejection of any proposed arrangement, plan of
reorganization, composition or extension; (ii) receive, endorse and collect all drafts, checks and
other instruments for the payment of money made payable to Pledgor representing any interest,
payment of principal or other distribution payable in respect of the Collateral; (iii) execute
endorsements, assignments or other instruments of conveyance or transfer in respect of any other
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property which is or may become a part of the Collateral hereunder; and (iv) execute releases and
negotiate settlements, as appropriate, including on account of] or in exchange for, any or all of
the Collateral, or any payment or distribution received by Pledgor, or Lender on Pledgor’s
behalf.

{¢) The foregoing power-of-attorney is irrevocable and coupled with an
interest, and any similar or dissimilar powers previously given by Pledgor in respect of the
Collateral or any Pledged Entity to any Person other than Lender are hereby revoked. The
power-of-attorney granted herein shall terminate automatically upon the termination of this
Agreement in accordance with the terms hereof.

Section 4.4  Management Rights. Lender may at such time and from time to time
thereafter, without notice to, or consent of, Pledgor or any other Person (to the extent permitted
by law), but without affecting any of the Secured Obligations, in the name of Pledgor or in the
name of Lender: (a) notify any other party to make payment and performance directly to Lender,
(b) extend the time of payment and performance of, compromise or seitle for cash, credit or
otherwise, and upon any terms and conditions, any obligations owing to Pledgor, or claims of
Pledgor under any Organizational Agreement of any Pledged Entity, as applicable, (c) file any
claims, commence, maintain or discontinue any actions, suits or other proceedings deemed by
Lender reasonably necessary or advisable for the purpose of collecting upon or enforcing any
Organizational Agrcement of any Pledged Entity, and (d) execute any instrument and do all other
things deemed reasonably necessary and proper by Lender to protect and preserve and realize
upon the Collateral or any portion thereof and the other rights contemplated hereby.

Section4.5  Right of Substitution. Lender shall have the right, without notice to or
consent of Pledgor, to become, or to designate its nominee, designee, agent or assignee fo
become, a partner, member, officer or director, as applicable, of any Pledged Entity, in
substitution of any existing Person serving in such capacity.

Section4.6 UCC Rights. Lender may exercise all of the rights and remedies of a
secured party under the UCC.

Section4.7  Lender Self-Help Rights.

(a)  Subject to all applicable Legal Requirements, Lender shall have the right,
but not the obligation, to take any appropriate action as it, in its reasonable judgment, may deem
necessary to (i) cure any Event of Default, (ii) cause any term, covenant, condition or obligation
required under this Agreement or other Loan Document to be promptly performed or observed
on behalf of Pledgor or (iii) protect the Collateral and any other security obtained pursuant to the
other Loan Documents. All amounts advanced by, or on behalf of, Lender in exercising its rights
under this Section 4 (including, without limitation, reasonable legal expenses and disbursements
incurred in connection therewith), together with interest thereon at the Default Rate from the date
of any such advance, shall be payable by Pledgor, to Lender upon demand therefor and shall be
secured by the Collateral.

(b)  Lender shall not be obligated to perform or discharge any obligation of
Pledgor or any Pledged Entity as a result of this Agreement. The acceptance by Lender of this
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Agreement shall not at any time or in any event obligate Lender to (i) appear in or defend any
action or proceeding relating to the Collateral to which it is not a party, or (ii) take any action
hereunder or thereunder, or expend any money or incur any expenses or perform or discharge
any obligation, duty or liability under the Collateral.

Section4.8  Remedies Cumulative. The obligations of Pledgor under this Agreement
shall be absolute and unconditional and shall remain in full force and effect without regard to,
and shall not be released, suspended, discharged, terminated or otherwise affected by, any
circumstances or occurrence except as specifically provided in this Agreement. The rights,
powers and remedies of Lender under this Agreement shall be cumulative and not exclusive of
any other right, power or remedy which Lender may have against Pledgor or any other Person
pledging collateral pursuant to the other Loan Documents or existing at law or in equity or
otherwise. Lender’s rights, powers and remedies may be pursued singly, concurrently or
otherwise, at such time and in such order as Lender may determine in Lender’s sole and absolute
discretion. Lender shall have no duty to exercise any of the aforesaid rights, powers and
remedies and shall not be responsible for any failure to do so or delay in so doing.

Section4.9  Notice of Exercise of Remedies. Pledgor hereby waives notice of
acceptance hereof, and except as otherwise specifically provided herein or required by provision
of law which may not be waived, hereby waives any and all notices or demands with respect to
any exercise by Lender of any rights or powers which it may have or to which it may be entitled
with respect to the Collateral.

ARTICLE V - SALES OF THE COLLATERAL
Section 5.1  Right to Conduct Partial Sale of Collateral. In connection with any sale of

the Collateral, Lender may grant options and may impose reasonable conditions such as
requiring any purchaser to represent that any “securities” constituting any part of the Collateral
are being purchased for investment only. If all or any of the Collateral is sold at any such sale by
Lender to a third party upon credit, Lender shall not be liable for the failure of the purchaser to
purchase or pay for the same and, in the event of any such failure, Lender may resell such
Collateral. It is expressly agreed that Lender may exercise its rights with respect to less than all
of the Collateral, leaving unexercised its rights with respect to the remainder of the Collateral;
provided, however, that such partial exercise shall in no way restrict or jeopardize Lender’s right
to exercise its rights with respect to the remaining Collateral at a later time or times. Pledgor
hereby waives and releases any and all rights of redemption with respect to the sale of any
Collateral.

Section 5.2  Sale Procedures. No demand, advertisement or notice, all of which are
hereby expressly waived by Pledgor, shall be required in connection with any sale or other
disposition of all or any part of the Collateral, except that Lender shall give Pledgor at least ten
(10) days® prior notice of the time and place of any public sale or of the time and the place at
which any private sale or other disposition is to be made, which notice Pledgor hereby agrees is
reasonable. All other demands, advertisements and notices are hereby irrevocably waived by
Pledgor. The notice of such sale shall (a) in case of a public sale, state the time and place fixed
for such sale, (b) in case of a sale at a broker’s board or on a securities exchange, state the board
or exchange at which such sale is to be made and the day on which the Collateral, or the portion
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thereof so being sold, first will be offered for sale at such board or exchange and {c) in the case
of a private sale, state the date afier which such sale may be consummated. Any such public sale
shall be held at such time or times within ordinary business hours and at such place or places as
Lender may fix in the notice of such sale.

Section 5.3  Adjournment; Credit Sale. Lender shall not be obligated to make any sale
of the Collateral if it shall determine, in its sole and absolute discretion, not to do so, regardless
of the fact that notice of sale may have been given, and Lender may without notice or publication
adjourn any public or private sale, and such sale may, without further notice, be made at the time
and place to which the same was so adjourned. Upon each public or private sale of all or any
portion of the Collateral, unless prohibited by any applicable statute which cannot be waived,
Lender (or its nominee or designee) may purchase all or any portion of the Collateral being sold,
free and clear of, and discharged from, any trusts, claims, equity or right of redemption of
Pledgor, all of which are hereby waived and released to the extent permitted by law, and may
make payment therefor by credit against any of the Secured Obligations in lieu of cash or any
other obligations.

Section 5.4  Expenses of Sale. In the case of any sale, public or private, of any portion
of or all of the Collateral, Pledgor shall be responsible for the payment of all reasonable costs
and expenses of every kind for the sale and delivery, including, without limitation, brokers’ and
reasonable attorneys’ fees and disbursements and any tax imposed thereon. The proceeds of the
sale of the Collateral shall be available to cover such costs and expenses, and, after deducting
such costs and expenses from the proceeds of the sale, Lender shall apply any remaining
amounts to the payment of the Secured Obligations in such order and priority as determined by
Lender in its sole and absolute discretion and in accordance with applicable law.

Section 5.5  No Public Registration of Sale. Pledgor is aware that Section 9-610(c) of
the UCC may restrict Lender’s ability to purchase the Collateral at a private sale. Pledgor is also
aware that Securities and Exchange Commission (the “SEC”) staff personnel have, over a period
of years, issued various No-Action Letters that describe procedures which, in the view of the
SEC staff, permit a foreclosure sale of securities to occur in a manner that is public for purposes
of Part 6 of Article 9 of the UCC, yet not public for purposes of Section 4(2) of the Securities
Act of 1933 (the “Securities Act”). Pledgor is also aware that Lender may wish to purchase
certain interests that are sold at a foreclosure sale, and Pledgor believes that such purchases
would be appropriate in circumstances in which such interests are sold in conformity with the
principles set forth in such No-Action Letters. Section 9-603 of the UCC permits Pledgor to
agree on the standards for determining whether Lender has complied with its obligations under
Section 9-610. Pursuant to Section 9-603 of the UCC, Pledgor specifically agrees that a
foreclosure sale conducted in conformity with the principles set forth in such No-Action Letters
(a) shall be considered to be a “public disposition™ for purposes of Section 9-610{c} of the UCC;
(b) will be considered commercially reasonable notwithstanding that Lender has not registered or
sought to register the interests under the Securities Act, even if Pledgor or any Pledged Entity
agree to pay all costs of the registration process; and (c) shall be considered to be commercially
reasonable, notwithstanding that Lender purchases such interests at such a sale.

Section 5.6  Receipt of Sales Proceeds. Upon any sale of the Collateral, or any portion
thereof, by Lender hereunder (whether by virtue of the power of sale herein granted, pursuant to
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judicial process or otherwise), the receipt of the proceeds by Lender or the officer making the
sale shall be a sufficient discharge to the purchaser or purchasers of the Collateral so sold, and
such purchaser or purchasers shall not be obligated to see to the application of any part of the
purchase money paid over to Lender or such officer or be answerable in any way for the
misapplication or non-application thereof.

Section 5.7  Application of Collateral. All proceeds from the sale of all or any portion
of the Collateral, and all Distributions now or at any time hereafter received or retained by
Lender pursuant to the provisions of this Agreement shall be applied by Lender to the
satisfaction of the Secured Obligations in such order and priority as determined by Lender in its
sole and absolute discretion and in accordance with applicable law.

Section 5.8  Preferences. Lender shall have no obligation to marshal any assets in
favor of Pledgor or any other party or against, or in payment of, any or all of the Secured
Obligations. To the extent Pledgor makes a payment or payments to Lender, which payment or
proceeds or any part thereof are subsequently invalidated, declared to be fraudulent or
preferential, set aside or required to be repaid to a trustee, receiver or any other party under any
bankruptcy law, state or federal law, common law or equitable cause, then, to the extent of such
payment or proceeds received, the Secured Obligations intended to be satisfied shall be revived
and continue in full force and effect, as if such payment or proceeds had not been received by
Lender.

ARTICLE VI - SECURITIES ACT

Section 6.1  Securities Registration. If an Event of Default shall have occurred that is
continuing and Pledgor shall have received from Lender a written request that Pledgor effect any
registration, qualification or compliance under any federal or state securities law or laws with
respect to all or any part of the Collateral, and such registration, qualification and/or compliance
is required under applicable federal or state securities law or laws, Pledgor as soon as practicable
and at its sole expense, agrees to use its best efforts to effect (and keep effective) such
registration, qualification and compliance as required under: (a) applicable federal or state
securities law or laws and as would permit or facilitate the sale and distribution of such
Collateral, including, without limitation, registration under the Securities Act, as then in effect
{or any similar statute then in effect), (b) applicable blue sky or other state securities laws and
(c) other government requirements. Lender shall furnish to Pledgor such information regarding
Lender as Pledgor may request in writing and as shall reasonably be required in connection with
any such registration, qualification or compliance. Pledgor will cause Lender to be kept
reasonably advised in writing as to the progress of each such registration, qualification or
compliance and as to the completion thereof, will furnish to Lender such number of
prospectuses, offering circulars or other documents incident thereto as Lender from time to time
may reasonably request, and will indemnify Lender and all others participating in the distribution
of such Collateral against all losses, liabilities, claims or damages caused by any untrue
statement (or alleged untrue statement) of a material fact contained therein (or in any related
registration statement, notification or the like) or by any omission (or alleged omission) to state
therein (or in any related registration statement, notification or the like) a material fact required
to be stated therein or necessary to make the statements therein not misleading, except insofar as
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the same may have been caused by an untrue statement or omission based upon information
furnished in writing to Pledgor by Lender expressiy for use therein.

Section 6.2  Private Securities Sale. If at any time when Lender shall determine to
exercise its right to sell all or any part of the Collateral pursuant to Section 5, and such Collateral
or the part thereof to be sold shall not, for any reason whatsoever, be effectively registered under
the Securities Act, as then in effect, Lender may, in its sole and absolute discretion, sell such
Collateral or part thereof by private sale (for securities law purposes) in such manner and under
such circumstances as Lender may deem necessary or advisable in order that such sale may
legally be effected without such registration, provided that at least ten (10) days’ notice is given
to Pledgor in accordance with the private sale notice provisions of Section 5 hereof. Without
limiting the generality of the foregoing, in any such event Lender, in its sole and absolute
discretion (a) may proceed to make such private sale notwithstanding that a registration
statement for the purpose of registering such Collateral or part thereof shall have been filed
under such Securities Act, (b) may approach and negotiate with a single potential purchaser to
effect such sale and (c) may restrict such sale to a purchaser who will represent and agree that
such purchaser is purchasing for its own account, for investment, and not with a view to the
distribution or sale of such Collateral or part thereof. In the event of any such sale, Lender shall
incur no responsibility or liability for selling all or any part of the Collateral at a price which
Lender may in good faith deem reasonable under the circumstances, notwithstanding the
possibility that a substantially higher price might be realized if the sale were deferred until after
registration under the Securities Act.

ARTICLE VII - MISCELLANEOUS PROVISIONS

Section 7.1  Further Assurances. Pledgor hereby agrees to sign and deliver to Lender
financing statements, continuation statements and other documents, agreements, and instruments,
in form acceptable to Lender, and do such further acts, as Lender may from time to time
reasonably request or which are reasonably necessary to establish and maintain a valid and
perfected security interest in the Collateral (and to pay any filing fees relative thereto) or to
further assure or confirm Lender’s rights hereunder. Without limiting the foregoing, Pledgor
authorizes Lender, to the extent permitted by law, to file such financing statements and
amendments thereto and continuations thereof relating to all or any part of the Collateral without
the signature of Pledgor (including, to the extent permitted by law, to file a photographic or other
reproduction of this Agreement).

Section 7.2  No Release. Etc. No delay or omission to exercise any remedy, right or
power accruing upon a default or an Event of Default shall impair any such remedy, right or
power or shall be construed as a waiver thereof, but any such remedy, right or power may be
exercised from time to time and as often as may be deemed expedient. A waiver of any default
or Event of Default shall not be construed to be a waiver of any subsequent default or Event of
Default or to impair any remedy, right or power of Lender. Any and all of Lender’s rights with
respect to any Collateral shall continue unimpaired, and Pledgor shall be and remain obligated in
accordance with the terms hereof, notwithstanding, among other things: (a) any renewal,
extension, amendment or modification of, or addition or supplement to, or deletion from, this
Agreement or any other Loan Document or any other instrument or agreement referred to
therein, or any assignment or transfer of any thereof; (b) any waiver, consent, delay, extension of
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time, indulgence or other action or inaction under or in respect of this Agreement or any other
Loan Document; (c) any exercise or non-exercise of any right, remedy, power or privilege under
or in respect of this Agreement or any other Loan Document; (d) any sale, exchange, release,
surrender, or substitution of, or realization upon, any Collateral (except to the extent otherwise
specifically agreed to by Lender) or any other security held by Lender to secure the Debt; (e) the
furnishing to or acceptance by Lender of any additional security to secure the Debt; or (f) any
invalidity, irregularity or unenforceability of all or any part of the Secured Obligations or of any
security therefor.

Section 7.3  Notices. All notices, consents, approvals, demands and requests required
or permitted hereunder shall be given in the manner set forth in the Loan Agreement.

Section 7.4  Governing Law; Submission to Jurisdiction.

(a) THIS AGREEMENT WAS NEGOTIATED IN THE STATE OF
TEXAS AND THE LOAN WAS MADE BY LENDER AND ACCEPTED BY PLEDGOR
IN THE STATE OF TEXAS, WHICH STATE THE PARTIES AGREE HAS A
SUBSTANTIAL RELATIONSHIP TO THE PARTIES AND TO THE UNDERLYING
TRANSACTION EMBODIED HEREBY, AND IN ALL RESPECTS, INCLUDING,
WITHOUT LIMITING THE GENERALITY OF THE FOREGOING, MATTERS OF
CONSTRUCTION, VALIDITY AND PERFORMANCE, THIS AGREEMENT, THE
NOTE AND THE OTHER LOAN DOCUMENTS AND THE OBLIGATIONS ARISING
HEREUNDER AND THEREUNDER SHALL BE GOVERNED BY, AND CONSTRUED
IN ACCORDANCE WITH, THE LAWS OF THE STATE OF TEXAS APPLICABLE TO
CONTRACTS MADE AND PERFORMED IN SUCH STATE (WITHOUT REGARD TO
PRINCIPLES OF CONFLICTS OF LAWS) AND ANY APPLICABLE LAW OF THE
UNITED STATES OF AMERICA, TO THE FULLEST EXTENT PERMITTED BY
LAW, PLEDGOR HEREBY UNCONDITIONALLY AND IRREVOCABLE WAIVES
ANY CLAIM TO ASSERT THAT THE LAW OF ANY OTHER JURISBICTION
GOVERNS THIS AGREEMENT, THE NOTE AND/OR THE OTHER LOAN
DOCUMENTS, AND THIS AGREEMENT, THE NOTE AND THE OTHER LOAN
DOCUMENTS SHALL BE GOVERNED BY AND CONSTRUED IN ACCORDANCE
WITH THE LAWS OF THE STATE OF TEXAS,

(b) ANY LEGAL SUIT, ACTION OR PROCEEDING AGAINST
LENDER OR PLEDGOR ARISING OUT OF OR RELATING TO THIS AGREEMENT
OR THE OTHER LOAN DOCUMENTS MAY AT LENDER'S OFTION BE
INSTITUTED IN ANY FEDERAL OR STATE COURT IN THE CITY OF DALLAS,
COUNTY OF DALLAS, AND PLEDGOR WAIVES ANY OBJECTIONS WHICH IT
MAY NOW OR HEREAFTER HAVE BASED ON VENUE AND/OR FORUM NON
CONVENIENS OF ANY SUCH SUIT, ACTION OR PROCEEDING, AND PLEDGOR
HEREBY IRREVOCABLY SUBMITS TO THE JURISDICTION OF ANY SUCH
COURT IN ANY SUIT, ACTION OR PROCEEDING. PLEDGOR DOES HEREBY
DESIGNATE AND APPOINT:
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ENOCH INVESTMENTS, LL.C
1755 Wittington Place, Suite 340
Farmers Branch, Texas 75234

AS ITS AUTHORIZED AGENT TO ACCEPT AND ACKNOWLEDGE ON ITS BEHALF
SERVICE OF ANY AND ALL PROCESS WHICH MAY BE SERVED IN ANY SUCH
SUIT, ACTION OR PROCEEDING IN ANY FEDERAL OR STATE COURT IN
DALLAS, TEXAS, AND AGREES THAT SERVICE OF PROCESS UPON SUCH
AGENT AT SUCH ADDRESS AND NOTICE OF SUCH SERVICE MAILED OR
DELIVERED TO PLEDGOR IN THE MANNER PROVIDED HEREIN SHALL BE
DEEMED IN EVERY RESPECT EFFECTIVE SERVICE OF PROCESS UPON
PLEDGOR IN ANY SUCH SUIT, ACTION OR PROCEEDING IN THE STATE OF
TEXAS. PLEDGOR (I) SHALL GIVE PROMPT WRITTEN NOTICE TO LENDER OF
ANY CHANGED ADDRESS OF ITS AUTHORIZED AGENT HEREUNDER, (II) MAY
AT ANY TIME AND FROM TIME TO TIME DESIGNATE A SUBSTITUTE
AUTHORIZED AGENT WITH AN OFFICE IN DALLAS, TEXAS (WHICH
SUBSTITUTE AGENT AND OFFICE SHALL BE DESIGNATED AS THE PERSON
AND ADDRESS FOR SERVICE OF PROCESS), AND (ii1) SHALL PROMPTLY
DESIGNATE SUCH A SUBSTITUTE IF ITS AUTHORIZED AGENT CEASES TO
HAVE AN OFFICE IN DALLAS, TEXAS OR IS DISSOLVED WITHOUT LEAVING A
SUCCESSOR. NOTHING CONTAINED HEREIN SHALL AFFECT THE RIGHT OF
LENDER TO SERVE PROCESS IN ANY OTHER MANNER PERMITTED BY LAW
OR TO COMMENCE LEGAL PROCEEDINGS OR OTHERWISE PROCEED
AGAINST PLEDGOR IN ANY OTHER JURISDICTION.

Section 7.5  Severability. Wherever possible, each provision of this Agreement shall
be interpreted in such manner as to be effective and valid under applicable law, but if any
provision of this Agreement shall be prohibited by or invalid under applicable law, such
provision shall be ineffective to the extent of such prohibition or invalidity, without invalidating
the remainder of such provision or the remaining provisions of this Agreement.

Section 7.6  Modification; Waiver in Writing. = No meodification, amendment,
extension, discharge, termination or waiver of any provision of this Agreement, nor consent to
any departure by Pledgor therefrom, shall in any event be effective unless the same shall be in a
writing signed by the party against whom enforcement is sought, and then such waiver or
consent shall be effective only in the specific instance, and for the purpose, for which given,
Except as otherwise expressly provided herein, no notice to, or demand on Pledgor, shall entitle
Pledgor to any other or future notice or demand in the same, similar or other circumstances.

Section 7.7 Number and Gender, All references to sections and exhibits are to
sections and exhibits in or to this Agreement unless otherwise specified. Unless otherwise
specified, the words “hereof,” “herein” and “hereunder” and words of similar import when used
in this Agreement shall refer to this Agreement as a whole and not to any particular provision,
article, section or other subdivision of this Agreement. Unless otherwise specified, all meanings
attributed to defined terms herein shall be equally applicable to both the singular and plural
forms of the terms so defined. Whenever the context may require, any pronouns used herein
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shall include the corresponding masculine, feminine or neuter forms, and the singular form of
nouns and pronouns shall include the plural and vice versa.

Section 7.8 Headings, Etc. The headings and captions of various paragraphs of this
Agreement are for the convenience of reference only and are not to be construed as defining or
limiting, in any way, the scope or intent of the provisions hereof.

Section 7.9  Counterparts. This Agreement may be executed in several counterparts,
each of which counterparts shall be deemed an original instrument and all of which together shall
constitute a single Agreement. The failure of any party hereto to execute this Agreement, or any
counterpart hereof, shall not relieve the other signatories from their obligations hereunder.

Section 7.10 Remedies of Pledgor. If a claim or adjudication is made that Lender or its
agents or nominees, has acted unreasonably, or has unreasonably delayed acting, in any case
where by law or under this Agreement or the other Loan Documents, Lender or such agent or
nominee, as the case may be, has an obligation to act reasonably or promptiy, Pledgor agrees that
neither Lender nor its agents, shall be liable for any monetary damages, and Pledgor’s sole
remedies shall be limited to commencing an action seeking injunctive relief or declaratory
judgment. The parties hereto agree that any action or proceeding to determine whether Lender
has acted reasonably shall be determined by an action seeking declaratory judgment.

Section 7.11 Entire Agreement. This Agreement and the other Loan Documents
embody the final, entire agreement of Pledgor and Lender with respect to the Secured
Obligations and supersedes any and all prior commitments, agreements, representations, and
understandings, whether written or oral, relating to the subject matter hereof. This Agreement is
intended by Pledgor and Lender as a final and complete expression of the terms of the
Agreement, and no course of dealing between Pledgor and Lender, no course of performance, no
trade practices, and no evidence of prior, contemporaneous or subsequent oral agreements or
discussions or other extrinsic evidence of any nature shall be used to contradict, vary,
supplement or modify any term of this Agreement. There are no oral agreements between
Pledgor and Lender.

Section 7.12 Waiver of Right to Trial by Jury. PLEDGOR HEREBY AGREES NOT
TO ELECT A TRIAL BY JURY OF ANY ISSUE TRIABLE OF RIGHT BY JURY, AND
WAIVES ANY RIGHT TO TRIAL BY JURY FULLY TO THE EXTENT THAT ANY SUCH
RIGHT SHALL NOW OR HEREAFTER EXIST WITH REGARD TO THIS AGREEMENT,
OR ANY CLAIM, COUNTERCLAIM OR OTHER ACTION ARISING IN CONNECTION
THEREWITH. THIS WAIVER OF RIGHT TO TRIAL BY JURY IS GIVEN KNOWINGLY
AND VOLUNTARILY BY PLEDGOR, AND IS INTENDED TO ENCOMPASS
INDIVIDUALLY EACH INSTANCE AND EACH ISSUE AS TO WHICH THE RIGHT TO A
TRIAL BY JURY WOULD OTHERWISE ACCRUE. LENDER IS HEREBY AUTHORIZED
TO FILE A COPY OF THIS PARAGRAPH IN ANY PROCEEDING AS CONCLUSIVE
EVIDENCE OF THIS WAIVER BY PLEDGOR.

Section 7.13  Successors and Assigns. This Agreement and all obligations of Pledgor
hereunder shall be binding upon the successors and assigns of Pledgor, except that Pledgor,
unless otherwise expressly provided in the Loan Agreement and then only to the extent provided
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therein, shall not have the right to assign its rights hereunder or any interest herein without the
prior written consent of Lender. Lender shall have the right to assign its interest in this
Agreement and all rights and remedies of Lender hereunder shall inure to the benefit of Lender
and its participants, successors and assigns. Neither this Agreement nor anything set forth herein
is intended to, nor shall it, confer any rights on any person or entity other than the parties hereto
and all third party rights are expressly negated.

Section 7.14 Termination. Upon the indefeasible payment and performance in full of
the Secured Obligations, this Agreement shall terminate and upon Lender’s execution and
delivery to Pledgor of documents prepared by Pledgor and acceptable to Lender, which shall,
upon such execution and delivery, terminate Lender’s Lien on the Collateral.

Section 7.15 Conversion Option. Upon thirty (30) days’ notice (the “Exercise Notice™),
Lender shall be entitled to exercise an option to acquire the Collateral from Pledgor for the
consideration of $100.00.

(8  As a condition to the exercise of such option and the closing thereunder,
the following conditions shall be satisfied: (i) Lender (or Lender’s assignee) shall have received
approval for a TPA (Transfer of Physical Assets) from HUD for transfer of the ownership of
D4DS LLC, (ii) all fees owed to Timothy Barton or his affiliates for developer’s fees shall have
been paid in full, and (iii) payment of $100.00 to exercise the option of the transfer by Pledgor
of the Collateral to Lender or Lender's assignee which will document the transfer of control of
D4DS LLC. Upon receipt of such notice, Pledgor shall assemble all organizational documents,
records, tax returns and other information related to each Pledged Entity (the “Pledged Entity
Documents”) for delivery to Lender. Lender shall furnish Pledgor with assignments for the
absolute transfer and conveyance of the Collateral to Lender, and Pledgor shall execute and
deliver such assignments to Lender at the closing of the sale, which shall be held on or before the
thirty (30) days following the Exercise Notice. Such assignments shall contain such terms and
provisions, including warranties and representations concerning the Collateral, as shall be
required by and satisfactory to Lender. At the closing, Pledgor shall deliver to Lender all of the
Pledged Entity Documents. At the closing, the consideration for exercise of the option shall be
that all of the indebtedness evidenced by the Loan shall be deemed satisfied in consideration of
the transfer and conveyance of the Collateral to Lender.

{b) In the alternative, upon receipt of the Exercise Notice, Pledgor may elect
to transfer to Lender the D4DS Property instead of and in place of the Collateral (the “Project
Transfer”). In such event, Pledgor shall notify Lender in writing of such election and Lender
shall have five (5) days within which to consent to the Project Transfer, which consent shall not
be unreasonably withheld. As a condition to the exercise of the Project Transfer and the closing
thereunder, the following conditions shall be satisfied: (i) Lender (or Lender’s assignee) shall
have received approval for a TPA (Transfer of Physical Assets) from HUD for transfer of the
ownership of the D4DS Property, (ii) all fees owed to Timothy Barton or his affiliates for
developer’s fees shall have been paid in full, (ili) payment of $100.00 to exercise the option of
the transfer by Pledgor of the D4DS Property to Lender or Lender’s assignee, and (iv) Each of
JMJAV LLC and TRWF LLC, who have executed and delivered Amended and Restated Pledge
and Security Agreements related to ownership interests in D4DS LLC, shall also have elected to
transfer the D4DS Property to Pledgor. Upon receipt of such notice, Pledgor shall assemble all
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documents related to the D4DS Property and other information related to the D4DS Property (the
“Project Transfer Documents™) for delivery to Lender. Lender shall furnish Pledgor with deeds
and assignments for the absolute transfer and conveyance of the D4DS Property to Lender, and
Pledgor shall cause D4DS$ to execute and deliver any and all such deeds and assignments to
Lender at the closing of the sale, which shall be held on or before the thirty (30) days following
the Exercise Notice (or within such time frame as may be necessary to obtain the TPA approval.
Such deeds and assignments shall contain such terms and provisions, including warranties and
representations concerning the Collateral, as shall be required by and satisfactory to Lender. At
the closing, Pledgor shall deliver to Lender all of the Project Transfer Documents. At the closing,
the consideration for exercise of the option shall be that all of the indebtedness evidenced by the
Loan shall be deemed satisfied in consideration of the transfer and conveyance of the D4DS
Property to Lender.

(¢)  Notwithstanding any other term or provision of this Section 7.15 to the
contrary, upon exercise of the option and delivery of the Exercise Notice, Pledgor, each of
JMJAV LLC, and TRWF LLC, by and through D4DS LLC, as the owner of the D4DS Property,
shall have the right to transfer and convey the D4DS Property to Lender in lieu of any transfer of
the Collateral.

Section 7.16  Liability of Pledgor. Subject to the qualifications below, Lender shall not
enforce the liability and obligation of Pledgor to perform and observe the obligations contained
in the Note, this Agreement or the other Loan Documents by any action or proceeding wherein a
money judgment shall be sought against Pledgor, except that Lender may bring a foreclosure
action, an action for specific performance or any other appropriate action or proceeding to enable
Lender to enforce and realize upon its interest under the Note, this Agreement and the other Loan
Documents, or in the Collateral given to Lender pursuant to the Loan Documents; provided,
however, that, except as specifically provided herein, any judgment in any such action or
proceeding shall be enforceable against Pledgor only to the extent of Pledgor’s interest in the
Collateral given to Lender, and Lender, by accepting the Note, this Agreement and the other
Loan Documents, agrees that it shall not sue for, seek or demand any deficiency judgment
against Pledgor in any such action or proceeding under or by reason of or under or in connection
with the Note, this Agreement or the other Loan Documents. The provisions of this Section shall
not, however, (i) constitute a waiver, release or impairment of any obligation evidenced or
secured by any of the Loan Documents; (ii) impair the right of Lender to name Pledgor as a party
defendant in any action or suit for foreclosure and sale under the Loan Documents; (iii} affect the
validity or enforceability of or any guaranty made in connection with the Loan or any of the
rights and remedies of Lender thereunder; or (iv) impair the right of Lender to obtain the
appointment of a receiver.

Nothing contained herein shall in any manner or way release, affect or impair the right of
Lender to recover, and Pledgor shall be fully and personally liable and subject to legal action, for
any loss, cost, expense, damage, claim or other obligation (including without limitation
reasonable attorneys’ fees and court costs) incurred or suffered by Lender arising out of or in
connection with the following:

Security Agreement
JMJ Development, LLC-Enoch Investments, LLC 19

App.441



Case 3:22-cv-02118-X Document 181 Filed 03/10/23 Page 54 of 207 PagelD 5132

fraud or intentional misrepresentation by Pledgor in connection with the Loan or
the D4DS Loan (hereinafter defined);

the gross negligence or willful misconduct of Pledgor in connection with the Loan
or the D4DS Loan;

material physical waste of the Collateral or the D4DS Property,;

the removal or disposal of any portion of the Collateral or any personal property
located on the D4DS Property after an Event of Default;

the misappropriation, misapplication or conversion by Pledgor of (A) any
insurance proceeds paid by reason of any loss, damage or destruction to the D4DS
Property, (B) any awards received in connection with a condemnation of all or a portion
of the D4DS Property, (C) any rents following an Event of Default, or (D) any rents paid
mote than one month in advance;

failure to pay charges for labor or materials or other charges or judgments that
can create liens on any portion of the D4DS Property;

any security deposits, advance deposits or any other deposits collected with
respect to the D4DS Property which are not delivered to Lender upon a foreclosure of the
D4DS Property or action in lieu thereof, except to the extent any such security deposits
were applied in accordance with the terms and conditions of any of the leases for the
D4DS Property prior to the occurrence of the Event of Default that gave rise to such
foreclosure or action in lieu thereof; or

(1) if Pledgor or any affiliate of Pledgor contests, impedes, delays or opposes
the exercise by Lender of any enforcement actions, remedies or other rights it has under
or in connection with this Agreement or the other Loan Documents; provided that
Pledgor shall not be liable to the extent of any applicable loss, damage, cost, expense,
liability, claim or other obligation arising solely from a defense of Pledgor or any affiliate
of Pledgor raised in good faith.

Notwithstanding anything to the contrary in this Agreement, the Note or any of the Loan
Documents,

Lender shall not be deemed to have waived any right which Lender may have
under Section 506(a), 506(b), 1111(b) or any other provisions of the Bankruptcy Code to
file a claim for the full amount of the debt secured by the Loan Documents or to require
that all Collateral shall continue to secure all of the debt owing to Lender in accordance
with the Loan Documents, and

the Loan shall be fully recourse to Pledgor
in the event of: (1) Pledgor or Debtor filing a voluntary petition under the
Bankruptcy Code or any other Federal or state bankruptey or insolvency law; (2)

Security Agreement
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the filing of an involuntary petition against Pledgor or Debtor under the
Bankruptcy Code or any other Federal or state bankruptcy or insolvency law in
which Pledgor or Debtor colludes with, or otherwise assists such person, or
solicits or causes to be solicited petitioning creditors for any involuntary petition
against Pledgor or Debtor from any person; (3) Pledgor or Debtor filing an answer
consenting to or otherwise acquiescing in or joining in any involuntary petition
filed against it, by any other person under the Bankruptcy Code or any other
Federal or state bankruptcy or insolvency law; (4) Pledgor or Debtor consenting
to or acquiescing in or joining in an application for the appointment of a
custodian, receiver, trustee, or examiner for Pledgor or Debtor or any portion of
the Property; (5) Pledgor or Debtor making an assignment for the benefit of
creditors, or admifting, in writing or in any legal proceeding, its insolvency or
inability to pay its debts as they become due:

(1) if Pledgor fails to permit review or inspections of the records related to
the Collateral, fails to provide financial information, or comply with
any representation, warranty or covenant set forth in any of the Loan
Documents (2) if Pledgor fails to obtain Lender’s prior written consent
to any indebtedness or voluntary lien encumbering the Collateral; or
(4) if Pledgor fails to obtain Lender’s prior written consent to any
transfer of the Collateral.

For purposes of this Agreement, the following terms shall have the following meanings:

“D4DS Loan” shall mean any loan made to D4DS LLC, and secured by any real property owned
by D4DS LLC.

“D4DS Property” means the real property and improvements owned by D4DS LLC,
including but not limited to the Bellwether Ridge Apartments.

Section 7.17  Budget Approval. Pledgor will submit the contract with the general
contractor (including the budget contained therein) for the construction of the Beilwether Ridge
Apartments on the D4DS Property to Lender for Lender’s prior written approval (the “Approved
Budget™). Pledgor will not agree to any change orders from the Approved Budget without first
obtaining Lender’s prior written approval. If any change order to the Approved Budget is not
approved or denied by Lender within five (5) Business Days after submission by Pledgor, it shall
be deemed approved, so as not to delay construction.

[Pledgor’s Signature Appears on Next Page]

IN WITNESS WHEREQOF, the parties hereto have caused this Agreement to be executed
and delivered by its duly authorized officer on the date first set forth above.
PLEDGOR:

ENOCH INVESTMENTS, LLC

Security Agreement
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a Delaware limited liabili

By:

Security Agreement
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Schedule 1
Pledgor Pledged Entity Equity Interest
ENOCH INVESTMENTS, JMID4 LLC 99% of the member interests in
LLC JMID4 LL.C
Security Agreement
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Exhibit A
AGREEMENT AND ACKNOWLEDGMENT

THE UNDERSIGNED hereby agrees, acknowledges and consents to the execution and
delivery to JMJ Development, LLC, a Texas limited liability company (together with its
successors, assignees, and designees for the purposes hercof, “Lender™), of the Pledge and
Security Agreement to which this Agreement and Acknowledgement is attached (the “Pledge
Agreement”) made by Enoch Investments, LLC, a Delaware limited liability company
(“Pledgor™), as collateral security for the payment and performance of the Secured Obligations
described therein, and the assignment and pledge thereby to Lender by Pledgor of all of each
Pledgor’s right, title and interest to the Collateral described therein. All capitalized terms used
herein not otherwise defined herein shall have the meanings ascribed to such terms in the Pledge
Agreement,

For good and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, the undersigned hereby represents, warrants, covenants and agrees for the benefit
of Lender as follows:

1. Representations and Warranties. The undersigned represents and warrants that
(a) the execution and delivery of the Pledge Agreement does not violate any of such
undersigned’s Organizational Agreements or any other agreement to which such undersigned is a
party or by which any of the property of such undersigned is bound, (b) the undersigned has not
entered into a control agreement perfecting a security interest in any of the Equity Interests in
favor of any other party, (c) the Collateral is not subject to any security interest or lien in favor of
any Person other than Lender and has not been pledged, fransferred or assigned to, and is not
otherwise in the control of, any Person other than Lender, (d) the undersigned does not have any
present claim, right of offset, or counterclaim against Pledgor under or with respect to the
Collateral or otherwise under any of the undersigned’s Organizational Agreements, (e) Pledgor is
not in default to the undersigned or otherwise under or in respect of any of their respective
obligations under any of such undersigned’s Organizational Agreements, and (f) all of the
representations and warranties of Pledgor made in the Pledge Agreement are true, accurate and
complete in all material respects.

2. Covenants and Agreements.

(2)  Books and Records. The undersigned (i) shall cause all of its respective
books and records to reflect the pledge of the Collateral to Lender and agrees not to consent to or
to permit any transfer thereof or any other action that may be taken by Pledgor that might
constitute an Event of Default so long as any of the Secured Obligations remain outstanding, (ii)
agrees that Lender and/or its representatives may, upon reasonable advance notice and at any
reasonable time during normal business hours, inspect the books, records and properties of such
undersigned, and (iii) shall deliver to Lender financial statements of each of the Pledged Entities
and of D4DS LLC, containing such detail and information as Lender may request.

(b) UCC Matters. The undersigned confirms, agrees and acknowledges that
(1) all of the Pledged Equity in the undersigned is and shall continue to be certificated securities

Security Agreement
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in registered form within the meaning of, and govemed by, Article 8 (including, without
limitation, Section 8-106) of the UCC, (ii) such Pledged Equity is and shall continue to be
evidenced by one (1) certificate issued to Pledgor, as its sole member, (iii) that each such
certificate has been validly issued and is fully paid for, (iv) that each such certificate represents
and embodies all right, title and interest in and to the Pledged Equity, (v) that each such original
certificate that has been physically delivered to Lender, was in the physical possession of
Pledgor at all times prior to such delivery to Lender, and has been duly indorsed in blank within
the meaning of the UCC, (vi) that each such certificate has not been modified or amended and
remains in full force and effect, (vii) that ownership of each such certificate is registered in the
respective books and records of the undersigned in the name of Pledgor, subiect only to the
pledge thereof in favor of Lender as security for the Secured Obligations, (viii) notwithstanding
any provisions in the Organizational Agreements, Pledgor is hereby authorized and permitted to
pledge, assign and grant a security interest in the Collateral in favor of Lender pursuant to the
Pledge Agreement, (ix) this Agreement and Acknowledgment is intended to, and shall, provide
Lender with “control” over the Collateral within the meaning of Articles 8 and 9 of the UCC, (x)
it shall comply with all instructions relating to the Collateral originated by Lender without
further authorization or consent from Pledgor, the intention of such covenant being to comply
with Section 8-106(c)(2) of the UCC, and (xi) no Equity Interest other than those represented and
evidenced by such certificates in the undersigned is valid or will be recognized by the
undersigned.

()  Organizational Agreements. The undersigned shall not suffer or permit its
Organizational Agreements to be amended or modified without the prior written consent of
Lender. The representations and warranties set forth in Section 3.9 of the Pledge Agreement are
true and correct.

(d) Notices: Defaults. The undersigned shall give Lender a copy of all
notices, reports or communications received or given pursuant to its Organizational Agreements
promptly after the same shall have been received or contemporaneously with the giving thereof,
as the case may be. The undersigned shall permit Lender the right to cure any default by Pledgor
under the Organizational Agreements, and no notice of any default by Pledgor with respect to the
Organizational Agreements shall be effective unless and until such notice has been received by
Lender; provided, however, in no event shall Lender be obligated to cure such default. Lender
shall have fifteen (15) days in excess of the amount of time to cure any such default as given to
Pledgor under the Organizational Agreements, as measured from the date notice of such default
has been received by Lender.

(¢)  Proxy. The undersigned acknowledges the powers and proxies granted
pursuant to Section 3.7 of the Pledge Agreement and agrees that Lender shall have the sole right
during the term of the Pledge Agreement to vote the Pledged Equity with respect to all such
matters.

H Restrictive Legend, The undersigned acknowledges and agrees that each
certificate representing any of the Pledged Equity shall be marked by the undersigned with a
legend reading as follows:
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“THE MEMBERSHIP INTERESTS EVIDENCED HEREBY ARE SUBJECT TO AN
IRREVOCABLE PROXY AGREEMENT (A COPY OF WHICH MAY BE OBTAINED
FROM THE ISSUER) AND BY ACCEPTING ANY INTEREST IN SUCH MEMBERSHIP
INTERESTS THE PERSON HOLDING SUCH INTERESTS SHALL BE DEEMED TO
AGREE TO AND SHALL BECOME BOUND BY ALL OF THE PROVISIONS OF SUCH
AGREEMENT.”

The undersigned agrees that, during the term of the Pledge Agreement, it will not
remove, and will not permit to be removed (upon registration of transfer, reissuance or
otherwise), the legend from any such certificate and will place or cause to be placed the legend
on any new certificate issued to represent the interests theretofore represented by a certificate
carrying a legend.

(g2)  The undersigned Pledged Entities acknowledge that all of the member
interest in each of the Pledged Entities has been pledged to Lender in order to secure the Loan
(as defined in the Pledge Agreement). Pursuant to the terms of the Loan, payments are to be
made thereunder from the PE Accounts. The PE Accounts are defined as all bank accounts,
savings accounts, brokerage accounts and any other accounts in the name of or maintained by
any of the Pledged Entities and into which any of their funds are deposited. Each of the
undersigned hereby consents to and agrees to deliver any funds in any of the PE Accounts to
Lender, as required by the promissory note which evidences the Loan and in accordance with the
terms thereof.

3. Events of Default; Sales of Collateral. The undersigned hereby agrees that during
the continuance of an Event of Default, (a) all Distributions will be made directly to Lender,
(b) Lender shall have the sole and exclusive right to exercise all voting, consensual and other
powers of ownership pertaining to the Collateral, (c) Lender may take any reasonable action
which Lender may deem necessary for the maintenance, preservation and protection of any of
the Collateral or Lender’s security interests therein, including, without limitation, the right to
declare any or all Secured Obligations to be immediately due and payable without demand or
notice and the right to transfer any of the Pledged Equity or other Collateral into Lender’s name
or the name of any designee or nominee of Lender, (d) Lender may dispose of the Collateral in
accordance with Articles 8 and 9 of the UCC and the provisions of the Pledge Agreement, in
which case, notwithstanding anything to the contrary in the Organizational Agreements, (i)
Lender, or its designee or assign, shall automatically be admitted as a sharcholder, member or
partner, as the case may be, of the undersigned and shall be entitled to receive all benefits and
exercise all rights in connection therewith pursuant to the Organizational Agreements of the
undersigned, (ii} the undersigned shall recognize Lender (or its designee or assign) as the
successor in interest to Pledgor, and (iii) notwithstanding any provisions to the contrary in the
Organizational Agreements, Lender shall not be required to pay any fees or other consideration
of any type, or execute any documents, or be limited by any requirements or conditions
whatsoever (regarding Distributions receivable by Lender from the undersigned, Lender’s
financial condition or otherwise), other than any such requirements, if any, that are expressly set
forth in the Loan Documents,

4, No Liability. Notwithstanding the security interests of Lender in the Collateral or
any of its rights hereunder, (a) Lender shall have no obligation or liability whatsoever for matters
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in connection with the Pledged Equity arising or occurring, directly or indirectly, prior to
Lender’s (or its designee’s, successor’s or assign’s) becoming a shareholder, member or partner,
as the case may be, of the undersigned, and except to the extent set forth in the Loan Documents,
Pledgor shall have no liability for matters in connection with the Pledged Equity arising from
events first occurring after Lender’s (or its designee’s, successor’s or assign’s) acquisition
through foreclosure of the Pledged Equity, and (b) Lender shall not be obligated to perform any
of the obligations or duties of Pledgor under any of the undersigned’s Organizational
Agreements, or to take any action to collect or enforce any claim for payment due Pledgor
arising thereunder.

5. Transfers. The undersigned acknowledges that the security interest of Lender in
the Collateral and all of Lender’s rights and remedies under the Pledge Agreement may be freely
transferred or assigned by Lender. In the event of any such transfer or assignment, all of the
provisions of this Agreement and Acknowledgment shall inure to the benefit of the transferees,
successors, and/or assigns of Lender. The provisions of this Agreement and Acknowledgment
shall likewise be binding upon any and all permitted transferees, successors and assigns of the
undersigned.

6. Further Assurances. The undersigned shall, from time to time, promptly execute
and deliver such further instruments, documents and agreements, and perform such further acts
as may be reasonably necessary or proper to carry out and effect the terms of the Pledge
Agreement and this Agreement and Acknowledgment.

7. Reliance. This Agreement and Acknowledgment is being given to induce Lender
to accept the Pledge Agreement and with the understanding that Lender wili rely hereon,

8. Counterparts. This Agreement and Acknowledgment may be executed in
counterparts.

9. Miscellaneous. The provisions of Article VII of the Pledge Agreement are hereby
incorporated herein by this reference (with all references to Pledgor therein deemed to mean and
refer to the undersigned).

[The remainder of this page is intentionally left blank.}
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed
and delivered by its duly authorized officer as of October __, 2017.

Pledged Entity:

JMJD4 LLC

By:

Security Agreement
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Exhibit B

Organizational Agreements
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EXHIBIT 31

App.452



Case 3:22-cv-02118-X Document 181 Filed 03/10/23 Page 65 of 207 PagelD 5143

ASSIGNMENT OF PLEDGE AND SECURITY AGREEMENT

THAT JMJ DEVELOPMENT, LLC, a Texas limited liability company, ("Assignor"), for
and in consideration of Ten and No/100 Dollars ($10.00) and other good and valuable
consideration to it in hand paid, the receipt and sufficiency of which are hereby acknowledged,
hereby transfers, assigns and sets over unto Southemn Properties Capital, LL.C , a British Virgin
Islands corporation ("Assignee"), all of the right, title and interest of the Assignor in and to the
security interests granted pursuant to the following:

(a) Pledge and Security Agreement dated October __, 2017, executed by IMJAV LLC to
IMJ Development, LLC, granting a security interest in one percent (1%) of the member
interests in IMID4 LLC;

(b) Pledge and Security Agreement dated October __, 2017, executed by TRWF LLC to
IJM] Development, LLC, granting a security interest in one percent (100%) of the
member interests in IMJAV LLC;

(c) Pledge and Security Agreement dated October __, 2017, executed by Enoch
Investments, LLC to JMJ Development, LLC, granting a security interest in ninety-
nine percent (99%) of the member interests in JIMJAV LLC;

(d) Amended and Restated Pledge and Security Agreement dated October _ , 2017,
executed by JIMJAV, LLC to IMJ Development, LI.C, granting a security interest in
one percent (1%) of the member interests in IMID4 LLC;

() Amended and Restated Pledge and Security Agreement dated October _ , 2017,
executed by TRWEF, LLC to JMJ Development, LLC, granting a security interest in one
percent (100%) of the member interests in IMJAV LLC; and

(f) Amended and Restated Pledge and Security Agreement dated October  , 2017,
executed by Enoch Investments, LLC to JMJ Development, LLC, granting a security
interest in ninety-nine percent {99%) of the member interests in IMJAV, LLC.

The above and foregoing Pledge and Security Agreements and the security interests and pledges
granted therein are collectively referred to as the “Pledges.”

TO HAVE AND TO HOLD the Pledges and above described security deposits and prepaid
rents, together with any and all the rights and appurtenances thereto in anywise belonging to
Assignor, unto Assignee, its successors, legal representatives and assigns FOREVER and Assignor
does hereby bind itself and its legal representatives and successors to WARRANT AND
FOREVER DEFEND all and singular the Pledges unto Assignee, its successors, legal
representatives and assigns, against every person whomsoever lawfully claiming, or to claim, the
same or any part thereof.

Assigament of Pledge and Security Agreement
JMIJ Development to Southern Properties
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This is an absolute and present assignment of the Pledges by Assignor to Assignee. In the
event that there is any default under that certain Promissory Note from Assignor to Assignee, then
Assignee shall be entitled to all rights as secured party under the Pledges.

Assignor hereby agrees to indemnify and hold harmless Assignee from and against any and
all losses incutred by Assignee as a result of claims brought against Assignee, as Assignor's
successor in interest in the Pledges hereby assigned, relating to causes of action arising from any
actions or omissions of the landlord under the Pledges occurring prior to the date hereof.

EXECUTED this day of October, 2017

JMJ DEVELOPMENT, LLC
a Texas limited liability co

By:

finothy Barton, Présid

Assignment of Pledge and Security Agreement
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Re: Texas UCC Initial Filing Acknowledgment
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Initial Filing Type: Financing Statement

Initial Filing Number: 20-0017679567 Filing Date; 05/13/2020 Filing Time: 11:56 a,m,
Lapse Date: 05/13/2025 Document Number: 976068230002

Party Type Party Name and Address

Debtor ENOCH INVESTMENTS LLC

1755 WITTINGTON PLACE SUITE 340, FARMERS BRANCH, TX, USA, 75234

Secured Party SOUTHERN PROPERTIES CAPITAL LTD

1603 LBJ FREEWAY, SUITE 280, FARMERS BRANCH, TX, USA, 75234
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FILED: Texas Secretary of State
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UCC FINANCING STATEMENT
FOLLOW INSTRUCTIONS

A. NAME & PHONE OF CONTACT AT FILER (optional)
Date Chin, 214-350-3667

B. E-MAIL CONTACT AT FILER (opltonst)
dchinf@benneitweston,com
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r Capite Services, Inc. ]
Y PX3 Box 183
~ABITOL Austin, TX 78767 |
L SR soodssasy ]

THE ABOVE SPACE IS FOR PILING QFFICE USE CHNLY

1. DEBTOR'S NAME: Provide onfy gne Dedlor name {1a or 1b) {use exact, fult nams; do not omiz, modify, or abbieviate any par of the Deblor's name): If oy part of the hdividuat Debtor's
name witl rot [ I fing 10, leave afl of Rem 1 blank, check hare [:] and provide the Individua Debior Information ta Rem 10 of Ihe Flnancing Statement Addengum {Fom: UCC1A}

18, CRBANIZATION'S NAME

ENOCH INVESTMENTS LLC

oR 10, INDIVIDUALE SURNAME FIRST PERGQNAL NAME ADDITIONAL NAME(S)!INIT?AL(S) SUFFIX
fc. MAILING ADDREGA ity SYATE |POSBTAL CODE COUNTRY
1755 Wittington Place Suite 340 Farmers Branch TX |75234 USA

2. BEBTOR'S NAME: Provids ony g Beblot name (28 or 2b) {use exacl. full name: do nalomil, modify, or abbreviate any part of the Doblor's name); if any part of the individual Deblor's
name will pol §1 iz iine 2b, laave ol of Rem 2 blank, chedk horg G and provide e Indhvidual Debtor information in em 10 of the Financing Slalamant Addendum {Fom UGG1Ad)
20. ORGANIZATION'S HAME
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%c. MAILING ADDREGR eiv §FATE |POSTAL CODE COUNTRY

3. SECURED PARTY'S NAME (or NAME of ASSIGNEE of ASBIGNOR SECURED PARTY: Provide only pun Sucured Parly name (33 or 3b)
33, ORGANIZATION'S NAME

SOUTHERN PROPERTIES CAPITAL LTD

OR 3b. INDIVIOUAL'S SURNAME FIRST PERSQNAL NAME ADDITIONAL NAME[BWMNITIAL{S} BUFFIX
3. MAILING ADDRESS CITY STATE |POSTAL CODE COUNTRY
1603 L.BJ Freeway, Suite 280 Farmers Branch TX {75234 USA

4. COLLATERAL: This financing statemant covers tho following colatoral

Sce Exhibit "A" attached hercto sand made a part hereof,

5. Check goly If applicable and check tnly onw box: Collatwml M 5”&1 In a Trust {sas UCCiAd, tem 17 and Instrucllons) being admintalares by 8 Cecedent’s Personed Repreisntaive
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| | Public-Finance Teangaction Nanuladtured-Hame Transaclion ! I A Daobor ls aTmnmﬂtiﬂ Vlizy ! I Agrsstural en ! | Nen-UGG Filing
7. ALTERNATIVE GESIGNATION (if applicabla): teszesNossor g ConslgnasConsignar D SeXarBuyer uﬂulluemnibr Q LicersoeNiconaor
&, OPTIONAL FILER REFERENCE DATA:

Pare at Windmill Farms - ENOCH INVESTMENTS Sccured Interest - DOT UCC - TX SOS Filing

Infernational Asscclation of C igl Admini i
FILING OFFICE COPY — UGC FINANCING STATEMENT (Form UCC1) (Rev, 04/20/11) atlon of Commiorcial TS APENIARGT




Case ?;:22-CV-02118-X Document 181 Filed 03/10/23 Page 70 of 207 PagelD 5148

EXHIBIT “A*

100% of its interest in JMJD4 LLC which consist of 99% of the membership interest in JMJD4 LLC.

App.458



Case 3:22-cv-02118-X Document 181 Filed 03/10/23 Page 71 of 207 PagelD 5149

EXHIBIT 33
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UCC FINANCING STATEMENT

FOLLOW INSTRUCTIONS

A. NAME 8 PHONE QF CONTACT AT FILER {aptional) - . :
Date Chin, 214-350-3667 D e

B. E-MAIL CONTAGT AT FILER (uptionat) Fite; 1 24 " P-\‘? {‘1 511372020
dehiu@bennettiveston. com T.C.C. Tnitls} Fliing No: 2020 3378223

C. SEND ACKMOWLEDGMENT TO:  {Mame and Addrass) =

Bennett, Weston, Lajone & Turner P.C. _] Service Reguest No: 20203837199
Atin: Date Chin

1603 LBY Freeway, Suite 280
Ballns, Texns 75234

THE ABQVE SPACE I8 FOR FiLING OFFICE USE ONLY

1. DEBTOR'S NAME: Provids only ons, Deblor aame {13 or1b) (use exacl, full name; do nok atnit, madify, or abbreviate any parl of the Deblor's name); if any part of the Individual Deblor's
name will nol fit In line 1b. leave all of item 1 blank. check hete D and provide the (ndividual Debtor information in item 18 af the Financing Statement Addendom {Fovim UCCT1AD)

1a. ORGAN!UGIQB&'S NAME
TRWF LLC
OR 1b. INDIVIOUAL'S SURNAME FIRST PERSONAL NAME ADDITIONAL NAME(SMNITIALIS) BUFFIX
1z MAILING ADDARESS CiTY STATE |POSTAL CODE COUNTRY
1755 Wittington Place Suite 340 Farmers Branch TX |75234 USA

2 DEBTOR'S NAME: Provide only ona Doblar name {26 of 2b} (use exach, fuli name; da not amil, modily, or abbraviale any parl of the Deblor's name); i any part of the lrdividual feblar's
name wi not f in line 2b, (wave all of item 2 blank, check hera I:] and piovida the Individusl Dabior information in item 10 of tha Financing Slalamanl Addenduim: {Form UCC1Ad)

2a, ORGAMIZATION'S RAME

OR

Zb., INDIVIDUAL'S SURNAME FIRST PERSUNAL NAME ADDITIONAL NAME(SYINITIAL(S) SUFFIX

2c. MAILING ADDRESS cIrY STATE |[POSTAL CODE GOUNTRY

3. SECURED PARTY'S NAME {or NAME of ASSIGNEE of ASSIGNOR SECURED PARTY): Provide only pon Secured Parly name (3a or 3b)
12, ORGANIZATIONS NAME

SOUTHERN PROPERTIES CAPITAL LTD

OR b INDIVIDUAL'S SURNANE FIRST FERSONAL NAMVE ADDITIONAL NAME(SYINITIAL{S) BUFFIX
3o MAILING ADDRESS CITY STATE [PDSTAL COGE COUNTRY
1603 LBJ Freeway, Suite 280 Farmers Branch TX (75234 USA

4. COLLATERAL: This financing slalement covers the following collateral:

See Exhibif "A" attached hereto and made a part hereof.

8. Chock goly i applicable ard check gply one box' Collataral is l:]held in a Trust {see UCC 1A, ilerm 17 and Inslructions) being adminislered by a Dacedent’s Peisonal Representative
6a. Check only if sppicable and check prty one box: Bb. Check oply H apphcabils and chack galy one bow
[7] Pubtic-Finance Transacian [ ] Manutacturod-Home Transacion [ ] A Dabloris & Transiling Udlity (3 agricuitural tien [ ] NeaCE Fiting
i A A el
7. AUTERNATIVE DESIGNATION {f applicedley  { | LesseelLessor [ ] consigneeiCansigaor {1 sotienBuyer [] asiwemailor [7] ticonseericansor

8. OPTIONAL FILER REFERENGE DATA:
Parc at Windmill Farms « TRWF Secured Interest - DOT UCC - BE SGS Tiling

international Association of Commercial Adminisirators (FACA)
FILING OFFICE COPY — UCC FINANCING STATEMENT (Form UCC1) {Rev. C4/20111)
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EXHIBIT “A"

100% of its interest in JMJAY LLC which consist of 100% of the membership interest in JIMIAV LLC,
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EXHIBIT 34
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Kelsey Hjornevik 8004323622 {03/03}) 05/14/2020 12:14:56 BM
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FILING NUMBER: 20-0017975172
FILING DATE: 5/14/2020 12:15 PM
DOCUMENT NUMBER: 970482800002

FILED: Texas Secretary of State
Received by Fax

UCCT FINANCING STATEMENT

FOLLOW INSTRUCTIONS
A NAME & PHONE OF CONTAGT AT FILER (cptional)

B. E-MAIL GONTACT AT FILER {optonal)

Mmmmw
r Capitel Sarvices, Inc,
P'O Do 1831

Auwn, TX 78767
F‘Fm 800.345.4847

-

THE ABOVE SPACE IS FOR FILING OFFICE USE ON_I..Y
1. DEBTOR'S NAME: Provide only pna Detlor name (18 of b} {use exact, full name; do nos omit, modfy, of abbreviste any part of the Debior's name); If ary part of the Individusl Deblecs
nigme il pol Hl [n lins b, leave a of fam 1 B'ank, chack hore I:] and provide the Individual Beblor irfermation in ifem 10 of the Financing Bietemant Addendum (Forrn UCO1Ad)
To. ORGANIZATION'S NAME JMJAV LLC

OR 1b. INDIVIDUAL'S SURNAME FIRST PERSONAL NAME ADDITIONAL NAME(SYINITIAL({B) SUFFIK
1%: MAILING ADDRESS %TY BTATE [POSTAL GODE COUNTRY
3901 MIDWAY ROARD, SUITE 102-LB243 ARMERS BRANCH X 15244 USA

2. DEBTOR'S NAME: Provide onty gng Deblor name (26 or 2b) {usa exact, ful nams; da not omit, modify, or abbravian any part of tha Debtor's nama); f any part of Bie Individund Deblor’s
nama wil not fit In Eng 2b, jenve all of itam 2 bank, check hece D #ndl provide ihe Individuat Debior information In iteat 10 of the Financing Statement Addendum (Form UCC1AG)
20, ORGARIRZATION'S NAME

0

~

2, INDIVIOUAL'S SURNAME

FIRST PERSONAL NAME ADDTIONAL NAME(SYINITIAL(S) SUFFIX

2¢. MAILING ADDRESS CITY STATE |[POSTAL CODE COUNTRY

3, SECURED PARTY'S NAME (or NAME of ASSIGNEE of ASSIGNOR SECURED PARTY}): Provide only gna Secured Party nama {38 or 3b)
38, ORGANIZATION'S NAME BOUTHERN PROPERTIES CAPITAL LTD

OR Bb. INDIVIOUAL'S SURNAME FIRST PERSONAL NAME ADDITIONAL NANE(S HINITIAL(S) SUFFI
%_ MAILING ADDREZS SUITR %Tir‘ms STATE |POSTAL CODE COUNTRY
603 TLBJ FREEWAY, SU 800 o 75234 USh
4.COL].ATERAL: Thie financing stat \ covore the foflowing collatorak

100% OF iIT8 INTEREST IN JMID4 LLC WHICH CONSISTS OF 1% OF THE MEMBERSHIP INTEREST IN JMJD4 LLC,

6. Check prly if spplicabl and chodk paly ore bax: Collators) ks Dheld In 4 Teust (see UCCEAG, tem 17 and tnstnuclions)
68, Chetk anly i applicable and check paly ona box:
[ ] publc-Finance Tronsoction [ ] Manutactured.Home Transsction [ ] A Devtor is 8 Transmiting Uty
7. ALTERNATIVE DESIGNATION (i npplicable): [ | Lossee/Lassar { | consinearconsigror
8. OPTIONAL FILER REFERENCE DATA:
JMJAY — JMID4 —~ TX - STATE

belng admiristered by a Decedent's Persona Représentabve
g
6b. Chadk paty IT epeiicable and chack paky one box:

[ Agrcuttwst isn [ non-ucS Filing
D SellarBuyoer Ballas/Balicr i Licenzenlloonsor

FILING OFFICE COPY — UCC FINANCING STATEMENT (Form UCC1) (Rev. 04/20/11) Intarnational Association of Commarciat Adminisirators (IACA)
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EXHIBIT 35
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Q&G E/‘%\
)
kiy-g P

. 20-0017192082
UCC.FINANCING STATEMENT . g5/08/2020 B4:34 PH

FOLLOW INBTRUCTIONS

FILED
A_NAME & PHONE OF CONTACT AT FILER {optional}
Dete Chin, 214-350-3667 \g\ \ T REtARY OF STAYS
B. E-MAIL GONTACT, AT FILER {optional} E S0S '
e : i . i -
Rotum Acknonfedgemant to: ; L “\%\ '
Capitol Services, | 1 | i l
CPI O EI'V'I‘ es, nc, \ )
PO Box 1831 | 969282860003
I CAPITOL Austin, TX 78767 N . - T
L SERVICES' B00.3454647 2
) ) ' —] . “THE ABOVE 8PACH 15 BOR FILING OFFICE USEONLY

1. DEBTOR'S NAME: Frovide only opg, Osbios name (1o or18) (e nxuel, Al RATY: 63 Nt Gmi, MOdHY, o sbteimiite sy park of the Dadior's aame); # wy pan of B Indivioah Datriofs
Aame wilt 6ol B 1A e 4b, loaxs o) of jter § biank, chsh hixe ‘D_oml previde e InGiviousl Debtar Iarmaton W tiem 10 of the Fintnting Siatement Addandum (Form uesian

Ta. ORGANIZATIONS NAME
JIMIAY LLC
ORI G TVIDUALS BURNAME FHST FERBONAL TARE D DITTONAL FAMESINAIALE  [SUFFIX
1e |UNB‘DDREBS__ CiTY 1 A E .POSTALCQDE COUNTRY
13901 Midway Road Suite 102-LB 243 Farmers Branch TX {75244 ‘USA

2. DEBTGR'S NAME: Provide oy poy DAbIor naina (28 of 25) {use wxees, &l nare: do nol omil, modify, or abbreviale any part of the Debiels camul; If sy part ot i Inchridust Dabiers
e will net B b The 20, Iave ol & tam 2 Blank, chegh bere [_‘_'; and proTis L indivkiusd Datior friormation i liem 10 of e Financing SUtsmenl Adeandum (Form UCCIAd)

[2a ORGAMIAT:ONS NAME
O bIVIDUALS SURNANE [FiRET FERSGHRAL WAME ADDITIONAL RAMELBVRITALIS)  [UFFOL
i
3t UAILWG ADDRESS T BTATE |POBTALCODE COURTRY
1 .

3. SECURED PARTY'S NAME for MAME of ASSIGHEE of ABSKIHOR SECURED PARTY}: Provids only pow Sacured Fapy ndine {33 o7 30
5. OROANIZATIONS HAMR

SOUTHERN PROPERTIES CAPITAL LTD

0

“ b INGIVIIRIAL'S SURNAME fIHST-PEHBONALNWE 'ADDWNALMM?EMNLT!AL{S) BUFFIK
S ‘NALING ADDRESS ey STATE POSTALGOOE _cuﬁ'“mv
1603.L.BJ Freeway, Sulte 280 ‘Earmers Branch TX |75234 USA

e
4, COLLATEHAL: This Gnancing S1siamint covers Me loliowing totiatarat

Seo:Exhibit "A" attached heretoand made a part hereof,

5. Chatk offy If kppticatla end chech priy o box: Coiutatas is)
63, Check pplx it appticadtle and chick nalx o box:

[ Pubse-frnance Yransicion [T Wanuincsurad-stoena Toanpseion £ A Bebior a8 Tremiieng vy
“7. ALTEANATIVE DESIGNATION (il wppkeable): Lesapmiledaot ‘ConsignesiConsgner {7 serertouyes

sas UCGTAY, Tom 17 e inninsctions}

lﬂvb. Chadk oty it appkcabla end chreh pily ona dox:
' agrsuneg on [ ] verucc reng
Q Duibewtiior Usaniesicensor

5. OPTIONAL FILER REFERENCE DATA:
Bellwether Ridge -~ JMJAV Socured. Interest - DOT VCC - TX SOS:Filing,

TRomatonal ASSOGRNoR 6f GAMmmMmarcial AdminSIalors (IACAY

FILING-OFFICE-COPY — UCC FINANCING STATEMENT (Form UCGY) {Rev. 04f20i11)
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P

EXHIBIT “A”

100% of its interest in D4DS LL.C which.consist of 1% of the membership interestin DADS LLC.
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EXHIBIT 36
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UCC FINANCING STATEMENT

FOLLOWINSTRUCTIONS

A NAME & PHONE OF CONTACT AT FILER {oplienal I |
Date Chin, 214-350-3667 Delaware Departuent of State

B. E-MASL CONTACT AT FILER {optlonal) ¥ile d {;3,;37 Pl‘ll’[g G:/zs?;ﬂm
dchin@bennettweston.com U.C.C. Tnitéal Filing No: 2020 3275759

C. SEND ACKNOWLEDGMENT TO: {Name and Address)

r—Bennett, Weston, Lajone & Turner P.C. _[ Service Request No: 20203644567
Attn: Date Chin
1603 LBJ Freeway, Suite 280
Dallas, Texas 75234

_] THE ABOVE SPACE IS FOR FILING OFFICE USE ONLY

1. DEBTOR'S NAME: Provide only gng Dablor name (a or 16} (use axec, Tull name: de nol omil, madify, of abbroviata any part of 1he Deblor's name); #f any part of tho tndividual Dablor's
nama wilt nol i1 in line 1b, laava all of item § htank, check haee D and provida the Ingividual Doblor ormation i item 10 of the Financing Statemont Addendym (Form UCC 1Ad)

13, ORGANIZATION'S NAME

JMJD4 LLC
OR 1b. INDIVIOUAL'S SURNAME FIRST PERSONAL NAME ADDITIONAL NAME{SHINITIAL(S) SUFFIX
tc. MALLING ADDRESS crry STATE |[POSTAL CODE COUNTRY
13901 Midway Road Suite 102-LB 243 Farmers Branch TX [75244 USA

2. DEBTOR'S NAME: Pravide only gne Debtar name (2a or 2b} {use exact, full name; do not omi, modify, of abbrevials any part of the Deblor's nemo); if any part of Ihe individual Dedlor's
nama wifl nat £t in fiae 2b, lesve 8l of ilam 2 blank, check hora D and provide tha Ingivideal Deblor intormation ks item 10 of the Financing Statemant Addendum (Form UCC1Ad)

2a, QRGANIZATION'S NAME

Q
=

2b, INDIVIDUAL'S SURNAME FIRST PERSONAL NAME ADDITIONAL NAME(SMINITIAL(S) SUFFIX

2c. MAILING ADDRESS QITy STATE |POSTALCODE COUNTRY

3. SECURED PARTY'S NAME (or RAME of ASSIGNEE of ASSIGNOR SECURED PARTY): Pravide only ona Secured Parly nama {3a of 3b)
3a. ORGANIZATIONS HAME

SOUTHERN PROPERTIES CAPITAL LTD

o Jb. INDIVIDUAL'S SURNAME FIRST PERSONAL NAME ADDITIONAL NAME(S)INITIAL(S) BUFFIX
dc. HAILING ADDRESS GCIEY STATE |POSTAL CODE COUNTRY
1603 LBJ Freeway, Suite 280 Farmers Branch TX {75234 USA

4, COLLATERAL: This financing siatement covers the fotlowing collataral:

Sce Exhibit *A™ attached herefo and made a part hereof,

M
5. Chatk only i applicable and check gnly ons box: Collatetal is Dheld in B Trust {sop UCC1Ad, item 17 and Instruclions) being adiinistersd by & Decedent’s Parsonal Represantalive
M —
Ba, Chock only if applicable and chazk pply ene box: Bb. Chack galy if applicebls and chéck gply ono box:
{ ] Public-Finance Transaction [} Manutactured-Home Tronsaction [} A Dabtor Is a Transmitting Uiitity [J Agrioutivrat isn [ ] Mon-uCC Fiing

iy — whuii

7. ALTERNATIVE DESIGNATION (4 applicabla): i:] LessoafLossor L—_] Consignop/Consignar D SollanBuyer B Bailea/Bailor Q Licansaellicensor
= - —

8. OPTIOMAL FILER REFERENCE DATA;
Bellwether Ridge - JMJID4 Secured Interest - DOT UCC - DE SOS Filing

Infernational Association of Commercial Administrators (IACA)
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EXHIBIT “A”

100% of its interest in D4DS LLC which consist of 98.5% of the membership interest in D4DS LLC.
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EXHIBIT 37
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AGREEMENT FOR PURCHASE AND SALE

This AGREEMENT FOR PURCHASE AND SALE (this “Agreement”), is made and
entered into as of July 6, 2021 (the “Effective Date™), by and between APTS AT
BELLWETHER RIDGE, LLC, a Delaware limited liability company (“Purchaser”), and D4DS
LLC, a Texas limited liability company (“Seller”).

WITNESSETH:

ARTICLE 1: AGREEMENT FOR PURCHASE AND SALE

1.1 Seller agrees to sell and cause to be conveyed to Purchaser, and Purchaser agrees
to purchase, the following real and personal property (collectively, the “Project”) on the terms
and conditions contained herein:

(a) The real property located in the City of DeSoto, Dallas County, State of
Texas, described with particularity on Exhibit “A” (the “Land™) together with all existing
buildings, structures, fixtures, amenities and improvements thereon situated including apartment
units known as the Bellwether Ridge Apartments, and together with all easements and other
rights appurtenant to such Land, as well as Seller’s rights, titles and interests in and to the
mineral rights for the Land, if any (together, the “Property™);

(b}  Seller’s interest as landlord in all leases and occupancy agreements
affecting the Property reflected in the current rent roll attached hereto as Exhibit “C” (the
“Current Rent Roll”), as updated by the certified Closing Rent Roll to be delivered by Seller to
Purchaser at Closing (the “Leases™) or any space therein and any prepaid rent and Seller's
interest in all security deposits and guaranties;

(c) Sellet’s right, if any, to the use of the name “Bellwether Ridge
Apartments” in connection with the Property and any other trademarks, copyrights, trade names
or other intangible rights associated with the Property in which Seller has a transferable right
including any telephone numbers associated with on-site management and leasing operations,
and website(s) and internet address(es) which relate to the Property (the “Intangible Property®);

(d) All of Seller’s right, title and interest in and to all items of personal
property owned by Seller and located at the Property and used in the operation thereof including,
without limitation, plans, specifications, building supplies, marketing materials, boilers, HVAC
equipment, alarms, signage, fittings, appliances, shades, wall-to-wall carpet, draperies, screens
and screening, awnings, plants, shrubbery, landscaping, furniture, furnishings, office equipment,
lawn care and building maintenance equipment, and other fumnishings or items of personal
property used in connection with the ownership and operation of the Land (the “Personal
Property™);

(e) All of Seller’s right, titie and interest in and to all service contracts and
agreements relating to the Property, to the extent such agreements are permitted under this
Agreement (the “Contracts™) (but specifically excluding management and leasing agreements
(“Management and Leasing Agreements™), which will be terminated by Seller on or before

AGREEMENT FOR PURCHASE AND SALE - Page |
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Closing), all rights of actions against previous owners of the Land and Improvements, and any
unexpired warranties and guarantees relating to the Personal Property;

H All of Seller’s right, title and interest in and to any permits, certificates of
occupancy or other licenses and governmental approvals held by Seller in connection with the
ownership or operation of the Project (the “Permits™), to the extent that the same are assignable;
and

(g) All escrows and reserves associated with the First Lien (hereinafter defined)
for the Project, including, without limitation, the tax and insurance reserves, the MIP reserve and
the replacement and repair reserve.

ARTICLE 2: PURCHASE PRICE

2.1 The purchase price {the “Purchase Price”) for the Project shall be an amount
equal to the First Lien Amount as hereinafter defined, payable as follows:

Assumption by Purchaser of the unpaid baiancc of the existing HUD-insured note
and first lien mortgage, dated October 1, 2017, encumbering the Property in the original
principal amount of $19,021,200.00, which amount was reduced to $18,608,100.00 by
Modification Agreement, dated October 1, 2020 (“First Lien™). The amount to be assumed will
be the outstanding principal balance, plus accrued but unpaid interest, as of Closing (“First Lien
Amount”),

2.2 (=) Not later than three (3) business days after the Effective Date of this
Agreement, Purchaser shall deliver a check in the amount of $1,000.00 (“Earnest Money
Deposit”) to Commonwealth Land Title Insurance Company (the “Title Company™), 5949
Sherry Lane, Suite 111, Dallas, Texas 75225, Atin: James P. Lazar (“Escrow Agent”) to be held
in escrow in an interest-bearing account pursuant to the terms of this Agreement pending the
Closing.

(b)  Asused in this Agreement, the term “Deposit” shall mean any sums, including the
Earnest Money Deposit, and, if applicable, the Closing Extension Deposit, and instruments and
accrued interest thereon, if any, held by Escrow Agent hereunder. The Deposit shail be applied
to the Purchase Price at the Closing. If Purchaser desires to terminate this Agreement pursuant
to a right granted to Purchaser in any section of this Agreement, Purchaser shall effect such
termination by giving written notice thereof to Seller and Escrow Agent within any applicable
time period provided therefor in this Agreement. Upon receipt of such notice, unless otherwise
provided herein, Escrow Agent shall return the Deposit to Purchaser without the requirement of
any further notice or instruction, this Agreement shall wholly cease and terminate, and no party
to this Agreement shall have any further claim against, or obligation to, any other party to this
Agreement except as cxpressly provided hercin, and the lien, if any, of Purchaser against the
Project shall automatically cease and terminate. In the event that notice shall not have been
given or be deemed to have been given prior to the last day of the Inspection Period (as
hereinafter defined) and Selier shall object to the disbursal of the Deposit, the Escrow Agent
shall hold the Deposit pending a non-appealable adjudication by a court of competent
jurisdiction or by joint written instructions of Seller and Purchaser.

AGREEMENT FOR PURCHASE AND SALE  Page2
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ARTICLE 3: PHYSICAL CONDITION OF PROJECT, INSPECTION PERIOD

3.1 Purchaser will inspect the Project during the hereinafter described Inspection
Period. Purchaser acknowledges that Seller has not made and does not make and is unwilling to
make any express or implied representations or warranties as to the present, past or future
physical condition, income, expenses, operation, legality of occupancy or any other matter
affecting or related to the Project except as specifically set forth in this Agreement. No
representation, warranty or covenant made by Seller in this Agreement or any document
delivered pursuant hereto shall survive the Closing except as expressly provided in this
Agreement. Purchaser agrees to purchase the Project in its “AS IS” condition (but subject only
to the express representations and warranties herein) with a complete waiver of any and all
warranties as fo the condition of the Project or its fitness for any purpose, other than as expressly
provided herein, all in accordance with the waiver language to be included in the Special
Warranty Deed conveying the Property to Purchaser (the “Deed™).

32  Any documents, records or information provided to Purchaser in connection with
Purchaser’s inspection of the Project shall be kept in strictest confidence (but may be disclosed
to Purchaser’s agents, brokers, accountants, advisors, consultants, attorneys and prospective
lenders or investors} and shail be returned to Seller in the event that this Agreement is canceled
for any reason. In the event that Purchaser elects not to proceed with this transaction, Purchaser
shall deliver to Seller copies of all reports prepared for Purchaser by third-parties in connection
with its inspection, without any representation as to the accuracy thereof, upon receipt of
payment from Seller of the actual costs for such reports incurred by Purchaser.

3.3  Seller represents and warrants to Purchaser as of the date of this Agreement as
follows:

(a)  Seller is a Texas limited liability company, duly formed, validly existing
and in good standing in the state of its formation and is qualified to do business in Texas.

(b)  Seller has full power and authority to enter into and perform this
Agreement, The execution, delivery and performance of this Agreement by Seller has been duly
and validly authorized by all necessary action on the part of Seller and all required consents and
approvals have been duly obtained.

{c) All Due Diligence Materials delivered in furtherance of Purchaser’s
inspection of the Project, including all leases, lease correspondence, and rent rolls have been
prepared and assembled in the ordinary course of business by Seller’s fee manager, are believed
to be true, complete and accurate and have been relied upon by Seller.

(d)  The Rent Roll is a true, correct and complete list of all of the Leases and
rent roll for the Property. The rents and other sums due or to become due under ¢ach Lease have
not been assigned, encumbered or subjected to any lien by Seller. Seller has provided Purchaser
with true, correct and complete copies of all the Leases, including all amendments thereto. To
Seller’s actual knowledge, which has not been contradicted by any written notice; (i) the Leases
have been duly authorized and executed by the landlord, and, by the tenant thereunder, (ii) the
Leases are in full force and effect according to the terms set forth therein, (iii) the Leases set

AGREEMENT FOR PURCHASE AND SALE - Page 3
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forth the entire agreement between landlord and tenant with respect to the premises affected
thereby; (iv) there are no uncured defaults under the Leases; and (v) the Rent Roll and other
financial information prepared by Seller as part of the Seller Deliveries are true and complete in
all material respects. Seller has not (i) made any representations to any tenant regarding the
condition of the premises covered by any Lease or the compliance of the premises with any
applicable governmental regulations, except as expressly set forth in the Leases, (ii) granted any
concessions to any tenant not disclosed in such Lease; or (iii) received any written notice of any
defaults under the Leases, There are no lease brokerage agreements, leasing commission
agreements or other agreements providing for payments of any amounts for leasing activities or
procuring tenants with respect to the Property other than any agreements explicitly contained in
the Leases. The Leases set forth all Tenant inducement costs and commissions that are currently

~ due and payable or which have otherwise accrued with respect to any Lease. Other than as
provided for in the Leases, there are no other agreements, oral or written, in connection with any
Tenant inducement costs or leasing commissions that may become due and payable in the future
in connection with any Lease.

(e) The operating statements of the Project to be delivered by Seller to
Purchaser during the Inspection Period were prepared in the ordinary course of business by
Seller’s fee manager, are believed to be accurate, and have been relied upon by Seller.

@ To the best knowledge of Seller, the Permits have been duly and validly
issued, are in full force and effect.

(g)  To the best knowledge of Seller, there is no litigation or arbitration or
other legal or administrative suit, action, proceeding of any kind pending against or involving
Seller relating to Seller’s ownership of the Property or any part thereof which would prevent
Seller from conveying the Project in accordance with this Agreement. Except as may be
described in the Due Diligence Materials, Seller has not received any notice from any
Govermmental Authority with respect to any violation of any applicable zoning ordinances and
building codes, flood disaster laws and health and environmental laws, rules and regulations
(hereinafter collectively called the “Applicable Laws™).

{h) Seller is not a “foreign person” as defined in Section 1445 of the Internal
Revenue Code of 1986, as amended, and the Income Tax Regulations thereunder.

)] Selter owns fee simple title to the Property, subject to the exceptions of
record.

() Except for the Contracts, there will be no contracts or other agreements
which affect or will affect or which are or will be obligations of the Purchaser or the Property
after the Close of Escrow. All of the service contracts currently effecting the Property (“Service
Contracts™) may be terminated without penalty or other payment upon no more than thirty (30)
days’ notice except for the contract for electrical service,

(k)  To Seller’s knowledge, the Property is not in violation of any recorded

covenants, conditions, restrictions or other agreements recorded in the Real Property Records of
Dallas County, Texas (“Recorded CC&Rs”).

AGREEMENT FOR PURCHASE ANB SALE - Puged
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N To the best of Seller’s knowledge or as described in the Due Diligence
Materials (i) the Property is free of hazardous wastes, materials, substances, urea formaldehyde,
PCB’s and all other toxic, radioactive or hazardous wastes, materials, substances or
contaminations in excess of amounts permitted under applicable federal, state and local
regulations (collectively, “Hazardous Materials™); and (ii) no Hazardous Materials have been
stored, disposed or located upon the Property except in the ordinary course of business for a
multi-family residential community. Without in any way limiting the generality of above,
neither the Property nor the Seller are the subject of any pending or, to the best of Seller’s
knowledge or as described in the Due Diligence Materials or the Violation, threatened
investigation or inquiry by any Governmental Authority, or are subject to any remedial
obligations under any Applicable Laws pertaining to health or the environment (“Applicable
Environmental Laws"), including, without limitation, the Comprehensive Environmental
Response, Compensation, and Liability Act of 1980, as amended {(“CERCLA™), the Resource
Conservation and Recovery Act of 1987, as amended (“"RCRA™), and this representation and
warranty would continue to be true and correct following disclosure to any applicable
Governmental Authority of all relevant facts, conditions and circumstances pertaining to the
Property and/or the Seller. Seller has taken all steps necessary to determine and has determined
that no hazardous substances, solid wastes, or other substances known or suspected to pose a
threat to health or the environment (“Hazards”) have been disposed of or otherwise released on
or to the Property or exist on or within any portion of the Property. To the knowledge of Seller,
or as otherwise disclosed in the Due Diligence Materials, no prior use, either by Seller or the
prior owners of the Property, has occurred, which violates any Applicable Environmental Laws.
The use which Seller makes of the Property will not result in the disposal or release of any
hazardous substance, solid waste or Hazard on, in or to the Property. The terms “hazardous
substance” and *release” shall each have the meanings specified in CERCLA, and the terms
“solid waste™ and disposal” (or “disposed™) shall each have the meanings specified in RCRA;
provided, however, that in the event either that CERCLA or RCRA is amended so as to broaden
the meaning of any term defined thereby, such broader meaning shall apply subsequent to the
effective date of such amendment; and provided further that, to the extent that the laws of the
State of Texas establish a meaning for “hazardous substance”, “rciease”, “solid waste”, or
“disposal” which is broader than that specified in either CERCLA or RCRA, such broader
definition shall apply. To the best of Seller’s knowledge and belief, there has been no litigation
brought or threatened nor any settlement reached by or with any parties alleging the presence,
disposal, release, or threatened release, of any hazard substance, solid wastes or Hazards from
the use or operation of the Property. To the best of Seller’s knowledge and belief after diligent
investigation and inquiry, the Property is not on any federal or state “Superfund” list, nor subject
to any environmentally related liens.

(m)  Except as set forth in the Title Commitment or Due Diligence Materials,
there are no unpaid assessments (governmental or otherwise) for sewers, water, paving, electrical
power or otherwise affecting the Property (matured or unmatured) and, to the best of Seller's
knowledge, no such assessments are threatened, There are no options, contracts or other
obligations outstanding for the sale, exchange or transfer of the Property, or any portion thereof.

(n) At the Closing there will be no unpaid bills or claims in connection with
any repair of the Property or other work performed or materials purchased in connection with the
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Property, or sufficient funds in the reasonable judgment of Purchaser shall be escrowed for such
purpose.

{0) Selier has not received any written notice from any governmental entity of
any violation by Seller of any law, rule or regulation affecting the Property or its use including
any environmental law or regulation, nor any written notice that the Property is in violation of
any applicable building or zoning code or ordinance, except for any such matters which may
have been previously cured by Seller.

(p)  There are no persons employed by Seller in connection with the operation
of the Property, and there are no maintenance, advertising, management, leasing, employment, or
service contracts affecting the Property that will be in effect at Closing except for the Contracts
unless expressly assumed in writing by Purchaser. Otherwise, Seller shall terminate any such
employee and any such contracts (not expressly assumed by Purchaser) other than the Contracts
at or prior to the Closing.

If, at any time prior to Closing, Seller shall discover that any representation or warranty
contained in this Article 3.3 is, or has become, inaccurate in any material respect, Seller shall so
notify Purchaser in writing (the “Correction Notice”), and Purchaser shall have the right by
notice given in writing not more than five (5) business days after receipt of the Correction Notice
to terminate this Agreement and receive a refund of the Deposit. The representations and
warranties contained in this Agreement shall survive one (i) year from the Closing Date,

3.4 Purchaser intends to conduct its physical inspection of the Project beginning on
the Effective Date of this Agreement and ending at 5:00 p.m. Dallas, Texas time, thirty (30) days
after the Effective Date (“Inspection Period”). The Purchaser’s inspection shall be at the sole
cost and expense of Purchaser and at times approved in advance by Sellet’s manager (not to be
unreasonably withheld) so as to minimize disturbance to the operations of the Project, its
employees, and guests. Seller shall reasonably assist with such inspection and shall provide
Purchaser with access to the Project, but shall not be obligated to incur any material cost or
expense in connection therewith or to furnish any information other than at the place where same
is maintained. During the Inspection Period, Seller shall provide Purchaser with accurate and
complete copies of, or permit Purchaser to review at the Property, all books and records in the
possession of Seller or its agents relating to the Project, including, without limitation, all of the
Leases, Contracts and Permits, all lease files and correspondence, all property tax bills in Seller’s
possession, utility bills, and repair and maintenance records with respect to the Property and
Personal Property. All information received by Purchaser relating to the Project, Seller or its
affiliates shall be kept in strict confidence (subject to the terms above) and used solely for the
purpose of determining the advisability of proceeding with the transaction described in this
Agreement. On or before five (5) days after the Title Company’s receipt of the Deposit, Seller
shall deliver to Purchaser or make the items described on Exhibit “D” (collectively, the “Due
Diligence Materials”) available to Purchaser for Purchaser’s review:

PURCHASER ACKNOWLEDGES THAT PURCHASER HAS INSPECTED AND
INVESTIGATED THE PROPERTY (OR PRIOR TO THE CLOSING WILL HAVE
INSPECTED AND INVESTIGATED THE PROPERTY) AND HAS ENTERED INTO THIS
AGREEMENT BASED UPON SUCH INVESTIGATION AND INSPECTION AND
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PURCHASER’S RIGHT TO CONDUCT THE INSPECTION AND INVESTIGATION
PURSUANT TO THIS ARTICLE 3. EXCEPT AS EXPRESSLY PROVIDED IN THIS
AGREEMENT AND THE WARRANTIES OF TITLE SET FORTH IN THE ACT OF SALE,
PURCHASER ACKNOWLEDGES THAT IT IS RELYING SOLELY ON ITS OWN
INVESTIGATION AND INSPECTION OF THE PROPERTY AND NOT ON ANY
INFORMATION PROVIDED FOR OR ON BEHALF OF SELLER. EXCEPT AS
EXPRESSLY PROVIDED IN THIS AGREEMENT AND THE WARRANTIES OF TITLE
SET FORTH IN THE DEED, THE SALE OF THE PROPERTY IS MADE ON AN “AS IS”,
“WHERE IS” AND “WITH ALL FAULTS"” BASIS, AND PURCHASER EXPRESSLY
ACKNOWLEDGES THAT, IN CONSIDERATION OF THE AGREEMENTS OF THE
SELLER AND EXCEPT AS EXPRESSLY PROVIDED IN THIS AGREEMENT AND THE
WARRANTIES OF TITLE SET FORTH IN THE DEED, SELLER HAS NOT MADE ANY
WARRANTY OR REPRESENTATION, EXPRESS OR IMPLIED, OR ARISING BY
OPERATION OF LAW, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTY OF
SUITABILITY, HABITABILITY, CONDITION, ELIGIBILITY, MERCHANTABILITY OR
FITNESS FOR A PARTICULAR PURPOSE WITH RESPECT TO THE PROPERTY OR ANY
PORTION THEREOF AND SELLER HAS NO LIABILITY OF ANY KIND TO PURCHASER
ON ACCOUNT OF THE FOREGOING. THE PROVISIONS OF THIS PARAGRAPH SHALL
SURVIVE THE CLOSING.

3.5 In consideration of the option to purchase the Project granted to Purchaser under
the terms of this Article 3 (the “Option™), Purchaser shall pay to Seller the sum of ONE
HUNDRED DOLLARS ($100), the sufficiency of which consideration is hereby acknowledged
by the parties. Such payment shall be fully earned by Seller’s delivery to Purchaser of an
executed copy of this Agreement, and shail be credited to Seller at the Closing or deducted from
the Deposit if the Deposit is returned to Purchaser,

3.6 If Purchaser, in Purchaser’s sole and absolute discretion, decides that the Project
or any aspect of it is unsatisfactory, then Purchaser shall have the right to terminate this
Agreement by giving written notice to Seller and Escrow Agent at any time during the Inspection
Period and have the Deposit, less the Option fee described in Section 3.5, above, returned to it
and neither party shall have any further obligation to the other except as expressly provided in
this Agreement. If Purchaser does not give Seller and Escrow Agent written notice on or before
7 p.m. Central Time on the last day of the Inspection Period that Purchaser waives its right to
terminate this Agreement pursuant to this Section 3.6, then Purchaser shall be deemed to have
terminated this Agreement. -

3.7 Purchaser shall have (10) ten days after the Inspection Period (*Board Approval
Period”) to obtain the approval of its Board of Managers to the transaction contemplated hereby.
If Purchaser’s Board of Managers approves this transaction, it shall give notice of such approval
to Purchaser (“Board Approval Notice”). If Purchaser does not notify Seller within said period
that such approval has been obtained, then this Agreement shall be deemed void ab initio and the

Deposit shall be returned to Purchaser and neither party shall have any further obligation to the
other,
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3.8 Covenants.

{a) Between the date of this Agreement and the Closing Seller shall continue
to maintain the Property in accordance with Seller’s prior practices, ordinary wear and tear,
casualty losses and condemnation excepted. During the term of this Agreement, Selter shall not
take any action which would materially adversely affect the title to the Property.

(b)  Seller will cause fire and extended coverage insurance relating to the
Property to be maintained in full force and effect at an amount no less than the full replacement
cost of the Property.

(c) Seller shall continue to operate the Property in accordance with its normal
and customary practice after the Effective Date and prior to Closing, so that the Property will be
in substantially the same condition on the Closing Date as on the Effective Date, reasonable wear
and tear excepted. After the Effective Date, Seller shall not, without approval of Purchaser enter
into any new Service Contracts that are not cancelable without any penalty or fee on thirty (30)
days’ or less notice by Seller. Seller shall terminate all Service Contracts related to the Property
prior to Closing, unless Purchaser elects (prior to expiration of the Inspection Period) to assume
such Service Contracts, From and after the Effective Date through the Closing, Seller, at its sole
cost and expense, shall (i) not voluntarily subject the Property to any additional liens,
encumbrances, covenants, conditions, easements, rights-of-way or similar matters, (ii) not make
any alterations to the Property, except in the ordinary course of business, all of which Seiier shall
complete at its sole cost and expense prior to Closing, (iii) pay for all capital and other
improvements which are performed or contracted for by Seller at or prior to Closing, and (iv)
not accept from any tenant payment of rent more than one (1) month in advance, or apply any
security deposit to rent or any other default by any tenant. Seller shall continue to lease
residential units in accordance with Seller’s prior practices and market conditions,

(d)  Seller shall not remove any personal property from the Property without
the consent of Seller unless the same is replaced by property of equal or greater value, and will
make all necessary repairs and replacements during such time.

3.9  Conditions to Purchaser’s Obligations. Purchaser’s obligation to purchase the
Property shall be conditioned upon the satisfaction of each of the following conditions prior to or
simultaneously with the Closing any of which may be watved by written notice from Purchaser
to Seller:

() Seller has complied with and otherwise performed the obligations of Seller
set forth in this Agreement.

(b)  All representations and warranties of Seller as set forth in this Agreement
shall be in all material respects substantively true and correct as of the date hereof and on the
date of Closing (except for representations which by their terms are made as of a specific date or
refer to a specific date).
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{c) Financing

{n Seller is the borrower under the First Lien in the original
principal amount of $19,021,200.00. The First Lien is secured by a first mortgage lien on the
Property. As provided in Section 2 herein, Seller and Purchaser have agreed that the Purchase
Price in the amount of the outstanding principal balance thereof shall be paid via Purchaser’s
assumption of the First Lien. Because the Project will be encumbered by financing insured by
HUD, closing of this transaction shall be subject to the approval by HUD and the lender under
the First Lien (“Lender”) of a Transfer of Physical Assets (“TPA”) of the Project. Any and all
documents to be executed by Seller in connection with the TPA shall be subject to Purchaser’s
approval, not to be unreasonably withheld, conditioned or delayed. From and after the
consummation by Seller of the HUD Final Endorsement Closing with respect to the First Lien
until the Closing or earlier termination of this Agreement, Seller authorizes Purchaser to contact
Lender with respect to facilitating the TPA and assumption of the First Lien (“Loan
Assumption”). The “Financing Contingency” shall be deemed satisfied when the parties have
obtained conditional Lender and HUD approval to the TPA with conditions, including the form
of the Loan Assumption documents, approved by Purchaser in its reasonable discretion.
Provided Seller has provided Purchaser with all documents necessary including the Due
Diligence Documents, Purchaser agrees to file the application for TPA with the Lender by the
date that is fourteen (14) days after the Board Approval Period. If Lender requires additional
information from Seller or Purchaser, Purchaser shail have a reascnable amount of time after
receipt of such information required to make a filing or supplementa!l filing. In the event that on
or before the 120th day following the Board Approval Period (the “Financing Contingency
Deadline”), the Financing Contingency has not been satisfied, this Agreement will terminate, the
Deposit shall be returned to Purchaser, and the parties shall have no further obligations
hereunder (except for obligations that are expressly intended to survive termination of this
Agreement). At all times prior to satisfaction of the Financing Contingency, whether by the
Financing Contingency Deadline or the Extended Financing Contingency Deadline, Seller shall
reasonably cooperate with Purchaser in such efforts, including without limitation the execution
of any applications which are required to be executed by the existing owner of the Project and
the furnishing of any and all information in its possession which is reasonably required by
Purchaser in its efforts to obtain approval of the TPA and satisfy the Financing Contingency.
Purchaser shall be required to pay all costs, fees, assumption fees, or other charges imposed or
incurred by the Lender, HUD or Seller in connection with the TPA and the Loan Assumption,
other than Seller’s legal fees incurred therewith,

(d)  Purchaser shall at all times have the right to waive any conditions (other
than those given under Section 3.9(c) above), provided that no such waiver shall be effective
unless such waiver or waivers are in writing; provided that if Closing occurs and Purchaser has
actual knowledge of the non-fulfillment of any such condition, such act of consummating
Closing shall be deemed a waiver of such known, unfulfilled condition. Any such waiver shall
be deemed a release of Seller and any liability of Seller, if any, as a result of the failure of such
condition.
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ARTICLE 4;: PERMITTED ENCUMBRANCES TO TITLE

4.1  Purchaser agrees to accept title to the Property subject to the following matters
(collectively, the “Permitted Encumbrances™);

(a) Leases and tenancies reflected on the Rent Roll and such further Leases as
may be entered into in accordance with this Agreement,

(b)  Liens securing payment of all ad valorem, intangible and other real and
personal property taxes, special and general assessments, school taxes, and water and sewer
charges against the Property or the Personal Property covered by this Agreement for the tax year
in which the Closing Date occurs and subsequent years to the extent such items are properly
apportioned under this Agreement, and the lien of any special taxes not entered of record against
the Property on the Closing Date.

(© Servitudes, easements and restrictive covenants, if any, which are recorded
in the land records of the County Clerk of Dallas County, Texas, as of the date hereof and which
do not matetially affect the marketability of the Property.

(d)  Matters approved or deemed approved pursuant to the terms of this
Agreement.

(e) Zoning ordinances and regulations and building restrictions and
regulations affecting the Property on the Closing Date.

H The First Lien.

(g)  All building, subdivision, land sales, securitics, ecology, environmental
protection and like laws, ordinances, rules and regulations of governmental authorities, including
those of any and all regulatory agencies and administrative officials having or asserting
jurisdiction over the Property.

ARTICLE 5: CONDITION OF TITLE, TITLE INSURANCE

5.1  Seller shall promptly obtain from the Title Company through Escrow Agent, and
deliver to Purchaser, a title commitment or a preliminary report (the “Title Commitment”) to
issue a TLTA Owner’s Policy of Title Insurance (the “Title Policy™) insuring Purchaser’s title to
the Property to be good and indefeasible in the amount of the Purchase Price, containing
coverage over all general exceptions subject to only the Permitted Encumbrances. A copy of the
Title Commitment and legible copies of each of the documents of record reflected therein shall
be furnished to the attorneys for Purchaser and Seller. Seller shall also deliver to Purchaser a
copy of the Existing Survey, Within ten (10) days of receipt of the title materials described
above, together with the Existing Survey, Purchaser shall give written notice (the “Objection
Notice™) to the attorney for Seller identifying with particularity any defect of title to which
Purchaser objects (the “Objections™) separately specifying and setting forth each such Objection.
Seller shall be entitled to reasonable adjournments of the Closing Date not exceeding thirty (30)
days in the aggregate, to cure the Objections, uniess waived by Purchaser. If Purchaser gives
Seller an Objection Notice within the period set forth above, then all matters disclosed on the
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Title Commitment which are not objected to in such Objection Notice shall be deemed to be
Permitted Encumbrances.

5.2 Seller shall not be required to expend any money or bring any action or
proceeding or do any other thing in order to deliver the Project or convey title to the Property as
required by this Agreement or the Objection Notice. If Seller gives Purchaser notice (the
“Response Notice™) that Seller is unable or unwiiling to convey the Project or title to the Project
as required by this Agreement or the Objection Notice, Purchaser may, as its exclusive remedy,
elect by written notice given to Seller within five (5) days after the Response Notice is given,
either (a) to accept such title as Seller is able to convey without any reduction or abatement of
the Purchase Price, or (b) to terminate this Agreement, in which event the Deposit and Financing
Period Extension Fee shall be returned to Purchaser.

5.3 If Purchaser shall fail to give timely notice of its election to terminate this
Agreement, Purchaser shall be deemed to have accepted all matters reflected on the Title
Commitment as Permitted Encumbrances,

5.4  Unpaid liens for real estate and personal property taxes for years prior to the fiscal
year in which the Closing Date occurs and any other matters which Selier is obligated to pay and
discharge at the Closing shall not be deemed objections to title, but the amount thereof
chargeable to Seller, plus interest and penalties thereon charged by the taxing authority, if any,
shalt be deducted from the Purchase Price on the Closing Date and paid to the Title Company
with instructions to pay and discharge such matters.

5.5  Closing costs associated with the Closing and typically paid by a seller including,
but not limited to, deed stamps, transfer taxes, and Seller’s attorneys’ fees shall be paid by Seller.
Seller shall pay all premiums and other fees associated with the Title Policy and survey to be
delivered at Closing. The cost of physical inspection, accounting, audit, and other investigations
made in connection with Purchaser’s due diligence, Purchaser’s attorneys’ fees and all other
costs associated with the Closing shall be paid by Purchaser.

5.6  Time is of the essence with respect to the provisions of this Section 5,
ARTICLE 6: CLOSING

6.1  Provided that all of the conditions of this Agreement shall have theretofore been
satisfied, the closing (the “Closing™) of the purchase and sale of the Property shall be conducted
at the offices of the Escrow Agent (or at such other location as shall be mutually agreeable to
Seller and Purchaser) on the date (“Closing Date”) that is on or before ten (10) days after the
Financing Contingency Deadline.

6.2 Upon Seller’s and Purchaser’s delivery of all required documents and instruments
and payment of the Purchase Price and other amounts required herein, Purchaser and Seller shall
prepare and sign a closing statement reflecting the adjustments and payments made and
agreements in connection therewith. Seller and Purchaser shall jointly deliver a copy of the
closing statement and all of the aforesaid documents to the Title Company which shall do the
foilowing:
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(a) Record the Deed and loan documents, if any, associated with this
transaction.

(b)  Deliver to Setler and Purchaser or other appropriate party the documents
and payments delivered to it as escrow holder for delivery to such party.

() Pay all recording taxes and transfer fees and all filing fees reflected on the
closing statement.

(d)  Issue the Title Policy and, if applicable, an endorsement to the existing
Lender’s Policy of Title Insurance.

(e File the reports required by Section 6045 of the Internal Revenue Code
and regulations promulgated thereunder.

ARTICLE 7;: DOCUMENTS REQUIRED ON CLOSING DATE

7.1 At or prior to the Closing, Seller shall execute and/or deliver the following to
Purchaser through Escrow Agent:

(a) A Deed in a form reasonably acceptable to Seller and Purchaser and
approved by HUD.,

(b) A Blanket Conveyance, Bill of Sale and Assignment, in a form reasonably
acceptable to Seller and Purchaser and approved by HUD (the “Bill of Sate”).

(¢}  An Assignment and Assumption of Leases in a form reasonably
acceptable to Seller and Purchaser and approved by HUD (the “Assignment of Leases”), as well
as the hereinafter described Tenant Notification Letter,

(d) A pro forma of the Title Policy, as described in Section 5.1 of this
Agreement.

(¢)  Keys to all locks and plans and specifications for the Property, if in the
possession of Seller, which shall be delivered to Purchaser’s representative at the Property.

(H A rent roll for the Property (the “Closing Rent Reoll™) dated and certified
as of the Closing Date listing each tenant, the monthly base rent payable, lease expiration date,
security deposit and reflecting any rent due at the time of closing.

(g)  The originals or certified copies of the leases and other occupancy
agreements described in the Closing Rent Roll.

(h) Al transfer documents (the “Transfer Documentation”) necessary to
assume the First Lien executed by Seller and the Existing Lender and to release Seller and
current guarantors.

(i) Organizational and authority documents satisfactory to the Title Company.,
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)] All costs and fees required to be paid by Seller pursuant to Article 8.

(k) Such other documents and instruments as may be required by this
Agreement or by the Title Company in order to consummate the transactions described in this
Agreement and to issue the Title Policy to Purchaser.

1) A non-foreign (FIRPTA) affidavit for Seller complying with the
requirements of Internal Revenue Code Section 1445(f)(3) and the regulations promulgated
thereunder,

(m)  Evidence of termination of those Contracts that are terminable pursuant to
Section 3.7(b)(vi).

(n)  An affidavit acceptable to the Title Company reflecting that there are no
changes to the Survey except those approved by the Purchaser.

(o) Such other instruments and affidavits as are customarily executed by the
seller of an interest in real property in connection with the recording of a deed.

7.2 Ator prior to the Closing, Purchaser shall execute and/or deliver the following to
Escrow Agent:

(a) The Purchase Price.

(b) The Deed.

(©) The Bill of Sale.

(d) The Assignment of Leases.

(® The Transfer Documentation executed by Purchaser.

) Organizational and authority documents satisfactory to the Title Company.

() A written notice of the acquisition of the Property by Purchaser, originally
executed by Seller and Purchaser, which shall be transmitted to all tenants and to other parties
affected by the sale and purchase of the Property (the “Tenant Notification Leiter™). Such
notice (in the form of Exhibit “B” hereto) shall inform the addressees of the sale and transfer of
the Property to Purchaser and contain appropriate instructions relating to the payment of future
rentals and the giving of future notices. The said notices shall specify that unapplied security
deposits under the tenant leases have been delivered to the Purchaser and that the Purchaser is

responsible for the refund thereof and such notice shall be in form and substance adequate under
local law to relieve Seller of all liability for return of such deposits.

(h) All costs and fees required to be paid by Purchaser pursuant to Article 8.
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(i) Such other documents and instruments as may be required in this
Agreement or by the Title Company in order to consumtmate the transactions described in this
Agreement.

()] Such other instrument, affidavits, and tax returns as are customarily
executed by the purchaser of an interest in real property in connection with the recording of the
deed. '

ARTICLE 8: APPORTIONMENTS AND ADJUSTMENTS

8,1  Seller shall be responsible for and pay all accrued expenses with respect to the
Project accruing up to 11:59 P.M. on the day prior to the Closing Date (the “Adjustment Date”)
and shail be entitled to receive and retain all revenue from the Project accruing up to the
Adjustment Date; provided, however, that if the Closing Date occurs on the last day of the
month, the Adjustment Date shall be the Closing Date.

8.2  On the Closing Date, the following adjustments and apportionments shall be made
by authorized representatives of the parties in cash as of the Adjusiment Date:

(a) Rent payable and paid for the month of Closing shall be prorated as of the
Adjustment Date. There shall be no proration of delinquent rentals. After the Closing, Purchaser
shall continue to bill tenants for sums reflected on the Closing Rent Roll as past due, shall
receive such rents as trustee for Seller, and shall deliver such sums to Seller if, as and when
received. Such rents shall be applied first to costs of collection, second to rents due for the
Closing Month, third to rents due to Purchaser at the time of receipt, and last to rents due Seller
for periods prior to Closing. After the Closing, if Seller receives rents for periods after the
Closing Date, it shall remit such sums to Purchaser within two (2) business days of receipt.

{b) Real cstate taxes, ad valorem taxes, school taxes, assessments and
personal property, intangible and use taxes, if any. In the event that either the tax assessment or
the tax rate for the current year is not known at Closing, the parties shall prorate at Closing on
the basis of the last known values and rates and adjust the prorations once such values or rates
become known for the current year. Seller shall pay installments of confirmed assessments that
have been levied against the Property and are due and payable as of the Closing. Purchaser shall
pay all installments of any special assessments due after Closing.

(¢)  Charges under Contracts affecting the Project on the Adjustment Date, and
utility charges and relating to the Project, including any payments made to Seller prior to the
Closing Date in respect of Contracts, laundry lease or information services, whether

tE 1)

characterized as “‘decorating fees”, “sign-up bonuses”, “additional rents” or the like.

(d)  Utilities, water and sewer charges on the basis of the period for which
assessed.

(e) Income from vending machines and tenant services, if any.

8.3 At the Closing, Purchaser will receive a credit against the Purchase Price in an
amount equal to all unapplied security deposits held under Leases in effect on the Adjustment
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Date, against Purchaser's receipt and indemnification therefor. Upon making such credit,
Purchaser will be deemed to have received all such security deposits and shall be fully
responsible for the same as if a cash amount equal to such security deposits were actually
delivered to Purchaser. Prior to the Closing, Seller reserves the right to apply security deposits
as provided under the respective leases and permitted by applicable law; provided however,
Seller shall not apply security deposits for any rentals due for the month in which the Closing
Date occurs.

8.4  All other income of the Property, accruing or relating to the period through the
Adjustment Date shall be paid to Seller. All other income of the Property, accruing or relating to
the period commencing on the Adjustment Date and thereafter shall be paid to Purchaser.

8.5 Al other expenses, such as utilities, maintenance and other operating expenses,
incurred in connection with the Property and accruing or relating to the period through the
Adjustment Date shall be the responsibility of and paid by Seller. Seller shall pay the existing
amounts due under Construction Contracts. All other expenses, such as utilities, maintenance
and other operating expenses incurred in connection with the Property and accruing or relating to
the period commencing on the date of Closing and thereafter shall be the responsibility of and
paid by Purchaser.

8.6  Atthe Closing and subject to the prorations herein provided, Seller shall receive a
cash credit in an amount equal to the sum of ail amounts held in escrow by holder of the First
Lien, including, without limitation, hazard insurance premiums, taxes and MIP reserve or repair
and replacement reserve. All escrows associated with the First Lien shail be assigned to
Purchaser.

8.7  Walk-Through. Seven (7) days prior to Closing, Seller and Purchaser will
perform a walk-through of all vacant units to determine which ones are not made-ready for
rental.

8.8  To the extent that any amount of any of the above items shall not be available for
exact proration as of the Closing, the proration at Closing will be based on the best available
information and Seller or its representative and Purchaser or its representative shall meet as soon
after the Closing as possible, but in no event later than thirty (30) days after Closing, and
compute and settle and adjust or readjust the Closing prorations between the parties as of the date
of Closing. Rents, if any, collected by Purchaser after the Closing shall be applied f{irst to any
amounts due Purchaser and then to the extent such rents relate to the period through and
inciuding the day before the day of the Closing shall be paid to Seller. Purchaser agrees to use
good faith collection procedures with respect to the collection of any delinguent rentals, but will
have no liability for the failure to collect any such amounts and will not be required to incur any
material cost, conduct lock-outs or take any other legal action to enforce collection of any such
amounts owed to Seller by tenants of the Property. The provisions of this Section 8.6 shall
survive Closing.

The provisions of this ARTICLE 8 shall survive the Closing.
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ARTICLE 9: REMEDIES

9.1  If Purchaser breaches its obligation to purchase the Project pursuant to this
Agreement, and after receipt of any applicable notice and a five (5) day opportunity to cure, then
Seller shall have the right, as its sole and exclusive remedy, to terminate this Agreement by
giving Purchaser and the Escrow Agent written notice thereof and, upon receipt of such notice
the Escrow Agent shall deliver the Deposit to Seller which shall retain the same as liquidated
damages. Seller shall not be required to give Purchaser notice of failure to close, on the date
provided in this Agreement and Purchaser shall not have any five (5) day grace period therefor,
Seller and Purchaser acknowledge that the amount of damages resulting from a breach of this
Agreement by Purchaser would be difficult or impossible to accurately ascertain and that Seller’s
damages would, in any event, be substantial and would exceed the Deposit. Upon Seller’s
receipt of the Deposit, this Agreement shall wholly cease and terminate, no party to this
Agreement shall have any further claim, agreement, or obligation to any other party to this
Agreement, and any lien of Purchaser against the Project shall automatically cease, terminate and
be released.

9.2 If the sale contemplated by this Agreement is not consummated because of
Seller’s failure to perform its ebligations hereunder, Purchaser shall be entitled, as its exclusive
remedy, to elect after notice to Seller and a five (5) day opportunity to cure either (a) to terminate
this Agreement and have the Deposit returned to it or (b) to enforce specific performance of
Seller’s obligations under this Agreement. Purchaser shall not be required to give Seller notice
of failure to close, on the date provided in this Agreement and Seller shall not have any five (5)
day grace period therefor.

9.3 The non-breaching party shall also be entitled to recover against the breaching
party its costs and expenses, including reasonable attorneys’ fees and court costs, incurred by
such non-breaching party in enforcing any of the remedies hereunder, as determined by a court
of competent jurisdiction in Texas.

ARTICLE 10: DAMAGE, DESTRUCTION OR CONDEMNATION

10.1  Seller agrees to maintain its present policies of casualty insurance covering the
Project in full force and effect from the date of this Agreement through and including the Closing
Date,

10.2  If either a substantial part of the improvements on the Land is damaged or
destroyed or any part of the Property is taken by condemnation or other power of eminent
domain then Purchaser shall have the right to terminate this Agreement based upon such damage,
destruction or taking. 1f Purchaser does not tenminate this Agreement as aforesaid, then on the
Closing Date:

(i) The Purchase Price shall not be reduced, but Seller shall credit the
Purchase Price with an amount equal to any sums of money collected by Seller under its policies
of casualty insurance or rencwals thereof insuring against the loss in question (after deducting
any reasonable expenses incurred by Seller in collecting such insurance and any amount that
Seller shall have paid or shall be obligated to pay for repairs or restoration of the damage), and
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Seller shall assign, transfer and set over to Purchaser at Closing all of Sellet's right, title and
interest in and to its casualty insurance policy or policies with respect to the Property and any
further sums payable under said policies, plus the amount of any deductibles; provided that in no
event shall the credits and insurance assigned to Purchaser exceed the cost of the unrepaired
damage; and

(if) Seller shall assign, transfer and set over to Purchaser all of Seller's right,
title and interest in and to any awards that may be made for any taking by condemnation or other
power of eminent domain.

i0.3  For the purposes of this Article, a substantial part of the Improvements on the
Land shall be deemed to mean a portion having a value of $100,000 or more or which would
require expenditure of $100,000 or more for repair or restoration.

ARTICLE 11: BROKER

11.1  Purchaser represents and warrants to Seller that neither Purchaser nor any entity
related to Purchaser has dealt with any broker or other person or entity who would be entitled to
a commission, consulting fee or other brokerage fee in connection with the transactions
described in this Agreement.

11.2  Seller represents and warrants to Purchaser that neither Seller nor any entity
related to Seller has dealt with any broker or other person or entity that would be entitled to a
commission, consulting fee, or other brokerage fee in connection with the transactions described
in this Agreement,

11.3  Each party agrees to indemnify, defend and hold the other harmless of and from
any loss, cost, damage or expense (including reasonable attorneys’ fees and court costs) arising
out of any inaccuracy in the representation or warranty made by such party in Sections 11.1 and
11.2 above.

114 Notwithstanding any other provision of this Agreement to the contrary, the
provisions of this Article shall survive the Closing and any prior termination of this Agreement
for any reason whatsoever.

ARTICLE 12: NOTICES

12,1  Any notice given or required to be given pursuant to any provision of this
Agreement shall be in writing and shall be personally delivered or sent by facsimile, certified
U.S. mail, with return receipt requested, or a reputable commercial courier service guaranteeing
overnight delivery, and shall be deemed to have been given upon receipt if personally delivered,
or, as the case may be, upon transmittal by facsimile with electronic confirmation of receipt,
upon deposit in U.S. mail or upon delivery to such commercial courier, with delivery charges
prepaid, if seat by such a courier, in either case addressed as follows:
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Seller: D4DS LLC
1755 Wittington Place, Suite 340
Dallas, Texas 75234
Attention: Timothy Barton
Telephone:  972-385-9934
E-mail: TBarton@jmjdevelopment.net

Purchaser: Apts at Bellwether Ridge, LLC
1603 LBJ Freeway, Suite 800
Dallas, Texas 75234
Attn:  Erik L. Johnson
Phone: 469-522-4413

E-mail:grik.johnson@piliarincome.com

with a copy to: Bennett, Weston, LaJone & Turner, P.C.
1603 L.BJ Freeway, Suite 280
Dallas, Texas 75234
Attn:  Jay A, Lalone
Phone: 214-373-2556

E-mail:jlaione@bennettweston,com

122 (a) Either party may, by giving notice to the other in the manner set forth
above, change the address to which notices shall be sent to it, provided that any such change or
address shall be effective three (3) days after it is given.

(b)  The attorney for each party to this Agreement identified in Article 12.1
may give notices on behalf of his client with the same force and effect as if such notice were
given directly by such party.

ARTICLE 13: ASSIGNMENT

13.1  Purchaser may, without the prior written consent of Seller, but upon providing
written notice of such assignment to Seller, assign its rights and interest in this Agreement and
the Deposit and Additional Payments to a third party.

ARTICLE 14: MISCELLANEOUS

14.1 The following matters of general application shall apply to this Agreement and
control interpretation notwithstanding any provision apparently to the contratry:

(a) This Agreement is binding upon and shall inure to the benefit of the
parties hereto, their respective heirs, successors, legal representatives and permitted assigns.

b) Wherever under the terins and provisions of this Agreement the time for
performance fails upon a Saturday, Sunday or legal holiday in the state where Seller or Purchaser
maintains the office reflected in Article 12 hereof, such time for performance shail be extended
to the next business day thereafter.
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(© This Agreement may be executed in one or more counterparts, ali of
which when taken together shall constitute one and the same agreement. Escrow Agent is
authorized to attach multiple signature pages to a single conformed original.

(d)  The captions at the beginning of the several paragraphs, Sections and
Articles are for convenience in locating the context, but are not part of the context, Uunless
otherwise specifically set forth in this Agreement to the contrary, all references to Exhibits
contained in this Agreement refer to the Exhibits which are attached to this Agreement, all of
which Exhibits are incorporated in, and made a part of, this Agreement by reference. Unless
otherwise specifically set forth in this Agreement to the contrary, all references to Articles,
Sections, paragraphs and clauses refer to portions of this Agreement.

(e)  If any term or provision of this Agreement shall be held to be illegal,
invalid, unenforceable or inoperative as a matter of law, the remaining terms and provisions of
this Agreement shall not be affected thereby, but each such remaining term and provision shall
be valid and shall remain in full force and effect.

(H This Agreement and the other writings referred to in, or delivered pursuant
to, this Agreement, embody the entire understanding and contract between the parties hereto with
respect to the Project and supersede any and all prior agreements and understandings between the
parties hereto, whether written or oral, formal or informal, with respect to the subject matter of
this Agreement, This Agreement has been entered into after full investigation by each party and
its professional advisors, and neither party is relying upon any statement, representation or
warranty made by or on behalf of the other which is not expressly set forth in this Agreement.

(g0 No extensions, changes, waivers, modifications or amendments to or of
this Agreement, of any kind whatsoever, shall be made or claimed by Seller or Purchaser, and no
notices of any extension, change, waiver, modification or amendment made or claimed by Seller
or Purchaser shall have any force or effect whatsoever, unless the same is contained in writing
and is fully executed by the party against whom such matter is asserted.

(h)  This Agreement shall be governed and interpreted in accordance with the
laws of the State where the Property is located.

(i) Each party hereto shali pay all charges specified to be paid by them
putsuant to the provisions of this Agreement and their own attorney’s fees in connection with the
negotiation, drafting and closing of this Agreement.

G) Purchaser and Seller agree that this Agreement has been entered into
solely for the benefit of Purchaser and Seller and no other person or entity, it being the intention
of Purchaser and Seller that no person or entity not a party to this Agreement shall have any right
or standing to (a) bring any action against Purchaser or Seller based on this Agreement, or (b)
assume that any provision of this Agreement will be enforced or remain unmodified or
unwaived, or {c) assert that it or he is or should be or was intended to be a beneficiary or any
provision of this Agreement.

(k)  The partics agree that any actions taken or documents (including this
Agreement) signed by any trustee, officer, or director of Seller or Purchaser are undertaken in
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their fiduciary capacity and no recourse shall be had to the personal assets of any such trustee,
officer, or director for enforcement of this Agreement.

)] Wherever a time is set forth for performance or notice in this Agreement,
time shall be of the essence unless explicitly stated to be otherwise.

(m)  Purchaser and Selier agree that the Property will not be actively marketed
and the Seller will not enter into negotiations with any other prospective purchasers while this
Agreement is in effect or any contract negotiations are pending.

[Signature page to follow]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be
executed in their names by their respective duly authorized representatives as of the day and year
first above written.

Seller: D4DS LLC,

a Texas limited liability companyw/w‘,»'w —
e /9‘

By: D~ o i - iR .
Tiffiothy Bage
Purchaser: APTS AT BELLWETHER RIDGE, LLC,

a Delaware limited liability company

/"/’/m)
O - T
By: bt‘

Erik L. Johnson, President
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ACKNOWLEDGEMENT OF RECEIPT BY TITLE COMPANY

The undersigned Title Company hereby acknowledges receipt of a fully executed copy of
the Agreement on this, the ¢7A dayof _ 3 WA 1Yy , 202(_, and agrees to accept,
hold and disburse the Earnest Money Deposit in accdrdance with the provisions of the Contract.
The undersigned acknowledges that it is not a party to this Agreement and that it is executing
below solely for the purpose of the foregoing acknowledgment and agreement.

TITLE COMPANY:

Commonwealth Land Title Insurance Company

o o 2

Name: James P. Lazar
Title: Escrow Agent

EXHIBITS:

A - Legal Property Description
B - Tenant Notification Letter
C- Current Rent Roll

D - Due Diligence Materials
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EXHIBIT “A”

LEGAL PROPERTY DESCRIPTION

TRACT I

Being all of LOTS A1 AND 3A1l, BLOCK A, HUNTINGTON RIDGE, an Addition to the City
of DeSoto, Dallas County, Texas, according to the Plat thereof recorded in Instrument Number
201700293233, Official Public Records, Dailas County, Texas.

TRACT 2:

Non-exclusive easement right as created and described in Easement Grant executed by Desoto
Ridge Apartments, Ltd., as Grantor, to Branch Banking and Trust Company, as Grantee, dated
December 27, 2013, filed December 31, 2013, under Clerk’s File No. 201300390459. Real
Property Records, Dallas County, Texas, over the following described tract of land:

Lot 2, Block A, Huntington Ridge, an Addition to the City of DeSoto, Dallas County, Texas,

according to the Map or Plat thereof recorded under Clerk’s File No 200600427008, Map
Records, Dallas County, Texas.
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EXHIBIT “B”

TENANT NOTIFICATION LETTER

Dated: __  ,20
Re: ("“Property")
Dear
As of the date of this letter, o, 4
and the former owner of the Property (“Seller”), transferred title
and possession of the Property to (“Purchaser™).
Pursuant to the provisions of Section of the Texas , you are hereby

notified that Purchaser is responsible for all of the obligations of the landlord under your lease
first arising from and after the date hereof. Seller is joining in the execution of this letter to
acknowledge the fact that title and possession to the Property and all future responsibilities of the
landlord under your lease have been transferred to Purchaser.

From and after the date of this letter, please make all rental checks payable to

, and deliver same to , until

otherwise notified in writing.
Sincerely,

PURCHASER;

By:
Name:
Title:
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ACKNOWLEDGED:
SELLER: ,
a
By:
Name:
Title:
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EXHIBIT “C”
CURRENT RENT ROLL

(see attached)
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OneSite Rents v3.0 OneSite Reports - Bellwether Ridge Page 1 of 10
08/24/202% 3:42:08PM RENT ROLL DETAIL mgt-521-003
As of 08/23/2021

Parameters: Properties - ALL:Show All Linit Designations or Filter by - ALL;Subjournals - ALL:Exciude Formers? - Yes:Sort by - Unit:Repert Type - Details + Summary:Show Unit Rent as - Market + Addl;

datails
Gther
unit Unit/Lease Move-In Lease Lease Market Trans Lease Charges! Total Dep balance
Unit  Floorplan - desigm SQFT Status _‘Name Mcveﬂmm Start End + Addl. Code Rent Cradit Biling  On Hand
1107 B2 NIA 1457 Occupied  Wider, Tiffany 06/07/2018 06K1/2020  CBI31/2021 1,759.00 RENT 1,439.00 0.00 1.439.00 50000 {3.63)
) NIA Pending renewal Wiider, Titfany D§/01/2018 09/01/2021 0813172022 RENT 1,589.00 - 000+  1.589.00 * 0.00 008
1oz B NIA 1067 Occupied  Jackson, Doris  O7/02/2021 07H2/2021  B7/31/2022 1.689.00 RENT "1,654.00 0.00 1.664.00 25000 36.23
108 B1 N/A 1067 Occupied Persyman, David  08/13/2020  07/01/2021 0613072622 1,539.00 RENT 1.504.00 0.00 1,504.00 " 250,00 (0.63)
106 A2 NiA 868 Occupied  Biack, Sharon 03/27/2020 04/01/2021  O28/2022 1.444.00 RENT 1.399.00 2.0 1,399.00 400.00  1.693.27
o7 B2 A 1157 Occupied  Jones, Danitra  07/23/2020 0B/01/2021  07/31/2022 1759.00 RENT 1724.00 .00 1,724.00 250,00 0.00
1204 B2 NiA 1276 Ocoupled  Barker Cheryl  08/01/2019 0B/012021 05312022 187880 RENT 185800 " 00 1,659.00 250,00 0.00
1202 A2 nA 868 Oocupied | Danicls, Rodney  08/08/2019 0B/01/2020 10131201 158400  RENT T szae oo 12400 0 18008 0.00
1203 &1 S wa 1057 Oowpied  Lang Tamesha  OBO1/2010 08012021 083472022 153930  RENT 146900 000 1.459.00 50000 0.00
1204 Az NIA 868 Occupicd  Hil, Viritra 051282071 D5IZEI021  0S/31/2022 1.444.00 RENT 142800 0.00 1,429.00 450.00 0.00
1208 B1 NiA 1067 Occupied  Lefridge,  06/01/2099 0802021 07/31/2022 1.539.00 RENT 1.454.00 2.00 1.454.00 £00.00 0.00
. . Latonya
1206 AZ NiA 868 Occupied  Smith, Laionia  05/25/2021 05/25/2021  05/31/2022 1,444.00 RENT 1,420.00 0.00 1.429.00 150,00 0.00
1207 B3 NiA 1276 Cccupied  Johnson, Kirk 06/01/2019 D6/OU/2020  DB/1/2021 1.879.00 RENT 1.550.80 6.00 1,559.00 350,00 0.00
) NiA Pending renewal Johrson, Kirk 06/01/2018 DG0N/2021  08/31/2022 RENT 1.709.00 - co0- 170000 - 0.00 .00
1208 Az NiA 868 Gooupied  Ross, Bryant 06/01/2019 0602021  05/31/2022 1,594.00 RENT 1,399.00 0.00 1,389.00 250,00 0.00
2102 B2 ' NiA 1157  Oocupled-NTVL Larkin, Uisa 0B/0H2018 07/01/2025  09/30/2021 4.759.00 RENT 1.439.00 0.00 1,439.00 £19.00 0.00
' NiA Applicant  Gee, Tandria 1012021 1071172021 04/30/2022 RENT 175000 + Q.00+ 175900 * 250.00 0.00
2104 81 ' A 1087 Oceupied  McMumay, Vinita  QUZ3/2021 012002021  02/28/2022 1,539.00 GARAGE 0.00 150.00 1,644.00 250,00 0.00
e , L , i P 7 e

2365 A1 CNA ses Ocoupied  Ashley,  0S/07/2021 050712021 05312022 119400  RENT T 15000 .00 4,158.00 15000 oo

e Savannah '
2106 B1 N/A 1067  Ocoupied  Jackson Palick  G7A07/2020 (8012021  07/31/2022 1,539.00 GARAGE 0.00 125,00 1,629.00 250,00 .00

‘‘‘‘ RENT 1,504,00 0.00
2108 B2 NA 1157 Occupied  Alridge, Felicia 04/08/2021 0408/2021  02/28/2022 1,759.00 RENT 1,724.00 0.00 1,724.00 250.00 0.00
2201 A2 NIA 868 Occupied  Rather, Jashida  O7/01/2018 D7/01/2021  06/30/2022 1,584.00 RENT 1.449.00 0.00 1,449.00 250.00 a.00
2202 B3 NIA 1276 Occupied  Jackson, Jean C6/16/2021 08152021  06/30/2022 1,879.00 RENT 1,844.00 0.00 1,844.00 25000 2.0
8 223 Al NA 635 Occupied  Scott, Tammy 06/01/2019 07/01/2021  06/30/2022 1,184.00 GARAGE 0.00 125.00 1.234.00 25000 {0.47)
nT o RENT 1,109.00 0.00 )
glzzbés' Y : WA 1087 OccupledNTVL Pitterson, 0814/2020 D8/4/2020  08/31/2021 1,529.00 RENT 1,484.00 0.00 148400 250.00 0.50
Angefique

" indicates amounts not included in detail totals
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OneSite Rents v3.0 OneSite Reports - Bellwether Ridge
08/24/2021 3:42:08PM RENT ROLL DETAIL
As of 08/23/2021

Parameters: Properties - ALL; Show Al Unit Designations cr Filter by - ALL;Subjournals - ALL;Exclude Formers? - Yes:Sort by - Unit;Report Type - Details + Summary;Show Unit Rent as - Market + Addi;

Page 2 of 10

mgt-521-003

details
Other
tenit UnitlLease Move-In Lease Lease Market Trans Lease Charges/ Total Dep balance
Unit  Floorplan designation SQFT Status Name Move-Out Start End + Addl. Code Rent Credits Billing  On Hand
NiA Applicant  Richardson, 08512021 00/15/2021  08/30/2022 RENT 1,539.00 - 0.00+  1,539.00 * 250.00 0.00
2205 Al N/A 699 Occupied  Spearman, 06/01/2019 07/01/2021  06/30/2022 1,194.00 RENT 1,124.00 0.00 1,124.00 150.00 0.00
Tammarin
2208 Bt NIA 1067 Cecupied  Kelly, Amanda 06/01/2019  O7T/01/2020  09/30/2021 1,539.00 GARAGE 0.00 125.00 1,454.,00 350.00 0.00
e B IR e Cmm am
na Pending remewal Kelly, Amanda 06/07/2019  10/07/2021  O9/30/2022 GARAGE 000 - 12500+ 1,679.00 0.00 0.00
- e . o . _ cen s e _
2207 Az NIA 868  Occupled-NTV Banks,Richard  D1/23/2021 01/23/2021 07/31/2021 1594.00 MTOM 0.00 250,00 1,844.00 150.00 0.00
o RENT 1,504.00 0.08
2208 83 NiA 1276 Occupied  Waliace, 08/14/2020 08/14/2020  08/31/2021 1,879.00 RENT 182400 0.00 1,824.00 250,00 0.00
Jacqueline )
N/A Pending renewal Waliace, 08/14/2020 09/01/2021  06/30/2022 RENT 1,849.00 - 000+ 184800 * 0.00 0.00
Jacqueline -
3101 B1 NiA 1067 Ocoupied  Boston, Erica NANU2019 0309/2021  02/28/2022 1,530.08 RENT 1,494.00 0.00 1.494.00 146900 1.788.27
a0z A3 T wa 878 Gocupied  Curtis, Geoffrey  06/07/2020 0i01/2021  05/31/2022 139400  RENT 1,334.00 0.00 133400 300.00 400
3103 a1 N/A ség Oceupied Tnomas, Lindsey  07/07/2020 08/01/2021  05/31/2022 1,194,00 RENT 1,139.00 0.00 1.136.00 300.00 {0.68)
3104 A1 : NIA 898 Ocoupied  Harrison, 08/05/2020 08/05/2020  11/30/2021 1.94.00 RENT 1,124.00 0.00 1,124.00 " 300.00 0.00
o ... Brandon . . — e e _
3105 Al N/A 698 Occupied  Cooks, Anfinee  04/01/2021 Q4/01/2021  03/31/2022 RENT 1.159.00 0.06 1,158.00 150.00 0.00
3106 A nA 699 Ocoupied  Caulk, Robert CTIONE02T 07092021 07/31/2022 1,194.00 RENT 1,959.00 0.00 1,158.00 450.00 0.00
oS- N/A 1067 Ocoupied  Clarke, Shawn OTIOB/2013 0BA01/2021  02028/2022 1.539.00 RENT 1,479.00 0.08 1,478.00 83500 22391
aosan A 878  Occupied-NTVL Teer, Robert C8/27/2019 10012020  05/31/2021 1.294.00 MTOM 0.00 250.00 1.628.00 150.00 o0
RENT 1,379.00 .00
NIA Applicant  Sulfvan, Bianca  09/16/2021 09/16/2021  09/30/2022 RENT 1,394,00 - 0.00+ 1,304.00 * 150.00 0.00
3201 B1 NIA 1067 Occupied  Walker, Latoyiza  C9/08/2020 09/08/2020  09/30/2021 1,539.00 RENT 1,484.00 0.00 1,484.00 25000 (5.858.22)
NIA Pending rencwal Walker, Latoyia ~ 09/08/2020 10/01/2021  08/31/2022 RENT 1,519.00 * 0.00+ 1,519.00 * 0.00 0.00
3202 A3 NIA 878 Occupied-NTY Jacobs Thomas  08/09/2020 08/08/2020  08/31/2021 1,394.00 RENT 1,324,00 0.00 1,324.00 150.00 0.00
>3zcé At NIA 599 Occupied  Davis, Tiffany 02/20/2020 12/01/2020  09/30/2021 1,194.00 RENT 1,149.00 0.00 1,149.00 15000  (618.27)
g " 7 NIA Pending renewal Davis, Tifany 0212012020 10/01/2021  07/31/2022 RENT 1,179.00 - 0oor 17800 0.00 0.0
%32@4' TTa NIA 699 Occupied  Toliver. 08/01/2019 080172021  05/31/2022 119600 RENT 1.138.00 000 1.139.00 150,00 000
(%) e Mmberee e I TR _ .
3205 Al N/A 899 Oceupied Edwards, Lindell 10/01/2020 04/01/2021  ©3/31/2022 1,184.00 RENT 1,169.00 ¢.c0 1,169.00 350.00 0.73)

 indicates amounts not included in detadl totals
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3206 Al N/A 899 Occupied  Sanders-Seawcod  07/15/2021 07/15/2021  07/31/2022 1,184.00 PETFEE 0.00 25.00 1,204.00 §50.60 (36.00)
, Troie e e e
RENT 1,179.00 0.00
s7 81 NIA 1067 Ocoupied  Magsby, Katosha  G7M212019 07/01/2021  06/30/2022 153800 RENT 1514.00 0.00 1.514.00 250.00 690
3208 A3 NIA 878 Occupied  Johnsan, 1MA3201e 01012021 1012021 1384.00 GARAGE 2.00 125.00 1,484.00 662,00 050
.. Dorothy - e
RENT 1,359.00 0.0
NIA Pending renewal Johnson, MA%2019 1M0%2021 105172022 GARAGE " 000+ 12500  1519.00 - 0.0 0,00
Dorothy
RENT 1,394.00 + 0.00+
3301 B1 N/A 1067 Occupied  Clark, Holly 03/20/2020 07/01/2021  04/30/2022 1,538.00 RENT 1,489.00 0.00 1,489.00 500.00 0.00
3302 a3 NIA 878 Ocoupied  Murmell, David 12M0/2020 12/40/2020  10/31/2021 1,394.00 RENT 1,339.00 0.00 1,339.00 £50.00  383.27
3303 Al NIA 699 Occupied  Johnson, Kaieigh  06/08/2021 06/08/2021  06/30/2022 1,184.00 RENT 1,179.00 8.00 1,179.00 350.00 0.00
3304 Al N/ 699 QOccupied Moore, Kristen 10/08/2020 10/08/2020  10/31/2021 1,194.00 RENT 1,138.00 0.00 1,139.00 350.00 0.00
NIA Pending renewal Moore, Krister 10/08/2020 11/09/2021 1013172022 RENT 1,194.00 - 0,00 1,184.00 * 0.00 0.00
3305 A1 N/A 699 Occupied  Bailey, Serena 06/21/2019  08/01/2020  10/31/2021 1,194.00 RENT 1,024.00 0.00 1,024.00 250.00 0.00
NZA Pending renewa! Bailey, Serena 08/21/2019 11/0%/2021  10/31/2022 RENT 1,184.00 - 0.0+ 1,194.00 * 0.00 0.00
3308 Al N7A 689 Oceupied Jonies, Deirdre 07/31/2019  09/01/2020  08/31/2021 1,194.00 RENT 1.124.00 0.00 1,124.00 500,00 0.00
A Pending renewal Jones, Doirdre  07/31/2019 09/01/2021 0873172022 RENT 1,179.00 - pg0+ 147000 - 6.00 0.0¢
3307 B! ‘WA 1067  Occupied  Holloway Parker  03/26/2020 03/01/2021 0202812022 153900 RENT ' 1,494.00 000 1.494.00 250,00 0.00
2308 A3 “wa eTs Cceupied  Matthews, | 05/20/2021 05/20/2021  05/31/2022 1.394.00 RENT h 1,378.00 2.00 1,379.00 150,00 (€.10)
eecerin: Cednck o
4104 Bt NiA 1067 Ocoupied  Krekel, Patrick 03/19/2021  03119/2021  03/31/2022 1,539.00 RENT 1,484.50 0.00 1,484,00 300,00 0.08
4102 A3 N/A 878 Occupied  Rogers, Damisha  03/12/2021 0312/2021  03/31/2022 1,394.00 GARAGE 0.00 150,00 1.4$9.00 150.00 (11.73)
RENT 1,349.00 0.00
4103 At N/A 599 Gccupled  McDanigl, Marsh  09/07/2019  09/07/2019  09/30/2020 1,194.00 MTOM 0.00 250.00 1,389.00 562.00 19,130.56
RENT 1.139.00 0.00
2104 At N/A 699 Cccupied  Haskins, Emeta 06/30/2021 06/3042021  06/30/2022 1,194.00 RENT 1,159.00 0.00 1,152.00 150.00 0.00
O 4105 Y N/A 699 Occupied ~ Moore, Rhonda 09/07/2019  10/01/2020  09/3¢/2021 1,194.00 RENT 1,169.00 0.00 1,169.00 250.00 (0.89)
~ N/A Pending renewal Moore, Rhonda 09/07/2019  10/01/2021  07/31/2022 RENT 1,184.00 - 0.00+ 1.184.00 * 0.00 0.00
84105 S NiA 699 Occupied  Smith, Beverly ©9/11/2020 09/41/2020  08/31/2021 1,194,00 GARAGE 0.00 150.00 1,289.00 350.00 (2,394.36)
R RN e Tt a0 wop

* indicates amounts notincluded in detail totals
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N/A Pending renewal Smith, Bevery  09/11/2020 09/0V2021  08/31/2022 GARAGE 000~ 15000+  1,324.00 ¥ 0.00 0.00
RENT 1,174.00 + L0~
41307 ”31 NiA 1067 Occupied anes. Chafine 08/13/2021 08/13/2021 08/31/2022 1,539.00 RENT 1,524.00 0.00 1,524.00 250.00 0.00
4108 A3z NA 878 Occupied  Carter, Tara 100772019 07M01/2020  09/30/2021 1.394.00 RENT 1,824 00 2.00 1,324.00 250.00 0.00
- NIA Pending rencwal Carter, Tara 100772019 10/01/2021  05/30/2022 RENT 137400 * coos  1374.00 - 0.00 0,00
4201 Bt NIA 1067  Occupled  Walker, Margaret  C4X09/2020 05/01/2021 0413072022 153800 RENT 1.454.00 0.00 1,494.00 40000 (0.81)
4202 A3 A e7e Occupied  Tucker, Charefta  11/01/2018 12/01/2020  09/30/2021 139400  RENT 11,359.00 0.00 1,359.00 Tactoo  (026)
4203 Al NIA 60 Occupied  Barom Areyon  D9/28/2018 10/01/2020 0902021 119400  RENT 1.150.00 0.00 1,15.00 Tegzon | 0.00
NIA Pending renewal Barron, Areyon  09/28/2019 101012021 0973012022 o RENT 1.188.00 « sooe 148000 + 0.0 0.00
5204 a1 NiA 599 Occupied  Hamis, Allan 10/25/2018  1M/03/2020 1013172021 1,184.00 GARAGE 0.00 125.00 1.284.00 500.00 &73)
h RENT 1,158.00 £.00
NS Pending renewal Harris, Allan 10/25f2019  11/04/2021 09/30/2022 GARAGE 260 « 125.00 » 4,309.00 0.00 0.00
RENT 1,184.00 ~ Q.00+~
4208 Al N/A 698 Qccupied  Williams, Ashiey  07/23/2021 07/23/2021  07/31/2022 1,184.00 RENT 1,179.00 0.00 1,179.00 15000 (1.378.00)
4206 A1 NiA 699 Ocoupled  Vega, Esequiel  10M7/2020 05/01/2021  04/30/2022 1.194.00 RENT 1.159.00 0.00 1,459.00 15000 (0.01)
4207 21 NIA 1067 Occupied Gorden, Andrew 101272620  10/12/2020 0613072021 1,539.00 MTOM Q.00 250.00 1.774.0C 250.00 200
- o RENT 1,524.00 0.00
4208 A3 N/A 78 Occupied  Brown, 12192019 040172021 012612022 139400  GARAGE 6.00 125,00 1,474.00 150.00 0.00
Christopher e e+ e+ ]
RENT 1,349.00 0.00
4301 B4 N 1067  Occupied  Wilis.Pamela  0Q/07/2019 105012020 09/30/2021  1589.00  RENT astace oo esape 0 sdmoe | @im)
4302 A3 NiA 878 Occupied  Rivas, Marigh 02/0172021 0210172021 0220/2022 139400  RENT 1,349.90 coo  tason 30006 ess
4303 A1 NiA 6396 Occupled  Brewer Main  0B/11/2021 0841/2021 0873172022 119400 RENT 1179.00 0.00 1.179.00 18000 (160)
4304 Al N/A 659 Qccupied  Griffin, Tanesha 072972021 07/21/2021  0B/31/2022 1,194.00 RENT 1,158.00 0.00 1.159.00 150.00 0.00
4305 At NiA 699 Occupied  McGrew, Oarell  08(19/2021 08/59/2021  07/31/2022 119400 RENT 1,179.00 .00 1.179.00 450.00 0.00
4306 Al NIA 699 QOccupied Gobb, Brittany D8/17/2021 06/17/2021  06/30/2022 1,194.00 PETFEE 0.00 25.00 1,184.00 450.00 0.00
_g RENT 1,159.00 8.00
O Jao7 81 NiA 1067  Occupied  Murchisan, 10/07/2020 100712020  10/3172021 153800  EMPCONG 0g0  (297.00) 1.187.00 000 (1,875.76)
a0 Johnathan
8 ' RENT 1.484.00 0.00

* indicates amounts not included in detal totals
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4308 A3 NfA 878 Occupied Henderson, 05/01/2021  05/01/2021  04/30/2022 1,384.00 RENT 1,359.00 0.00 1,359.00 450.00 0.00
Angquaneshia
5101 A3 N/A 878 Occupied  Richardson, 05/07/2021 05/07/2021  05/31/2022 1,384.00 PETFEE 0.00 25.00 1,384.00 450.00 0.30
Martha
RENT 1,359.00 0.00
5102 B1 N/A 1067 Occupied  Hunter, Krystal 05/08/2020 0B/01/2021  05/31/2022 1,539.00 RENT 1,479.00 0.00 1,479.00 500.00 (0.63)
si03 A1 N/A 699 Qceupied  Barett, Katrina 01/31/2020 QR/01/2021 02282022 1,194.00 RENT 1,144.00 0.00 1,144.00 500.00 .00
5104 Al NIA 598 Occupied ~ Emanuel, Cecily  06/05/2021 06/05/2021  06/30/2022 1,194.00 GARAGE 0.00 150.00 1.309.00 150.00 (1,378.28)
. . . . e T ot 50
5105 a1 WA 69 Ocoupied  James, Keith 01012020 08/01/2027  07/31/2022 119400 RENT 1164.00 000 116400 1,124.00 0.00
5108 A1 T A 599 Occupied-NTVL Gray, Kendal 11/20/2019 11/01/2020  08/31/2021 1194.00 RENT 1.140.00 0.00 1,145.00 150.00 0.00
R NA Applicant  Moore, Jayla 09ME/2021 COMGIZ02T  08/30/2022 RENT 1.194.00 - 000« 118400 150,00 0.00
5107 A3 NIA 878 Ccoupied  Wyatt, Monique 12392008 05/042021  03/31/2022 1,384.00 RENT 1,359.00 0.00 1,359.00 300.00 0.00
5108 81 NIA 1067 Cccupied  Watren, Dundria 11/2072019 03042021 101312021 1,539.00 RENT 1.489.00 0.00 1,489.00 250.00 0.0¢
N/A Pending remewal Wamen, Dundria  11/30/2019  11/01/2021  0B/31/2022 RENT 1.524.60 ~ 0.00 152400 * 0.00 0.00
5201 A3 NIA are Cccupied  Gaston, Etta 04/03/2021 04/03/2021  04/30/2022 1.394.00 RENT 1,358.00 .00 1,369.00 150.00 0.00
5202 B1 N/A 1067 Occupied  Bailey, Jasmin 11/25/2019  05/11/2021  02/28/2022 1,538.00 RENT 1,484.00 0.00 1.484.00 250.00 {81.63)
5203 At N/A 692  Cccupied-NTVL Richardson, MM52019  05/01/2021  04130/2022 1,194,00 RENT 1,174.00 2.00 1,174.00 1.124.00 0.00
Taorkorein ) o
N/A Applicant  Stolden, Milinka 10/01/2021  10/01/2021  08/30/2022 RENT 1,194.00 - 060" 1,184.00 * 450.00 0.00
5204 At WA 699  Oocupict-NTVL Robinson,Jaylyn  12/01/2019 11/01/2020  08/31/2021 119450  RENT 1.145.00 0.00 1.14.00 112400 287474
WA Apshicamt  Holinger, 091152021 091152021 09/30/2022 RENT 1,194.00 = 0. 113300 * 75.00 0.00
5205 Al N/A 699 Occupied Woods, Johnny M/27/2019 121012020 08/30/2021 1,184.20 RENT 1,138.80 0.00 1,139.00 1,124.00 0.00
5208 Al N/A 698 Occupied  Miller, Xavier 04/08/2021 04/08/2021  04/30/2022 1,194.00 RENT 1,148.00 .00 1,149.00 150.00 0.00
5207 A3 N/A 878 Occupied Bailey, Stephiane  0B/D3/2021 08/03/2021  08/31/2022 1,394.00 RENT 1,378.00 0.00 1,379.00 150,00 0.00
5208 B1 N/A 1067 Cocupied  Tubbs, Latasha 05/22/2020 06/01/2021  05/31/2022 1,538.00 RENT 1,478.00 0.20 1.479.00 250,00 0.00
5307 A3 N/A 578 Occupied  Griffin, Rachel 05/14/2020 06/01/2021  05/31/2022 1,394.00 RENT 1,334.00 £.00 1,334.00 150.00 0.00
5 5302 B1 N/A 1067 Qecupied  Morton, Katerria 11/15/2019  11/01/2020  08/31/2021 1,538.00 RENT 1,494.00 0.00 1,484.00 735.00 0.00
3] N/A Pending renewal Morton, Katerria 11/15/2019  09/01/2021  06/30/2022 RENT 1,519.00 - 0.00~ 1,519.00 * 0.00 0.00
95303 Al N/A 699 Occupied Whitaker, 03/16/2021 03M16/2021  03/31/2022 1,194.00 GARAGE 0.00 150.00 1,269.00 500.00 0.00
) Christopher
RENT 1,148.00 0.00

* indicates amounts not included in detail totals
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5304 Al NIA 599 Occupied  Starks, Jonathan  06/22/2021 08/22/2021  03/31/2022 1,194.00 RENT 1,178.00 0.00 1,179.00 1,329.00 (29.00)
5305 Al NIA 899 Occupied  Cyrus, Gorgeous  03/09/2021  03/09/2021  03/31/2022 1,184.00 RENT 1,149.00 0.00 1,149.00 300.00 0.00
5308 Al N/A 699 Cccupied Green, Desiree 0401/2021  04/01/2021  ©3/31/2022 1,184.00 RENT 1,159.00 0.00 1,159.00 200.00 0.00
5307 A3 ’ NIA 878 Ocoupied  Allen, Denis 12/01/2019  03/01/2021  02/28/2022 1,394.00 GARAGE 0.00 125.00 1.474.00 1,324.00 0.00
h RENT 1,249.00 0.60
538 B1 i NIA - yoe7 Occupied  Mills, Sunnhee 08/13/2021 08/13/2021  08/31/2022 1,539.60 RENT 1,539.00 .00 1,539.00 250,00 0,00
8102 82 NIA 157 Occupied  Hams Erestine  11/01/2010 0B/I03/2021  07/31/2022 175000 RENT 1,664.00 0.00 1,664.00 77000 (75.00)
5104 81 NiA 1067 Occupied  Brewster.  10/0472019 110012020  10/31/2021 153500  GARAGE 8.0 150.00 1.854.00 1,469.00 6.00
Heather
RENT 1,504.00 0.00
NiA Pending renewa! Brewster, 10/04/2019  11/01/2021 1013172022 GARAGE 0.00 - 150.00+ 1,689.0C * 0.00 0.00
Heather
RENT 1,5390.00 - 0.00~
6105 A2 /A 868 Occupied  Sims. Lenora 07/01/2020 07/01/2021  D&/30/2022 1,444.00 RENT 1,409.00 0.00 1,408.00 300.00 0.00
6106 81 T wa 1067 Occupied  Daniels, Toramie  10/09/2020  10/09/2020  10/31/2021 1,689.00 GARAGE 0.00 125.00 1,759.00 250.06 0.00
) ' RENT 1,624.00 .00
N/A Pending renewal Danigls, Tommie  10/09/2020 11/01/2021  10/31/2022 GARAGE 0.00 - 125.00 1,664.00 * 0.00 0.00
RENT 1,539.00 - 000"
6108 B2 Nm 1157 Oceupied Aycock, Amber 10/04/2018  11701/2020  10/31/2021 1.759.00 RENT 1,474.00 0.00 1,474.00 250.00 2.79)
5201 A2 73 868 ”bécupi.éd ammstead, 12052020 12/05/2020  10/31/2021 1,594.00 RENT 1,539.00 0.00 1.539.00 1,680.00 0.00
L Sheniqua o
N/A Pending renewal Armstead, 12/05/2020 11012021 08/31/2022 RENT 1,574.00 ~ 0.00 1.574.00 * 0.00 0.00
Sheniqua
5202 B3 N/A 1276 Occupied  Morison, Brandi  05/20/2020 06/01/2021  05/31/2022 1,879.00 RENT 1,818.00 0.00 1,810.00 250.00 0.00
5203 A2 NiA ge8 Occupied  Hendrix, Dora 02972021 03/26/2021  O331/2022 1.444.00 RENT 1,409.00 .00 1,409.00 150,00 0.00
6204 B1 N/A 1067 Occupied  Bush, Anthony 10/15/2019  1013/2020  10/31/2021 1,538.00 RENT 1,514,00 0.0 1,514.00 500.00 0.00
6206 AZ N/A 868 Occupied Bennett. Kirk 03/13/2020 01/01/2021  0%/30/2021 1,444.00 GARAGE 0.00 250.00 1,639.00 150.00  1,933.27
. RENT 1,369.00 0.00
G sa06 B4 o NiA 087 Occupied Neal, Patrice 10/03/2019  11/01/2020  07/31/2021 1,538.00 MTOM 0,00 25000 1,789.00 500.00 {1.530.15)
3] RENT 1,539.00 0.00
SQeeor a2 NiA 868 Gooupied  Jacksom, Joshua  10/05/2018 041042021  09/30/2021 159400  GARAGE 0.00 1,689.00 600.00 0.00
S ) S . e s . .

* indicates amounts not included in detail totals
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6208 B3 NiA 1276 Ocoupied  Shehedeh, U2/26/2021 02/26/2021  O3/31/2022 1,879.00 RENY 1,634.00 0.00 1,834.00 250.00 0.00
Motasem
7101 82 N/A 1157 Ocoupied Umstead, Cheryl  07/15/2018 08/01/2021  07/31/2022 1.759.00 RENT 1,644.00 0.00 1,644.00 770.00 0.00
7103 AZ N/A 868 Ocoupled  Johnson, Karen  OS/27/202% 0S/27/2021 0513172022 1,444.00 RENT 1,429.00 0.00 1.428.00 150.00 £.00
7‘#04 o 31 N/A 1087 Ocoupied Pauio, Gabrielie 09/30/2028 09/30/2020 09730/2021 1,530.00 RENT 1,484.00 0.00 1,484.00 250.00 .00
N ) NiA Pending renewal Paulo, Gabriele  09/30/2020 10/01/2021  09/3/2022 RENT 1.624.00 - 000~ 1,524.00 * 0.00 5.00
7106 B1 WA 1067  Ocoupled  Harmis, Erlca 08/01/2010 0Q/01/2020  08/31/2021 1589.00  RENT " s1400 0.00 151460 35000 0.00
CNA Rending renewal Harris, Erica 08012018 09/01/2021  08/31/2022 RENT T 61400 - 000~ 161400+ €00 000
7108 82 NA 157 Ocwupled  Degay Lefia  C8/01/2013 C7/01/2021  04/30/2022 175000 RENT Tasaoe T Topo | Tietdte T #0660 0 7 eob
7201 AZ N/A 868 Occupied-NTVL Wright, Quinn 08/14/2020 08/14/2020 08/31/201 1,594.00 RENT 1,539.00 0.00 1.532.00 300.00 0.00
NiA Applicant  Taylor, Andrew  09/52021 091572021 09/30/2022 PETFEE 000 - 2500+ 161800 - 450,00 2.00
RENT 1,594 .00 - 0,00+
7202 83 N/A 1276 Occupied  Hamilton, O7MBI2018 07012021 043072022 1.879.00 RENT 1.709.00 0.00 1.709.00 350.00 0.00
Shontae
7203 A2 NiA 368  Occupied-NTV Fuentes, Roberte  10/31/2020 10/31/2020  10/37/2021 1.444.00 PETFEE 0.00 25.00 1.414.00 45000 (1.497.34)
B . RENT 1,389.00 0.00
7204 B NiA 1087 Octupied  Robertson, 05/23/2020 06/01/2021  08/31/2022 1539.00 GARAGE 0.00 126,00 1,604.00 25000 0.00
Demerian e . .
RENT : 1.479.00 0.00
7205 Az NA 868 Ocoupied  Moors, Gregory 02202020 OX01/2021 022812022 1.444.00 RENT 120900 000 139000 150,00 0.00
7208 B1 NA 1067 Ocoupied  AVaiceLLC.®  11/14/2020 14/4/2020  10/31/2021 1539.00  GARAGE " ooe 15000 0 163400 250.00 0.00
S LT , , S e e T e
7207 A2 N/A 868 Occupied Turner, Diane 09/05/201¢ 08/01/2021 07/31/2022 1,594.00 RENT 1.469.00 0.00 1.468.00 150.00 0.00
B3 N/A 1276 Occupied Neal, Terri O7/15/2019  11/01/2020 08/31/2021 1,879.00 RENT 1,704.00 0.00 1,704.00 500.00 0.00
NA Pending renewal Neal, Terri 07/15/2019 09/01/2021 08/31/2022 RENT 1,789.00 - Q.00+~ 1,788.00 ~ 0.00” 0.00
8102 82 NIA 157  Occupied-NTVL Price, Valen 1012019 030172021  09/80/2021 1759.00 RENT 1.704.00 0.00 1,704.00 250.00 5.00
NiA Applicant  Gray, 102021 10/11/2020  10/33/2022 RENT 1.759.00 000+ 175200 * 550.00 0.00
> Christopher .
5 8104 81 NiA 1067 Occupied-NTVL Howard, Rhonda  11/23/2020 D6/01/2021  02/28/2022 1,689.00 RENT 1.644.00 0.00 1,644.00 55000 1.938.27
'(n N/A Applicant White, James 0911712021 09172021 09/30/2022 RENT 1.689.00 * 0.00~ 1,689.00 * 250.00 2.00
878%057 o A2 . N/A 868 OQccupied Giffin, Lisa Q5/19/2021  95M198/2021 Q5131/2022 1,444.00 RENT 1.409.00 0.00 1,409.00 350.00 265.64
8108 B1 NIA 1067  Occupied  DONAHUE. 10M12/2020 1011212020 103112021 153900  RENT 1,484.00 " .00 1,434.00 50000 040
ASYA

* indicates amounts not included in detail totals



COneSite Rents v3.0

08/24/2021 3:42:08PM

OneSite Reports - Bellwether Ridge

RENT ROLL DETAIL

As of 08/23/2021

Case 3:22-cv-02118-X Document 181 Filed 03/10/23 Page 116 of 207 PagelD 5194

Parameters: Properties - ALL: Show All Unit Designations or Filter by - At.L:Subjournals - ALL;Exclude Formers? - Yes;Sort by - Unit;,Report Type - Details + Summary;Show Unit Rent as - Market + Addi.;

Page 8 of 10

mgt-521-003

details
Other
unit Unit/Lease Move-In Lease Lease Market Trans Lease Charges! Total Dep balance
Unit  Floorplan designation SQFT Status Name Move-Out Start End + Addl. Code Rent Cradits Bilting  OnHand
NIA, Pending renewal DONAHUE, 101122020 11/01/2021  10/31/2022 RENT 1,539.00 - 0.00~ 1,539.00 * 0.00 0.00
] e ASYA
8108 B2 NIA 157 Occupied  Bolton, Sedrick 03/08/2021 0052021  03/31/2022 1,759.00 RENT 1,714.00 0.00 1,714.00 250.00 0.00
8201 a2 NIA 868 -.‘“-‘Occupied Halley, Phytis 03/06/2021 03/06/2021  03/31/2022 1,594.00 PETFEE 0.00 25.00 1,574.00 450.00 0.00
""""""""""" RENT 1,549.00 .00
8202 83 NIA 1276 Ocoupied  Lilly, Eamest 10/13/2019 08/01/2020  10/31/2021 1.879.00 PETFEE 0.00 25.00 1,834.00 500.00 0.05
e e e e L se50 oo ]
8203 A2 NIA aéa occupiéa Roy. Princess 08/19%/2021 08/19/2021  0B/31/2022 1,444.00 RENT 1,444.00 g.60 1,444.00 150,00 {46,00)
8204 B1 N/A 1087 Occupied  Davis, Horace 08/21/2021 08/29/2021  08/31/2022 1,539.00 RENT 1,538.00 ¢.00 1.539.00 250.00 (1,539.00}
8205 AZ N/A 858 Occupied Murray, Latasha 05(14/2020 051472020  08/31/2021 1,444.,00 RENT 1,374.00 0.00 1,374.00 150.00 0.00
N/A Pending renewal Murray, Latasha 0511412020 09/01/2021  08/31/2022 RENT 1,428.00 ~ 0.00* 1,420.00 ~ 0,00 0.00
8206 B1 N/A 1067 Occupied  Whitaker, 06/1812021 06/18/2021  06/30/2022 1,539.00 GARAGE 0.00 150.00 1,654.00 2508.00 0.00
Desmond
RENT 1,504.00 0.00
8za7 A2 N/A 568 Occupied  Tucker, Randy 03/15/2021 03/15/2021  03/31/2022 1,594.00 RENT 1,549.00 0.00 1.548.00 400.00 6.00
8208 83 N/A 1276 Qccupied  Burlon, Riana 02/20/202%  Q2/20/2021  02/28/2022 1.879.00 RENT 1,834.00 0.00 1,834.00 250.00 .00
g0z B2 TN 1157 Occupied  Sowells, LaClent  04/0%/2021 04/01/2021 031312022 1.789.00 RENT 1.714.00 0.00 1.714.00 75000 2,008.27
9103 A2 N/ 868 Occupied  Young, Kevin 04/13/2020 08/01/2021  05/31/2022 1,444,00 GARAGE 0.00 125.00 1.514.00 400.00 0.00
e e+ e e . ssene s -
9104 B1 N/A 1067  Cocupled-NTVL Davis, Felicia 01/20/2021 C1/20/202%  07/31/2021 1,539.00 MTOM 0.00 250,00 1,789.00 250.00 0.00
S ' ' RENT  1.539.00 o0
.M.\... ' Applicart Sowells, Parick 0971012021 09/10/202¢  09/30/2022 RENT 1,539.00 ~ 0.00* 1,530.00 * 250.00 0.00
9106 B1 NiA 1067 Cccupied  Yearwood, 01/02/2021  01/08/2021  02/28/2022 1,689.00 RENT 1,644.00 0.00 1,644.00 250.00 0.00
Natasha
108 B2 N/A 1157 Cccupied  MeCoy, Jasmine  11/04/2019 12042020 11/30/2021 1,759.00 RENT 1,494.00 0.00 1,494.00 500.00 0.00
8201 AzZ N/A 868 Cecupied  Branch, Darrin 07/09/2021 Q7/08/2021  07/31/2022 1,594.00 RENT 1,579.00 0.00 1,578.00 150.00 0.00
9202 B3 N/A 1276 Occupied  Richardson, 12/07/2019  04/01/2021  03/31/2022 1,879.00 RENT 1,734.00 0.00 1,734.00 750.00 0.00
..... Ei}een nie
-?; 8203 A2 N/A §68 Occupied  Starling, Kiara 07/36/2021  07/30/2021  07/31/2022 1,444,00 RENT 1,444.00 0.00 1,444.00 150.00 0.00
-519204 B1 N/A 1087 Octupied  Smith, Anthony 11/09/2019  03/01/2021  02/28/2022 1,538.00 GARAGE 0.00 125.00 1,619.00 250.00 0.00
g RENT 1,494.00 0.00
9205 A2 N/A 888 Occupied  Irabor, Emmanuel  08/25/2021 06/25/2021  03/31/2022 1,444.00 RENT 1,428.00 0.00 1,429.00 150.00 1.96

* indicates amounts not included in detail totals
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GneSite Rents v3.0 OneSite Reports - Bellwether Ridge Page 8 of 16
08/24/2021 3:42:08PM RENT ROLL DETAIL mgt-521-003
As of 08/23/2021
Parameters: Properties - ALL;Show All Unit Designations or Filter by - ALL;Subjournals - ALL;Exclude Formers? - Yes;Sort by - Unit;:Report Type - Details + Summary;Show Unit Ren? as - Market + Addl;
Hetails
unit Unit'Lease Move-In Lease Lease Market Trans Lease Cha:t::,r Total Dep balance
Unit  Floorplian designation SQFT Status Move-Out Start End = Addl. Code Rent Credits, Billing  OnHand
9206 21 NA 1087 Occupied 11/08/2019  11/0172020  08/31/2021 1,538,00 GARAGE 0.00 125.00 1.618.00 750.00 1.27
RENT 1,494.00 0.00
NIA Pending renewal Herbert, Ashiey njoaze 0%0vzozt  OTANR0ZE GARAGE 0.00 - 125.00* 1,644.00 * 000 0.00
RENT 1.518.00 - 0.00+
5207 A2 o NIA 868 Occupied 087912021 05/29/2021  06/30/2022 159400  RENT 1,579.00 0.00 1.572.00 150.00 0.90
9208 B3 o NA 1275 Oceupied 06/2472020 06/11/2021  02/28/2022 187900  RENT 1819.00 0.00 1819.00 2,050.00  (4.139.06)
totals: 221,490.00 212,380.00 4,453.00  216,833.00  €2,225.00

* indicates amounts not included in detail totals
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OneSite Rents v3.0 OneSite Reports - Bellwether Ridge Page 10 of 10
08/24/2021 3:42:08PM RENT ROLL DETAIL mgt-521-G03
As of 08/23/2021
Pararmeters: Properties - ALL; Show All Unit Cesignations or Filter by - ALL:Subjournals - ALL;Exclude Formers? - Yes;Sort by - Unit;Report Type - Details + Summary;Show Unit Rent as - Market + Addl.;
Amt /[ SQFT: Market = 140,511 SQFT; Leased = 140,511 SQFT;
Average Average Market + Average Leased Units Units
Floorplan # Units SQFT Market + Addl. Addl. Leased Amt{ SQFT Occupied Occupancy % Available
Al 39 699 1,194.06 1.71 1,150.67 1.65 39 100.00 0
A2 27 868 1.510.67 1.74 1,455.11 1.68 27 1€0.00 2
A3 18 878 1,394.00 1.5¢ 1,352.33 1.54 18 100.00 1
B1 42 1,087 1,556.86 1.46 1,509.00 1.41 42 160.00 4}
B2 12 1,157 1,759.00 1.52 1,612.33 1.39 12 100.00 o
B3 12 1,276 1.879.00 1.47 1,762.33 1,38 12 100.00 4]
totals / averages: 150 937 1,476.60 1.58 1,415.87 1.51 150 100.00 3
occupancy and rents summary for current date
unit status Market + Addi. # units potential rent
QOccupied, no NTV 202,203.00 137 193,873.00
Occupied, NTV 4.432.00 3 4,307.00
Qccupied NTV Leased - 14,855.00 10 14,200.00
Ga;;nt Leased 0 B
Admin/Down 0 -
Vacant Not Leased o} -
totals: 221,490.00 150 212,380.00
summary billing by transaction code for current date
code amount
EMPCONC {(297.00)
GARAGE 3,100.00
MTOM 1,500.00
PETFEE 150.00
RENT 212,380.00
total: 216,833.00
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EXHIBIT “P”
DUE DILIGENCE MATERIALS

{sce attached)

AGREEMENT FOR PURCHASE AND SALE - Page 27
1E80677 ) - Belbweiber Ridge  D4DS 10 Apts at Dethwether Ridge - Agreement for Purchase and Saleé 80250024

App.507
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Comments |

provisions:

221 9linsutence Certificates end Polivits smd & loss fun for the past 3 years
23| 10|Management Agyrement orfeating agreements

24| 11Uty Bills for the Property for the 2 most recent months
12| Watrentivs ‘grarsatess: with tespect to 2oy part of the propty or any mechanical
equipment i, on or about the property; inchuding but not Emited to termites, roofs,
25| |londry equipment andpool _ —
26 T Framadiil nfermativs. £ T G
mmww:mmm&pm three calendar years, to inchude

& current 12 monthrelng report Andited financials if a HUD deal - three years

rid

28| 14iCopital Fxpenditures: Past thee yrars, detailed with doliar amounts
29 15 Cument Budget

16{Rent Roll tenants’ unit mnmber, square feet, fease beginning/ending dates, base
30 reot pes unit, five cent/rent sbatement, secusity deposit. InExcel the Ist month
Current Lease form with eddendums - Izases to be avedable for intgection at sits
31 13fvisit
32 18(Bank Statements & ReconcHations: last 3 months for property

19| Accounts payabie/aging Ext - =il need to be updated inme distely prior to closing

¥l Aged debmquency & preprid reports - will need updated immedistely prior to

35 | 21| AN Urits regont in Facel
36 | 29|Rentable Eeans seport
- s Y - - 2 R

AGREEMENT FOR PURCHASE ANB SALE - Page 28
1180677 1 Bellwether Ridge D4DS to Apls al Bellwether Ridge - Agreement for Purchase and Sale6  8025.0024

' App.508
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LR

- - N

] item

Comments |

.

s N T T VTS N

1{Description of Property: legal description

2| Mortpage docunents (note, deed of trust, etc.) and otherkens/deeds on the
Property (i epplicabis),

3| Tide docamments

4| ALTA Buoyvey

3| As Buts or Build

{IL Cantinets

plans (please note if they are located at the propesty) .

&[ Service Contracts: List and copits of strvice contracts, equipment leases,
wrpnties, vehicles and other sgreements relating to the operation of the property,
. |inchuing sssignabiity/cancelation provisions:

Landscapmg

Trash removal

Pest Control

Termide

Residert Witer/Sewet reimbursement bilking

Veador List

Peanits & License

[ 19] Menagement Agreement orleasing agreements

Uity Bils for thie Property For the 2 most recent months

K
B

9| Insurmoce Certificates and Policies and # foss run for the past 3 years
0
1
12

Wemznties/guanntees: with respect to any part of the property or any mechanieat
equipment in, on of about the property; including but not mited to ¢emmites, roofs,

2 cmrent 12 month rofing repost. Audited financials if a HUD deal - theee yvears

13| Detzd Openating Statements: Curvent month & past three calendar yexts, 1o buchide

14]Capitsl Erpenditures: Past thee years, deteiled with doflar amounty

13| Corrent Budget

16| Reat Rolt troants” unit number, square feet, lease beginning/ending dates, base
rent per unit, fres rent/rent sbatement, security deposit. In Extel the (st month

Corrert Lease form with addeméums - Jeases (o be avidtable for inspection at site
17fwisit

18;Baxk Statements & Recondiliations: last 3 months for property

19} Accounts payxhis/aging Hist - will need to be updated immediztely pricr te closing

2]Agtd deimquency & prepaid reports - will need updated fmmediately priorto

211 All Units report in Excel
23| Rentable Hems rep

I T E—

AGREEMENT FOR PURCHASE AND SALE  Page 29

1180677 &

Bellwether Ridge  D4DS to Apts at Belhwether Ridge - Agreement for Parchase and Sale6 - 8025.0024

App.509
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EXHIBIT 38

App.510
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SOUTHERN PROPERTIES CAPITAL LTD.
1603 LBJ Freeway, Suite 800
Dallas, Texas 75234

October 3, 2022

VIA HAND DELIVERY
Enoch Investments, LLC
TRWF LLC

JMJAV, LLC

JMID4, LLC

D4DS, LLC

c/o JMIJ Development, LLC
13901 Midway Road, Suite 102
Dallas, Texas 75244

Attn: Timothy Barton

Re: Conversion option for Bellwether Ridge Project; EXERCISE NOTICE
Dear Mr. Barton:

Southern Properties Capital Ltd. (“SPC”) hereby exercises its option to acquire all interest
of the addresses above in the Project known as Bellwether Ridge, DeSoto, Texas (“Project”).

As you know, the Apartments at Bellwether Ridge, LLC and D4DS, LLC have previously
executed a purchase contract to effect such transfer through a deed, once the lender on the Project
and HUD have consented to the transfer. Attached is a proposed First Amendment to such contract
together with a check for $100.00 made out to Enoch Investments, LLC, TRWF LLC and IMJAV,
LLE.

Please return the signed amendment so we can continue to process the TPA approval. If
you or your attorney have any questions, please contact Jay Lalone of Steptoe & Johnson PLLC

at 214-373-2556.

Bradley Muth Presndent

Sincerely,

15519290v1

App.511
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Enoch Investments/TRWI/IMIAV CHECK PAYMENT NBI 311667 OATE 10/03/2022

MJ01
INVOICE DESCRIPTION NET AMOUNT
| 1 I

CONVERSION NOTH | SPC Conversion Notice $ 100.00

Southern Properties Capital Ltd w $ 100.00

1603 LB) Freeway
Sulte 300
DALLAS, TX 75234

i THIS CHECK I8 VOID WITHOUT A PURPLE & BLUE BORDER AND BACKGROUND PLUS A KNIGHT & FINGERPRINT WATERMARK ON THE BACK - HOLOD AT ANGLE TO VIEW

Southern Properties Capital Ltd Bank Leumi USA ~ VOID AFTER 90 DAYS 311667
1603 LB] Freeway, Suite 800 New York, NY
Dallas, TX 75234 (469)522-4200 e

DATE 10/03/2022

gﬁggg (')l':iE Enoch Investments/TRWF/JMJAV ’ g 100.00 |
One Hundred Dollars and 00 Cents
Enoch Investments/TRWEF/JMJAV Q_A_____
Enoch Investments, LLC

TRWF LLC
JMJAV, LLC Atb_, @W‘ ,
Dallas, TX 75234

3L AEETIM 120260027940 L 0L 2qLA00w
App.512
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FIRST AMENDMENT TO AGREEMENT OF PURCHASE AND SALE

This First Amendment to Agreement of Purchase and Sale (“Amendment”) is made and
entered into this day of October, 2022, by and between APTS AT BELLWETHER
RIDGE, LLC, a Delaware limited liability company (“Purchaser”) and D4DS LLC, a Texas
limited liability company (“Seller”):

RECITALS

A, Pursuant to an Agreement for Purchase and Sale (“Contract”) dated July 6, 2021,
Seller agreed to sell, and purchaser agreed to buy improved real property located in the City of
Desoto, County of Dallas, State of Texas, known as Bellwether Ridge Apartments (“Property™).

B. The parties desire to amend the Contract under the terms and conditions set forth
below.

AGREEMENTS

NOW, THEREFORE, in consideration of ten and no/100 Dollars ($10.00) and other good
and valuable consideration, the receipt and sufficiency of which is hereby acknowledged, the
parties agree as follows:

L. Financing. The Financing Contingency Period, as such term is defined in the
Contract, is hereby amended to expire on March 31, 2023.

2. Counterparts/Delivery: This Amendiment may be executed in any number of
counterparts and by the different parties on separate counterparts, and each such counterpart shall
be deemed to be an original but all such counterparts shall together constitute one and the same
agreement. The parties hereto may execute and deliver this Amendment by forwarding
facsimile, telefax, email or other means of copies of this instrument showing execute by the

partis sending the same, and the parties agree and intend that such signature shall have the same

15515400v1

App.513
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effect as an original signature, that the parties shall be bound by such means of execution and

delivery, and that the parties hereby waiver any defense to validity based on any such copies or

signatures.

3. Continued Validity, Except as amended hereby, the Agreement is and shall

remain in full force and effect as originally written and executed.

4. Captions. Headings of paragraphs are for convenience of reference only and shall

not be construed as part of this Amendment.

EXECUTED as of the date first written above.

15515400v1

PURCHASER:

APTS AT BELLWETHER RIDGE, LLC,
a Delaware limited liability company

By:
Name:
Title:
Date:

SELLER:

P4DS LLC,
a Texas limited liability company

By:
Name:
Title:
Date:

App.514
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EXHIBIT 39

App.515



10/4/22, 10:36 AM | Detailed Tracking

FedEx” Tracking

DELIVERED

Tuesday
10/4/2022 at 8:16 am
Signed for by: S.PATEL

& Obtain Proof of delivery

How was your delivery?

WY WY W
DELIVERY STATUS
DeIivered°

B Get Status Updates

TRACKING ID

770101862781 f ﬁ

FROM
Dallas, TX US

Label Created
10/3/2022 3:45 PM

PACKAGE RECEIVED BY FEDEX
ADDISON, TX
10/3/2022 7:02 PM

IN TRANSIT
ADDISON, TX
10/4/2022 7:07 AM

OUT FOR DELIVERY
ADDISON, TX
10/4/2022 7:07 AM

DELIVERED
Dallas, TXUS

DELIVERED
10/4/2022 at 8:16 AM

{ View travel history

Manage Delivery

https:/fwaw.fedex.com/fedextrack/?trknbr=7701018627818&trkqual=2459856000~770101862781~-FX

App.516
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Travel history N

OUR COMPANY

About FedEx{https.//www.fedex.com/en-us/about. html)

Our Portfolio(https:/#www.fedex.com/en-us/about/company-structure.htmi)

Investor Relations(https://investors.fedex.com/home/default.aspx}
Careers(https://careers.fedex.com/fedex/)

FedEx Blog{https://www.fedex.com/en-us/blog.html)

Corporate Responsibility(https://www.fedex.com/en-us/about/corporate-social-responsibility. html)
Newsroom(https://newsrcom.fedex.com/)

Contact Us(https://www.fedex.com/en-us/customer-support/contact-us.htmi)

MORE FROM FEDEX

FedEx Compatible(https://www.fedex.com/en-us/compatible html)

FedEx Developer Portal(https://developer.fedex.com/api/en-us/home html)
FedEx Logistics(https:/iwww.fedex com/en-us/logistics html)

FedEx Cross Border(https:/www.fedex.com/en-us/cross-border. html)
ShopRunner{https://www.fedex.com/en-us/shoprunner.html)

LANGUAGE

@ Change Country/Territory(https://www.fedex.com/?location=home)

e — (https://www.fedex.com/en-us/email.htmi) f (Https.//www.facebook.com/FedEx/)

- (Https://twitter.com/fedex) @) (https://www.instagram.com/fedex/) e {https://www.linkedin.com/company/fedex)

& {https://www.youtube.com/fedex) P (https://www.pinterest.com/FedEx/)

© FedEx 19952022

{(https:Awww.fedex.com/en- I {https.//www fedex.com/en-us/terms-of- ty (hups.iwww fedex.com/en-us/trust-

us/sitemap.html) s bl I center.html)

App.517
htips./iwww.fedex.comifedextrack/?trknbr=770101862781&trkqual=2459856000~770101862781~FX 212



TUISI24, 3145 PM

Case 3:22-cv-02118—X Document 181 Filed 03/10/23 Page 130 of 207 Pagel

JUIHERY N

M:IG Sn-X1

VXNd IV

1444
USY

EE
=%

1842 9810 L0L.

1HOINYIAO LS¥id
v00:8 100 ¥0-3NL

redtx Ship Manager - Print Your Label(s)

EE T
L 3

J23NTHE 2 iuy

UICLE RO R R R

)

32

1433

HIHLIMTEB1dS - £0000 96501 1 I3

0068-95% (b4

581 4/ACSFIFE2D

[_)'5208
°Eotzuzg
O o mARcssShEg
2C o ZZ0w mois
'--—IKZ)CDC)_q—1 e
Lm0 3Es A0r2
a2 I omd nocg
no = SR g12
— o O = <Gt 258
x =< ee
~ >I'I1)> o B
n <N A E &
o] o | QO o«
= =20 P
L
(o Jne “

w

o

o

—
=) W G=g
m T g9=
< L D am
m » 833
o | 5=
2| i®
m 2

After printing this label:
1. Use the 'Print’ button on this page to print your label to your laser or inkjet printer.
2. Fold the printed page alang the horizontal line,
3. Place label in shipping pouch and affix it to your shipment so that the barcode portion of the label can be read and scanned.

Warning: Use only the printed original labet for shipping. Using a photocopy of this label for shipping purposes is fraudulent and could result in
additional billing charges, along with the cancellation of your FedEx account number.
Use of this system constitutes your agreement to the service conditions in the current FedEx Service Guide, available on fedex.com.FedEx will not
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/A

SOUTHERN
PROPERTIES CAPITAL
1603 LBIJ Freeway, Suite 800
Dallas, Texas 75234

November 3, 2022

Mr. Courtney C. Thomas
Brown Fox LLC

8111 Preston Road

Suite 300

Dallas, Texas 75225

Re:  SECv. Timothy Barton, et al; Civil Action No. 3:22-CV-2118X (Bellwether Ridge)

Dear Mr. Thomas:

This letter is written to you in your capacity as Receiver in the referenced case. Southern
Properties Company Ltd. (“Lender”) is the lender to JMJ Development, LLC (“Pledgor”) in
connection with the Bellwether Ridge Apartments, an apartment complex in DeSoto, Texas
(“Bellwether Ridge™). By letter dated October 3, 2022 (“Exercise Letter”), a copy of which is
attached, Lender exercised its right to acquire ownership of Bellwether Ridge.

Lender’s right arises under the (i) Amended and Restated Pledge and Security Agreement
dated October, 2017, executed by IMJAV, LLC, to Pledgor, pledging one percent (1%) of the
membership interests in JMJD4 LLC, (ii) Amended and Restated Pledge and Security Agreement
dated October, 2017, executed by TRWF, LLC to Pledgor, pledging one hundred percent (100%) of
the membership interests in JIMJAV, LLC, and (iii) Amended and Restated Pledge and Security
Agreement dated October, 2017, executed by Enoch Investments, LLC to Pledgor, pledging ninety-
nine percent (99%) of the membership interests in JIMJAV, LLC (collectively, “Pledges”). The
Pledges were assigned to Lender by an Assignment of Pledge and Security Agreement, dated
October 2017, executed by Pledgor to Lender (“Assignment”). Copies are attached. The Assignment
secured a loan (“Mezzanine Loan”) in the amount of $3,800,000.00, evidenced by the attached
Promissory Note from Pledgor to Lender, as amended. The security interests granted under the
Pledge were perfected by the attached UCC-1s. By letter agreement dated May 5, 2017 (copy
attached), IMJAV, IMID4, LLC, D4DS, LLC and Timothy Barton also agreed to the assignment of
ownership interests in D4DS, LLC, the owner of Bellwether Ridge.

Bellwether Ridge is subject to a first mortgage loan (“Mortgage Loan”) in the amount of
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$19,021,200.00 in favor of Greystone Funding Company LLC (“Greystone™), which loan is insured
by the US Department of Housing and Urban Development (“HUD”). The Mortgage Loan, as
evidenced by a U.S. Department of Housing and Urban Development Regulatory Agreement for
Multifamily Projects (“Regulatory Agreement”) and a Note (“Note”), both dated October 1,2017, is
secured by a Multifamily Deed of Trust, Assignment of Leases and Rents and Security Agreement
(“Deed of Trust,” collectively with the Regulatory Agreement and Note referred to as the “Mortgage
Documents™). The terms of the Mortgage Documents allow for an assumption of the loan, subject to
the approval of both Greystone and HUD. Section 7.15 of the Pledges provides the mechanism under
which the Mezzanine Loan can be converted to an ownership interest. Upon Lender’s exercise, the
Pledges contemplate that the parties will make application to Greystone and HUD for consent to a
Transfer of Physical Assets (“TPA”). To initiate this process, a signed agreement for such purchase
must be submitted with the signed TPA application.

In the Exercise Letter, Lender included a proposed amendment (“Amendment”), which
amended the attached Purchase and Sale Agreement that that had been previously signed by D4DS,
LLC and Bellwether Ridge, LLC, a wholly owned subsidiary of Lender. The only reason for the
Amendment is that HUD took longer to approve the structure than contemplated. Please review the
Amendment and let us know any comments.

While we understand that you have been required to review much information in a short
time, it is important that this transfer be submitted to Greystone and HUD as soon as possible. The
current proceedings and your appointment as Receiver violate the Mortgage Documents, and we
believe proceeding with the transfer can resolve this default.

Please contact Mark Cooper (469) 522-4390 at your earliest convenience. Thank you for
your help.

Very truly yours,

SOUTHERN PROPERTIES CAPITAL LTD,

By:
Name:
Title:
cc: Enoch Investments, LLC

TRWF LLC

IMIAV, LLC

JIMID4, LLC

D4DS, LLC

IJMJ Development, LL.C
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SOUTHERN PROPERTIES CAPITAL LTD.

Audited Consolidated Financial Statements

As of December 31, 2021

U.S. Dollars in Thousands
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EY Kost Forer Gabbay & Kasierer Tel: +972-3-6232525
144 Menachem Begin Road, Building A, Fax: +972-3-5622555

Building a better Tel-Aviv 6492102, Israel ey.com

working world

AUDITORS' REPORT
To the Shareholders of
Southern Properties Capital LTD

We have audited the accompanying consolidated statements of financial position of Southern
Properties Capital Ltd. as of December 31, 2021 and 2020 and the related consolidated
statements of profit or loss and other comprehensive income, changes in equity and cash flows
for each of the three years in the period ended December 31, 2021. These financial statements
are the responsibility of the Company's board of directors and management. Our responsibility
is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards in Israel,
including standards prescribed by the Auditor's Regulations (Auditor's Mode of Performance),
1973. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant
estimates made by the board of directors and management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our
opinion.

In our opinion, based on our audits, the financial statements referred to above present fairly, in
all material respects, the financial position of the Company and its subsidiaries as of
December 31, 2021 and 2020, and the results of their operations, changes in equity and their
cash flows for each of the three years in the period ended December 31, 2021, in conformity
with International Financial Reporting Standards (IFRS) and with the provision of the Israeli
Securities Regulations (Annual Financial Statements), 2010.

Tel-Aviv, Israel KOST FORER GABBAY & KASIERER
March 29, 2022 A Member of Ernst & Young Global
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Consolidated Statements of Financial Position
(dollars in thousands)

December 31,
Note 2021 2020
Assets
Current Assets
Cash and cash equivalents $ 50,739 § 33,871
Short-term investments 5 16,002 —
Restricted and designated cash 6 8,572 35,071
Receivables and other assets 6,761 3,828
Due from joint venture — 2,356
82,074 75,126
Property held for sale 21 26,750 —
108,824 75,126
Non-Current Assets
Investment properties 7 387,925 513,779
Investment in joint venture 8 352,673 289,725
Loan receivable 9 7,472 14,117
Notes receivable 10 79,507 47,850
Advances for acquisition of real estate 11 13,878 11,548
Accounts receivable 12 38,095 30,742
Restricted and designated cash 13 11,678 16,484
891,228 924,245
Total assets $ 1,000,052 $ 999,371

The accompanying notes are an integral part of these consolidated financial statements.
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SOUTHERN PROPERTIES CAPITAL LTD.

Consolidated Statements of Financial Position
(dollars in thousands)

December 31,

Note 2021 2020
Liabilities and Equity
Current Liabilities
Current portion of mortgages notes payable 14 $ 43,854 $ 14,979
Current portion of bonds payable 15 46,286 44,775
Accounts payable 16 14,640 29,459
Tenant deposits 878 1,414
Related party payable — 2,356
105,658 92,983
Liabilities attributed to property held for sale 21 13,697 —
119,355 92,983
Non-Current Liabilities
Mortgages notes payable 14 118,416 207,269
Bonds payable 15 143,166 193,113
Other long-term liabilities — 2,813
261,582 403,195
Total liabilities 380,937 496,178
Equity
Share and additional paid-in capital 19 165,544 165,544
Reserve for transactions with controlling shareholder 138,664 138,664
Retained earnings 314,907 198,985
Total equity 619,115 503,193
Total equity and liabilities $ 1,000,052 $ 999,371
Date of approval of the financial statements: March 29, 2022
Brad T uth Enik %VWH/
Bradley J. Muth Erik L. Johnson
President and Chairman of the Board Executive Vice President and Chief Financial
Officer
3
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SOUTHERN PROPERTIES CAPITAL LTD.

Consolidated Statements of Operations
(dollars in thousands)

Year Ended December 31,
Note 2021 2020 2019

Rental revenues 4,7(0)(2) $ 40,012 § 52,191 § 44,935
Property operating expenses 18(a) 19,135 22,659 21,203

Gross profit 20,877 29,532 23,732
General and administrative expense 18(b) (6,505) (5,057) (5,154)
Other income (expense) 8(d) (29,600) — (10,557)
Revaluation of investments 7 22,273 1,489 11,845
Share of income (loss) from joint
venture 8 100,399 (472) 38,993

Operating income 107,444 25,492 58,859
Finance income 18(c) 37,020 11,711 8,802
Finance income from Mezz Loan 8 10,153 10,538 12,396
Finance expense 18(d) (32,520) (28,571) (35,754)
Foreign currency loss (6,175) (13,378) (15,108)

Net income $ 115922 $ 5792 $ 29,195

Comprehensive income $ 115922 $ 5792 $ 29,195

The accompanying notes are an integral part of these consolidated financial statements.
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SOUTHERN PROPERTIES CAPITAL LTD.

Consolidated Statements of Changes in Members’ Capital
(dollars in thousands)

Share and Reserve for
additional transactions
paid-in with Retained
capital c‘ontr‘ "ll_i"’g Earnings Total equity
Balance at January 1, 2019 $ 165,544 $ 138,664 $ 167,956 $ 472,164
Comprehensive income — — 29,195 29,195
Non-cash dividend — — (3,958) (3,958)
Balance at December 31, 2019 165,544 138,664 193,193 497,401
Comprehensive income — — 5,792 5,792
Balance at December 31, 2020 165,544 138,664 198,985 503,193
Comprehensive income — — 115,922 115,922
Balance at December 31, 2021 $ 165,544 $ 138,664 $ 314,907 $ 619,115

The accompanying notes are an integral part of these consolidated financial statements.
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SOUTHERN PROPERTIES CAPITAL LTD.
Consolidated Statements of Cash Flows

(dollars in thousands)

Year Ended December 31,
2021 2020 * 2019 *

Operating activities

Net income $ 115922 § 5792 $§ 29,195
Adjustments to reconcile net income to cash

provided bv operating activities:

Revaluation of investment properties (22,273) (1,489) (11,845)
Earn Out Obligation Adjustment 29,600 — —
Share of (income) loss from joint venture (100,399) 472 (37,434)
Overlook allowance — — 1,538
Distributions from joint venture 10,588 10,643 5,085
Finance income from Mezz loan (10,153) (10,538) (12,396)
Finance expenses, net 1,675 30,238 42,060

Changes in operating assets and liabilities
Receivables, prepaid expenses and other

assets 5,221 (889) 5,445
Accounts payable and accrued expenses (7,233) 2,067 13,654
Other long-term liabilities — 2,813 —
Related party payable — (135) (56)
Net cash provided by operating activities 22,948 38,974 35,246
Investing activities
Advances on options to purchase real estate (2,330) (1,900) (3,340)
Origination and advances on notes receivable (6,188) (16,752) (38,845)
Collections from notes and loan receivable 19,410 15,293 16,234
Proceeds from sale of receivables 5,000 — —
Proceeds from sale of land 20,366 12,854 4218
Proceeds from sale of investment properties 77,340 — —
Investment in joint venture — (118) —
Additions to investments in real estate (19,355) (24,972) (39,280)
Investment in short-term securities (16,000) — —
Change in restricted cash 31,305 (8,187) 21,379

Net cash provided by (used in) investing

activities 109,548 (23,782)  (39,634)

Year Ended December 31,
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SOUTHERN PROPERTIES CAPITAL LTD.

Consolidated Statements of Cash Flows
(dollars in thousands)

2021 2020 * 2019 *

Financing activities
Proceeds from issuance of bonds payable — 19,060 73,884
Payments on bonds payable (56,512) (23,263) (22,044)
Proceeds from mortgages and notes payable 20,015 14,092 23,973
Payments on mortgages and notes payable (51,671) (6,130) (45,240)
Payments of interest (28,317) (24,348) (24,253)
Foreign exchange of cash on hand 857 1,453 —

Net cash used in financing activities (115,628) (19,136) 6,320

Net increase (decrease) in cash and cash

cauivalents 16,868 (3,944) 1,932
Cash and cash equivalents at beginning of

33,871 37,815 35,883

period
Cash and cash equivalents at end of period $§ 50,739 $ 33,871 $ 37,815

Significant non-cash transactions:

Non-cash dividend $ — 3 — $ 3,958
Payable for assets under construction $ — 3 — $ 305
Receivable from joint venture offset against

$ 235 § — —
related partv navable
Distribution from joint venture applied to

$ 5441 § — 3 —

earn-out obligation

¢ The amounts have been reclassified.

The accompanying notes are an integral part of these consolidated financial statements.
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SOUTHERN PROPERTIES CAPITAL LTD.

Notes to Consolidated Financial Statements
(dollars in thousands)

Note 1. General

a.

A general description of the Company and its activity:

Southern Properties Capital Ltd. (the Company) was incorporated on August 16, 2016, as a private company
limited by shares, in conformity with provisions of the BVI Business Companies Act, 2004. The Company was
incorporated for the purpose of raising funds by issuing debentures that cannot be converted into shares on the
Tel-Aviv Stock Exchange (the "TASE"). Upon incorporation, the Company issued one certificate containing 100
common shares with no par value.

The Company and its subsidiaries (the "Company"), operate in the United States and are primarily involved in (i)
investing in, developing, constructing and operating income-producing properties of multifamily residential real
estate assets and commercial real estate assets, and (ii) investing in land held for capital appreciation.

The Company is a wholly-owned subsidiary of Abode Multi Property, LP, a limited partnership incorporated in
the State of Delaware, which is a wholly-owned subsidiary of Transcontinental Realty Investors, Inc. ("TCI"), a
company incorporated in the State of Nevada, whose shares are listed for trading on the New York Stock Exchange
(“NYSE”) under ticker symbol TCI, in conformity with the US Securities Act and with the Security Exchange
Commission (“SEC”).

As of December 31, 2021, the Company has a consolidated working capital deficiency of approximately $10,531.
The deficiency is derived from the non-recourse loan on Stanford Center of $39,331 that matures on February 26,
2022. On March 3, 2022, the lender extended the maturity of the loan to February 26, 2023 (See Note 14).

The Company is also obligated to make bond principal and interest payments of approximately $29,256, $26,969
and $97,947 on January 31, 2022, July 31, 2022 and January 31, 2023, respectively. The Company expects to
fund these payments from cash on hand and short-term investments, which was approximately $42,685 as of the
reporting date, cash from operations, and proceeds from sale or refinance of properties, bond offerings and sale
of joint venture properties.

Management and the board of directors have concluded that the Company has the ability to repay its obligations
as they become due during the foreseeable future.

Consequences of coronavirus (“COVID-197):

The Company continues to closely monitor the impact of the COVID-19 pandemic on all aspects of its business
and its property portfolio. While COVID-19 has not caused a significant disruptions to the Company’s residential
real estate operations, it has resulted in a decrease in occupancy and fair value of some of its commercial
properties. The future impact of COVID-19 on our business and financial activities will depend on future
developments, which at this stage are unpredictable considering the fluctuations of COVID-19 outbreaks and the
resulting changes in the markets.
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SOUTHERN PROPERTIES CAPITAL LTD.

Notes to Consolidated Financial Statements
(dollars in thousands)

Note 2. Significant Accounting Policies

The following accounting policies have been consistently applied in the financial statements for all periods presented,
unless otherwise stated.

Basis of preparation

The consolidated financial statements are prepared in accordance with International Financial Reporting Standards
("IFRS"). Furthermore, the consolidated financial statements have been prepared in conformity with the provisions of
the Israeli Securities Regulations (Annual Financial Statements), 2010.

The consolidated financial statements have been prepared on a cost basis, except for investment properties.
The operating cycle

The operating cycle of the Company is one calendar year.

Consolidated financial statements

The consolidated financial statements comprise the financial statements of companies that are controlled by the
Company (subsidiaries). Control is achieved when the Company is exposed, or has rights, to variable returns from its
involvement with the investee and has the ability to affect those returns through its power over the investee. Potential
voting rights are considered when assessing whether an entity has control. The consolidation of the financial
statements commences on the date on which control is obtained and ends when such control ceases.

The financial statements of the Company and its subsidiaries are prepared on the same dates and periods. The
accounting policies applied in the financial statements of the subsidiaries are uniform and consistent with the policies
applied in the consolidated financial statements of the Company. Significant intercompany balances and transactions
and gains or losses resulting from intercompany transactions are fully eliminated in the consolidated financial
statements.

Business combinations

Business combinations are accounted for by applying the acquisition method. The cost of the acquisition is measured
at the fair value of the consideration transferred on the acquisition date. Direct acquisition costs are reported on
consolidated statement of comprehensive income as they are incurred.

Regarding business combination under common control — see Note 1 above.
Investments in joint ventures.

Joint ventures in which the Company has significant influence over the financial and operating policies without having
control. The investment in joint ventures is accounted for using the equity method.

Under the equity method, the investment in the joint venture is presented at cost with the addition of post-acquisition
changes in the Company share of net assets, including other comprehensive income of the joint venture. Profits and
losses resulting from transactions between the Company and the joint venture are eliminated to the extent of the
interest in the joint venture.

The financial statements of the Company and of the joint ventures are prepared as of the same dates and periods. The
financial statements of the joint venture Victory Abode Apartments, LLC are prepared under accounting principles
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(dollars in thousands)

generally accepted in the United States of America (“U.S. GAAP”). The Company adjusted the financial statements
of Victory Abode Apartments, LLC in accordance with the Company accounting policy.

The equity method is applied until the loss of significant influence in the joint venture or loss of joint control in the
joint venture or classification as held-for-sale.

Functional currency, presentation currency and foreign currency
The functional and presentation currency of the financial statements is the USD unless otherwise stated.

The Company determines the functional currency of each Company entity, including companies accounted for at
equity method.

Transactions denominated in foreign currency are recorded upon initial recognition of the exchange rate at the date of
the transaction. After initial recognition, monetary assets and liabilities denominated in foreign currency are translated
at each reporting date into the functional currency based on the exchange rate at that date. Exchange rate differences,
other than those capitalized to qualifying assets or accounted for as hedging transactions in equity, are recognized as
unrealized profit or loss.

Cash equivalents:

Cash equivalents are considered as highly liquid investments, including unrestricted short-term bank deposits with an
original maturity of three months or less from the date of investment.

Short-term deposits and restricted cash

Short-term deposits and restricted cash are classified as deposits with an original maturity date of more than three
months from the date of investment and when the Company places restrictions on the uses. They can also be classified
as deposits which do not meet the definition of cash equivalents. The deposits are presented according to their terms
of deposit.

Revenue recognition

Revenue from contracts with customers is recognized in profit or loss when control over the asset or service is
transferred to the customer. The transaction price is the amount of the consideration expected to be received in
accordance with the terms of the contract, less the amounts collected in favor of third parties (such as taxes).

In determining the amount of income from customer contracts, the Company examines whether it operates as a
principal supplier or as a contract agent. The Company is a major supplier when it controls the goods or services that
have not yet been promised and transfer it to the customer. In such cases, the Company recognizes revenue in the gross
amount of the consideration.

Leases

The criteria for classifying leases as finance or operating leases depend on the substance of the agreements and are
made at the inception of the lease in accordance with the following principles as set out in IAS 17.

The Company as lessee:

Finance leases transfer to the Company substantially all the risks and benefits incidental to ownership of the leased
asset. The Company did not have any finance leases during the three years ended December 31, 2021.
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App.533



Case 3:22-cv-02118-X Document 181 Filed 03/10/23 Page 146 of 207 PagelD 5224
SOUTHERN PROPERTIES CAPITAL LTD.
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The Company as lessor:

Lease agreements are classified as an operating lease if they do not transfer substantially all the risks and benefits
incidental to ownership of the leased asset. Lease payments or lease receipts are recognized as a revenue in profit or
loss on a straight-line basis over the lease term.

Minimum rental revenues arising from operating leases on investment properties are accounted for on a straight-line
basis over the lease term. Operating lease terms for the Company's investment properties for residential purposes are
generally one year or less. Rental revenues attributable to residential leases are recorded when due from tenants and
are recognized monthly as they are earned, which is not materially different than on a straight-line basis. Certain lease
agreements provide for fixed rental increases which are recognized on a straight-line basis. Certain lease agreements
also provide for the reimbursement of certain operating expenses such as real estate taxes, water, electricity and
common area maintenance costs by the tenants. The reimbursements are recorded as recoveries revenue.

Borrowing costs:

The Company capitalizes borrowing costs that are attributable to the acquisition, construction or restructuring
qualifying assets which necessarily take a substantial period of time to get ready for their intended use.

The capitalization of borrowing costs commences when expenditures for the asset as well as the borrowing costs are
incurred and the activities to prepare the asset are in progress. It ceases when substantially all the activities to prepare
the qualifying asset for its intended use or sale are complete and general borrowing costs based on a weighted
capitalization rate.

Investment properties

An investment property is an asset (land or a building or both) held by the owner (lessor under an operating lease) or
by the lessee under a finance lease to earn rentals or for capital appreciation or both rather than for use in the production
or supply of goods or services, for administrative purposes or for sale in the ordinary course of business.

Investment property is derecognized on disposal or when the investment property ceases to be used and no future
economic benefits are expected from its disposal. The difference between the net disposal proceeds and the carrying
amount of the asset is recognized in profit or loss in the period of the disposal.

Investment property is measured initially at cost, including costs directly attributable to the acquisition. After initial
recognition, investment property is measured at fair value which reflects market conditions at the reporting date. Gains
or losses arising from changes in the fair value of investment property are included in profit or loss when they arise.
Investment property is not systematically amortized.

Investment property under construction for future use as investment property is also measured at fair value, as above,
if fair value can be reliably measured. If fair value cannot be reliably measured, due to the nature and risks of the
project, then it is measured at cost less impairment losses, if any, until the earlier of the date when the fair value can
be reliably measured or the date when construction is complete. The cost basis of investment property under
construction includes cost of land; costs of borrowings that are used to finance construction; directly attributable
planning and development incremental costs and brokerage fees relating to agreements to lease the property.
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Notes to Consolidated Financial Statements
(dollars in thousands)

In determining the fair value of investment property, the Company relies periodically on valuations performed by
external independent valuation specialists who are experts in real estate valuations and who have the necessary
knowledge and experience.

Financial instruments

As detailed in Note 2Q2 regarding IFRS No. 9 - "Instruments" (Hereinafter - "the Standard"), the Company elected to
apply the provisions of the standard retroactively without restatement comparison numbers. New IFRS standards in
place during the year.

1. Financial assets

Financial assets are measured at the date of initial recognition at their fair value plus transaction costs which can
be directly attributed to the acquisition of the financial asset, except in the case of a financial asset is measured at
fair value through profit or loss, in respect of which transaction costs are charged to profit or loss. The Company
classifies and measures the debt instruments in its financial statements on the basis of the criteria

below:
(A) the business model of the company for the management of financial assets, and
(B) the contractual cash flow characteristics of the financial asset.

Financial assets within the scope of the standard are measured at the date of initial recognition at their fair value,
plus transaction costs that can be directly attributed to the acquisition of the financial asset, except in the case of
a financial asset measured at fair value through profit or loss in respect of which transaction costs are charged to
profit or loss.

(C) The Company measures debt instruments at amortized cost when:

The Company's business model is the holding of financial assets in order to collect contractual cash flows; and
the contractual terms of the financial asset provide entitlement on defined dates to cash flows that are only
principal and interest payments in respect of the amount of the principal that has not yet been repaid.

Subsequent to initial recognition, instruments in this group shall be presented at their cost at cost plus transaction
costs directly using the amortized cost method.

2. Impairment of financial instruments

The Company examines at each reporting date the provision for loss in respect of financial debt instruments that
are not measured at fair value through profit or loss.

The impairment in respect of debt instruments measured at amortized cost will be charged to profit or loss against
provision. The Company has financial assets with short credit periods such as customers, for which it is entitled
to implement the relief prescribed in the model, ie., the Company will measure the provision for loss in an amount
equal to expected credit losses throughout the life of the instrument. The Company chose to apply the relief
regarding these financial assets.

3. Withdrawal of financial assets

A financial asset is derecognized only when the contractual rights to the cash flows from the financial asset expire.
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4. Financial liabilities

On the initial recognition date, the Company measures the financial liabilities within the scope of the Standard at
fair value net of transaction costs directly attributable to the issue of the financial liability, except in the case of a
financial liability measured at fair value through profit or loss for which transaction costs are charged to profit or
loss.

After initial recognition, the Company measures all financial liabilities according to the amortized cost method.

A financial liability is derecognized when and only when it is extinguished - that is, when the obligation specified
in the contract is discharged or canceled or expires.

5. Offsetting financial instruments

Financial assets and financial liabilities are offset and the net amount is presented in the statement of financial
position if there is a legally enforceable right to offset the recognized amounts and there is an intention to settle
the asset and liability on a net basis or to realize the asset and eliminate the liability simultaneously.

6. Transactions with controlling shareholders

Assets in respect of which a transaction was executed between the Company and its controlling shareholder or
between companies under the same control are recognized on the transaction date at fair value. The difference
between the fair value and the consideration determined in the transaction is charged to a separate item in the
capital "Fund in respect of transactions with controlling shareholders".

Fair value measurements:

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date.

Fair value measurement is based on the assumption that the transaction will take place in the asset's or the liability's
principal market, or in the absence of a principal market, in the most advantageous market.

The fair value of an asset or a liability is measured using the assumptions that market participants would use when
pricing the asset or liability, assuming that market participants act in their economic best interest.

The Company uses valuation techniques that are appropriate in the circumstances and for which sufficient data are
available to measure fair value, maximizing the use of relevant observable inputs and minimizing the use of
unobservable inputs.

All assets and liabilities measured at fair value or for which fair value is disclosed are categorized into levels within
the fair value hierarchy based on the lowest level input that is significant to the entire fair value measurement:

Level 1 - quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2 - inputs other than quoted prices included within Level 1 that are observable either
directlv or indirectlv.

Level 3 - inputs that are not based on observable market data (valuation techniques which use
inouts that are not based on observable market data).
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Provisions

A provision in accordance with IAS 37 is recognized when the Company has a present obligation (legal or
constructive) as a result of a past event, it is probable that an outflow of resources embodying economic benefits will
be required to settle the obligation and a reliable estimate can be made of the amount of the obligation.

The financial statements include a provision for legal claims. A provision for claims is recognized when the Company
has a present legal or constructive obligation as a result of a past event. It is more likely than not that an outflow of
resources embodying economic benefits will be required by the Company to settle the obligation and a reliable
estimate of the obligation amount can be made.

Taxes

According to the relevant tax laws in the British Virgin Islands and in the United States of America, the companies in
the consolidated group are considered as "pass through" entities. Accordingly, no provision has been made for federal
and state income taxes or other income tax benefits in the accompanying financial statements as taxable income and
losses are reported in the tax returns of the shareholders.

Contributions and distributions

Contributions and distributions consist of amounts due to/from related parties and cash and cash equivalents that did
not transfer to the Company from the transferring entities upon the acquisition of properties at the time of the initial
public offering (IPO).
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Note 3. Significant Estimates
Significant accounting judgments, estimates, and assumptions used in the preparation of the financial statements:

In the process of applying the significant accounting policies, the Company has made the following judgments which
have the most significant effect on the amounts recognized in the financial statements:

a. Judgments:
Classification of leases:

For the purpose of examining whether a lease should be classified as finance or operating, the Company examines
whether the lease essentially transfers all the risks and benefits accompanying the ownership of the asset. The
Company examines, inter alia, the existence of an option-purchase option, the lease period relative to the
economic life of the asset and the present value of the minimum lease payments in relation to the fair value of the
asset.

Rental revenues:

Certain lease agreements provide for the reimbursement of certain operating expenses such as real estate taxes,
water, electricity and common area maintenance costs by tenants. If the Company acts as an agent and not as a
principal, the Company accounts for such leases on the gross basis.

Transactions with controlling shareholders.:

Assets in respect of which a transaction was executed between the Company and its controlling shareholder or
between companies under the same control are recognized on the transaction date at fair value. The difference
between the fair value and the consideration determined in the transaction is charged to a separate item in the
capital "Reserve in respect of transactions with controlling shareholders".

b. Estimates and assumptions:

The preparation of the financial statements requires management to make estimates and assumptions that have an
effect on the application of the accounting policies and on the reported amounts of assets, liabilities, revenues and
expenses. Changes in accounting estimates are recorded in the period in which the estimate is changed.

The key assumptions made in the financial statements concerning uncertainties at the reporting date and the
critical estimates computed by the Company that may result in a material adjustment to the carrying amounts of
assets and liabilities within the next financial year are discussed below:

Investment property:

Investment property that can be reliably measured is presented at fair value at the reporting date. Changes in its
fair value are recognized in profit or loss. Fair value is determined generally by external independent valuation
specialists using valuation techniques and assumptions as to estimates of projected future cash flows from the
property and estimate of the suitable discount rate for these cash flows. When possible, fair value is determined
based on recent real estate transactions with similar characteristics and location of the valued property.

In determining the fair value of investment property, valuation specialists and the Company's management are
required to use certain assumptions in order to estimate the future cash flows from the properties regarding the
required yield rates on the Group's properties, the future rental rates, occupancy rates, lease renewals, the
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probability of leasing vacant spaces, property operating expenses, the financial strength of tenants and the
implications of any investments for future development. Changes in the assumptions that are used to measure
investment property may lead to a change in fair value.
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Reliable measurement of fair value of investment property under construction:

In evaluating whether the fair value of investment property under construction can be reliably measured, the

Group considers, among others, the following relevant indicators:

1.
2.

NS kW

Is the property being constructed in active market;

Are there any price quotations from recent transactions or prior valuations from acquisitions or sales of
properties with similar characteristics and geographical location;

Has a construction contract been signed with the developer;
Have the required building permits been obtained;

What percentage of rentable area has been pre-leased to tenants;
Are construction costs reliably determinable;

Is the value of the completed property reliably determinable.

If after evaluating the above indicators it is determined that the fair value of investment property under

construction can be reliably measured, the property is measured at fair value in accordance with the Group's policy

for investment property. If fair value cannot be reliably measured, then investment property under construction is

measured at cost less, if appropriate, any impairment loss.

c. Disclosure of new standards in the period prior to their adoption:

IFRS 3 Business Combinations

In October 2018, the IASB issued an amendment to the definition of a "business" in IFRS 3, "Business
Combinations" ("the Amendment"), in an aim to assist entities in determining whether an acquisition transaction

should be accounted for as a business combination or as an acquisition of an asset.

The Amendment consists of the following:

1.

Clarification that to meet the definition of a business, an integrated set of activities and assets must include,
as a minimum, an input and a substantive process that together significantly contribute to the ability to create
output.

Removal of the reference to the assessment whether market participants are capable of acquiring the
business and continuing to operate it and produce outputs by integrating the business with their own inputs
and processes.

. Introduction of additional guidance and examples to assist entities in assessing whether the acquired

processes are substantive.

. Narrowing the definitions of "outputs" and "business" by focusing on goods and services provided to

customers.

. Introducing an optional concentration test that permits a simplified assessment of whether an acquired set

of activities and assets is not a business.

The Amendment is to be applied prospectively to all business combinations and asset acquisitions for which
the acquisition date is on or after the beginning of the first annual reporting period beginning on or after
January 1, 2020, with earlier application permitted.

The Company's estimation, implementation of the standard did have a material impact on its financial statements.
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Amendments to IAS 1, "Presentation of Financial Statements":

In January 2020, the IASB issued several amendments to IAS 1, "Presentation of Financial Statements" ("the
Amendments") in an aim to clarify the criteria for determining the classification of liabilities as current or non-
current.

The Amendments consist of the following clarifications:
1. Clarification of the definition of the right to defer settlement of a liability.
2. Clarification that only the rights an entity has at the end of the reporting period can determine whether it has
the right to defer settlement of the liability.
3. Clarification of the means that can be used to settle a liability other than by transfer of cash (such as by
transfer of equity instruments).

The Amendments are to be applied retrospectively effective for annual periods beginning on or after January 1,
2020, with earlier application permitted.

The Company's implementation of the standard did not have a material impact on its financial statements.
Note 4. Operating Segments

Operating segments are reported in a manner consistent with the internal reporting provided to the Company's chief
executive officer or chief operating decision maker (“CODM”). The CODM, is responsible for allocating resources
and assessing the performance of the operating segments, and makes strategic decisions.

During 2020, the Company replaced its chief executive officer, and as a result, changed its CODM. The Company has
updated its operating segments in accordance with how its new CODM assesses Company performance and allocates
resources. The prior CODM had management oversight over the Company and VAA, and therefore included the VAA
portfolio in the multifamily operating segment at 100%. The Company’s current CODM has limited influence on
VAA, and therefore, includes VAA at the Company’s 50% pro rata share. In addition, the new CODM does not
consider the Company’s land sales transaction as an operating segment, and has included its operations in unallocated
expenses. The Company has revised prior year amounts to conform with the current presentation.

Management has determined the operating segments based on the reports reviewed by the senior management team
in making strategic decisions. For management purposes, the Company considers the business based on the following
operating segments:

- Multifamily real estate - purchases and develops investment properties primarily consisting of multifamily
apartment complexes or buildings in order to produce rental income or for capital appreciation or both. The
segment include the financial information of VAA on a 50% proportion share (See Note 8).

- Commercial real estate - purchases and develops investment properties primarily consisting of offices in order
to produce rental income or for capital appreciation or both.

Unallocated represents expenses general and administrative expenses of the Company’s corporate office, land sale
transactions, finance income from the notes receivable and bank accounts, interest expense from the Series A and
Series B bonds and gain (loss) from foreign currency transactions in connection with the bonds.

No reportable operating segments have been aggregated. There are no intercompany transactions between the different
segments. Management reviews the operating results of its business units separately for the purpose of making
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decisions about resource allocation and performance assessment. Segment performance is evaluated based on net

operating income, which is calculated as rental revenues less property operating expenses.

Rental revenues

Property operating expenses

Gross profit

General and administrative expenses

Other expense

Revaluation of investments

Income from joint venture

Operating income (loss)

Finance income

Finance income from Mezz Loan
Finance expense

Gain on foreign currency transactions

Net income (loss)

Rental revenues

Property operating expenses

Gross profit

General and administrative expenses

Revaluation of investments

Loss from joint venture

Operating income

Finance income

Finance income from Mezz Loan
Finance expense

Gain on foreign currency transactions

Net income (loss)

Year Ended December 31, 2021

Residential Commercial Unallocated Adjustment Total

$ 85,961 $ 23,632 § — $  (69,581) $ 40,012
42,063 11,276 — (34,204) 19,135
43,898 12,356 — (35,377) 20,877
(1,100) (480) (4,925) — (6,505)
(29,600) — — — (29,600)
119,658 (18,226) 14,046 (93,205) 22,273

— — — 100,399 100,399

132,856 (6,350) 9,121 (28,183) 107,444

— — 37,020 — 37,020

— — — 10,153 10,153

(25,090) (9,125) (16,335) 18,030 (32,520)

— — (6,175) — (6,175)

§ 107,766 §  (15,475) § 23,631 $ — § 115,922

Year Ended December 31, 2020 *
Residential Commercial Unallocated Adjustment Total

$ 77,172 $ 36,807 $ — § (61,788) § 52,191
37,095 15,245 — (29,681) 22,659
40,077 21,562 — (32,107) 29,532
(1,942) (118) (4,756) 1,759 (5,057)

175 (18,421) 17,386 2,349 1,489

— — — (472) (472)

38,310 3,023 12,630 (28,471) 25,492

— — 11,711 — 11,711

— — — 10,538 10,538

(22,576) (10,624) (13,304) 17,933 (28,571)

— — (13,378) — (13,378)

$ 15,734 $ (7,601) $ (2,341) $ — 3 5,792

*  The amounts have been revised to conform to the current presentation
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Year Ended December 31, 2019 *

Residential Commercial Unallocated Adjustment Total
Rental revenues $ 70,670 $ 31,952 $ — $ (57,687) $ 44,935
Property operating expenses 35,098 14,826 — (28,721) 21,203
Gross profit 35,572 17,126 — (28,966) 23,732
General and administrative expenses (1,692) (19) (4,976) 1,533 (5,154)
Other income — — (10,557) — (10,557)
Revaluation of investments 48,674 (1,775) 7,179 (42,233) 11,845
Loss from joint venture — — — 38,993 38,993
Operating income 82,554 15,332 (8,354) (30,673) 58,859
Finance income 86 — 12,493 (3,777) 8,802
Finance income from Mezz Loan — — — 12,396 12,396
Finance expense (21,879) (12,198) (23,731) 22,054 (35,754)
Loss on foreign currency transactions — — (15,108) — (15,108)
Net income $ 60,761 $ 3,134 § (34,700) $ — 29,195

e The amounts have been revised to conform to the current presentation

Residential Commercial Unallocated Adjustment Total

December 31, 2021

Segment assets 1,023,705 173,890 632,198 (829,741) 1,000,052
Segment liabilities 682,990 54,358 212,222 (568,633) 380,937
Capital expenditures 1,694 2,117 2,809 — 6,620
December 31, 2020 *

Segment assets 897,177 268,851 553,503 (720,160) 999,371
Segment liabilities 673,722 96,190 280,881 (554,615) 496,178
Capital expenditures 13,431 4,507 1,554 — 19,492

e The amounts have been revised to conform to the current presentation
Note 5. Short-term Investments

The Company has an investment in variable denominated floating rate notes with Toyota Motor Credit Corporation.
The notes are have no stated maturity and are subject to immediate repayment at the Company’s option. At
December 31, 2021, the interest rate on the notes was 1.15%.
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Note 6. Restricted Cash - Current

Current restricted and designated cash consists of the following:

December 31,

2021 2020
Designated Cash - Lender Escrow(1) $ 8,572 § 12,597
Restricted Cash - Trustee Reserve(2) — 19,743
Restricted Cash - Other Deposits(3) — 2,731

$ 8,572 § 35,071

1. Pursuant to loan agreements, the Company is required to establish escrows for the payment of insurance, real
estate taxes and tenant improvements. Funds are released from the escrow accounts in accordance with the
terms of the applicable loan agreements.

2. The Company retained $19,700 from Series A expansion proceeds for its January 2021 bonds principal and
interest payment.

3. Letters of credit with Truist Bank for working capital and initial deficit reserves related to two properties that
were transferred to VAA in 2019. These letters of credit expired in 2021.

Note 7. Investment Properties

a. Composition:

December 31,
2021 2020
Residential $ 154,096 $ 197,779
Commercial 162,800 253,000
Land held for appreciation or development 71,029 63,000

$§ 387,925 § 513,779

Residential real estate consists of multifamily properties that are either stabilized or in lease-up.
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b. Movement

Investment
Residential Commercial Land Total
Balance at January 1, 2019 $ 176,349 $ 267,500 $ 56,915 $§ 500,764
Acquisitions(1) 5,475 — — 5,475
Improvement 13,431 4,507 1,554 19,492
Disposal(5) — — (12,854) (12,854)
Straight-line rents — (587) — (587)
Revaluation adjustment 2,524 (18,420) 17,385 1,489
Balance at December 31, 2020 197,779 253,000 63,000 513,779
Acquisitions — — — —
Improvement 882 2,117 2,810 5,809
Damages from hurricane(8) (6,129) — — (6,129)
Disposal(3,4,5) (26,600) (74,750) (20,366) (121,716)
Straight-line rents — 659 — 659
Transfer among segments(6) (11,539) — 11,539 —
Property held for sale(7) (26,750) — — (26,750)
Revaluation adjustment 26,453 (18,226) 14,046 22,273
Balance at December 31, 2021 $ 15409 $ 162,800 $ 71,029 $§ 387,925

(1) On March 5, 2020, the Company purchased EKQ Portage LLC, which owns approximately 49.2 acres of land in Kent,
Ohio, from an unrelated third party for $5,350. The purchase price was funded by a $2,000 cash payment and the issuance
of a $3,350 note payable that bears interest at 10.0% and matures on November 13, 2024.

(2) On October 6, 2020, the Company entered into lease termination agreement with 7-Eleven, Inc. (“7-Eleven”), which

occupied 23.7% of the rental areas of Browning Place, a pledged property for Series C debentures. The termination
agreement provided for an early lease termination on December 31, 2020 in exchange for a termination fee of
approximately $5,900, which was included in rental income for 2020.
Concurrently, the Company entered into a new lease with Southwestern Health Clinically Integrated Network for the
spaced that was formerly occupied by 7-Eleven. The new lease provides for a 10-year term with a four month rent
concession with rents that are approximately $300 more per year that what was paid by 7-Eleven. The Company incurred
broker commissions of $824 in 2020 and expects to pay up to $3,711 in tenant improvement expenditures in 2022.

(3) On March 30, 2021, the Company sold a 50% ownership interest in the special purpose entity that owned Overlook at
Allensville Phase I, a 144 unit multifamily property in Sevierville, Tennessee to Macquarie for $2,551. Concurrent with
the sale, the Company and Macquarie, each contributed their 50% ownership interests in the entity into VAA.

(4) On August 26, 2021, the Company sold 600 Las Colinas, a 512,173 square foot office building in Irving, Texas for
$74,750. The Company used the proceeds from the sale to pay off the $35,946 mortgage note payable on the property,
pay debt extinguishment costs of $3,903 and for general corporate purposes.

(5) During 2021 and 2020, the Company sold 436 and 253 lots of Windmill Farms for a sales price of $20,184 and $12,854,
respectively.

(6) Land for developments was transferred from residential to land held for investment.

(7) Toulon was classified as held for sale at December 31, 2021 (See note 21).
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(8) In 2021, the Company’s Landing Bayou property suffered significant damage from Hurricane Ida. As a result, the
Company estimates that it will cost approximately $6,129 to repair the damage. The claim is covered by the Company’s
property insurance policy, which after deduction of $1,036, has been included in receivables and other assets.

(9) On March 24, 2021, the Company entered into an agreement with a third party to sell portion of undeveloped land in
Windmill Farms, Forney Texas, for the total consideration of $10,000 and transaction is expected to close in 2022

c. The investment property has been pledged to secure mortgages received for financing the investment property's
acquisition.

d. The Company’s real estate is stated at fair value, which has been determined based on valuations performed by
independent external valuation experts who hold recognized and relevant professional qualifications and who
have experience in the location and category of the property being valued. The fair value was determined with
reference to recent real estate transactions for similar properties in the same location as the property owned by
the Company and based on the expected future cash flows from the property, if applicable. In assessing cash
flows, risk is taken into account by using an investment yield that reflects the property's underlying risks supported
by the standard yield in the real estate market and by including adjustments for the specific characteristics of the
property and the level of future income therefrom. Land held for capital appreciation and certain investment
properties under construction (those for which development activities are underway but construction has not
commenced) are generally valued based on comparable sales transactions.

The valuation of real estate under construction using the comparison method or the cash flow discounting method,
as it deems appropriate. The determination of fair value is based on the estimated future income from the finished
project, using adjusted yields for the significant risks associated with the purchase process. Which are higher than
the current returns on similar investment property when finished. The remaining expected costs to be completed,
plus entrepreneurial profit, are deducted from the estimated future revenue as stated above.

e. The following main inputs have been used:

Significant assumptions (on the basis of weighted averages) used in the valuations are presented below:

December 31,

2021 2020

Residential

Average rent per square foot $ 1340 $ 1238
Capitalization Rate 552 % 5.94 %
Vacancy 8.59 % 4.84 %
Commercial

Average rent per square foot $ 2131 § 2412
Capitalization Rate 7.19 % 7.12 %
Vacancy 30.08 % 16.14 %

The table below presents the sensitivity of the valuation to changes in the most significant assumptions
underlying the valuation of investment properties based on an increase in capitalization rate of 25 basis points:
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December 31,
2021 2020
$ (7,858) $ (6,620)
$ (3,332) § (5,570)

Residential
Commercial

The fair value measurement is classified as Level 3 in the fair value hierarchy.

The future aggregate minimum rentals receivable under non-cancellable commercial operating leases are as
follows:
December 31,

2021 2020
Less than one year $ 13314  § 23,419
One to five years 24,664 48,256
20,008 32,505

More than 5 years
$ 57,986 § 104,180
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Note 8. Investment in Joint Venture

The following table summarizes the Company’s investment in joint ventures at December 31, 2021 and 2020:

December 31,

2021 2020
Share capital and additional paid-in capital $ 123,899 $ 130,241
Retained earnings 137,549 35,654
Mezz Loan 125,384 123,830
Earn-Out obligation (34,159) —

$ 352,673 § 289,725

(a) On November 16, 2018, the Company formed Victory Abode Apartments, LLC ("VAA"), a joint venture with the
Summerset Intermediate Holdings 2, a wholly owned subsidiary of Macquarie Group (“Macquarie”). VAA was formed
as a result of a sale of the 50% ownership interest in 51 multifamily properties owned by the Company in exchange for
a 50% voting interest / 49% profit participation interest ("Class A interest") in VAA and a note payable (“Mezzanine
Loan”). Concurrent with the contribution, VAA issued Class B interests with a 2% profits participation interest and no
voting rights to Daniel J. Moos (“Class B Member”), the former President and Chief Executive Officer of TCI and Pillar.
The Class B Member serves as the Manager of VAA.

The Mezz Loans mature on November 19, 2023 and bear interest-only at LIBOR plus 8.25%. Interest payments are due
on February 15 and August 15 of each year. Unpaid accrued interest is capitalized into the Mezz Loans balance. The
Mezz Loans are secured by a first lien on 100% of the rights in the entities that hold the properties were contributed to
VAA.

In connection with the formation of VAA, ten out of the initial properties were subject to an earn-out provision ("Earn
Out") that provides for a remeasurement of value after a two-year period following the completion of construction. Upon
the formation of VAA, the Company recorded a liability ("Earn Out Obligation") for the $10,000 advance on the Earn
Out that it received from Macquarie.

b. On February 6, 2019, the Company received $7,400 proration settlement from VAA that was transferred to TCL.

c.  On May 15 2019, the Company recorded an additional $1,100 proration adjustment, resulting in a proration payable of
$13,900 to the Company and TCI. VAA settled the payable with a payment of $8,100 to TCI and $5,800 to the Company.

d.  OnJuly 13, 2021, the Company received an arbitration result of its dispute with Macquarie regarding the measurement
of the Earn Out. As a result, the Company is required to pay approximately $39,600 to Macquarie to satisfy the Earn Out
Obligation, which was recorded as a charge to other expenses of $29,600 during 2021. During the 2021, a $5,441
distribution from VAA was paid directly to Macquarie as a reduction of the Earn Out Obligation.

e. On November 17, 2021, the Company and Macquarie agreed to pursue a sale of the properties of VAA in accordance
with the provisions of the joint venture agreement. The parties have engaged a broker to market the properties and expect
to complete the sale in 2022. The parties further agreed that the Company would be able to purchase seven of the
properties from the joint venture at an agreed upon market price.

f.  The Company received $13,177 and $10,652 in distributions from the Joint Venture during 2021 and 2020, respectively.
The 2021 amount include $3,157 of interest in connection with the Mezz Loan, $2,590 of proceeds from the sale of
Overlook at Allensville Phase IT and a $7,430 equity distribution. The 2020 amount includes $8,915 of interest in
connection with the Mezz loan, a $1,441 equity distribution and $296 of property tax refunds. In addition, $5,441 of
interest payments related to the Mezz Loan was paid directly to Macquarie as payment of earn out obligation.
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g.  During the period between December 31, 2021 and the report issuance date, a $7,012 distribution from VAA was paid
directly to Macquarie as a further reduction of the Earn Out Obligation.

Below is summarized information about the statement of financial position and the statement of income of VAA
(100%) in accordance with GAAP:

December 31,

2021 2020
Investment property $ 1,208,716 $ 1,217,725
Other assets 72,151 61,472
Total assets 1,280,867 1,279,197
Mortgage notes payable 854,015 830,721
Loans from members (Mezz Loan) 242,942 239,877
Other liabilities 40,316 35,633
Total liabilities 1,137,273 1,106,231
Equity $ 143,594 § 172,966
Year Ended December 31,
2021 2020 2019
Revenues $ 139,161 $ 123,576 $ 115,376
Operating income $ 73,959 $ 63,030 $ 57,932
Net loss $ (16,686) $ (26,702) $ (50,396)

The following is a reconciliation of the total equity in VAA per United States generally accepted accounting
principles (“GAAP”) basis to the Company’s share of VAA per IFRS.
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December 31,
2021 2020

Total equity of joint venture per GAAP $ 143,594 § 172,966
Company’s shares of equity 71,798 86,484
IFRS adjustment 189,305 79,063
Equity per IFRS 261,103 165,547
IFRS investment property adjustment 345 348
Mezz Loan and accrued interest 125,384 123,830
Earn out obligation (34,159) —
Investment in joint venture per IFRS $ 352,673 $ 289,725

Year Ended December 31,

2021 2020 2019

Net loss of joint per GAAP (a) $ (16,686) $§ (26,702) $§  (50,396)
Company’s share of net loss (8,343) (13,351) (25,198)
IFRS investment property adjustment 108,742 12,879 64,191
Share of income (loss) per IFRS $ 100,399 $ 472) $ 38,993

The financial statements of VAA, prepared in accordance with US GAAP, are attached to the annual financial
statements of December 31, 2021.

Pursuant to the joint venture agreement, the Manager will notify the Class A Members of additional capital
contributions required to fund the operations of VAA. Additional capital contributions are allocated according to the
Class A Members’ respective capital ratios, and are included in their ownership basis of the Company.

Distributions of the net cash flow (“Net Cash Flow”) from VAA are to be paid at least twice per year according to the
following order:

i. A payment to TCI and the Company in payment of $15,000 (the “Cash Credit”) which relates to the estimated
balances in the operating bank accounts of the properties at closing. The Cash Credit was settled in 2019 (see ¢
above).

il. A one-time payment of $1,900 to the Class B Member;

iii. To the Class A Members in proportion to, and to the extent of, any preferred return on accrued but unpaid amounts
paid by any Class A Member in connection with cost overruns for development properties (“Cost Overrun
Contributions”) funded by them, at a cumulative monthly compounded return of 18% (“Cost Overrun Preferred
Return™);

iv. To the Class A Members in proportion to, and to the extent of, any unreturned Cost Overrun Contributions;
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v. To establish and replenish an agreed-upon operating reserve of $8,000 (the “Operating Reserve”) as needed to
fund operating deficits or in any other manner as agreed to by the Class A Members; and

vi. The balance among the Class A Members and the Class B Member pro rata in proportion to their capital and profit
and loss percentages.

In addition, the joint venture agreement provides for the distributions of proceeds from capital events, including the
sale of one or more of the multifamily apartment properties, as follows:

i.  To the Company, in payment of a lease guarantee in connection with two specific properties owned by the Joint
Venture;

ii. To the Class A Members in proportion to, and to the extent of, any accrued but unpaid Cost Overrun Preferred
Return;

iii. To the Class A Members in proportion to, and to the extent of, any unreturned Cost Overrun Contribution;

iv. To the Class A Members in proportion to their ownership percentages, until their capital contributions less prior
distributions have been fully returned;

v. To the extent that any portion of the Notes remain outstanding, an amount sufficient to repay those loans; and

vi. The balance among the Class A Members, the Class B Member, and other Members who may be designated in
the course of the Company’s operations (“Class C Members”) in proportion to their ownership and profit and loss
percentages.

Note 9. Loan Receivable

On February 13, 2017, TCI assigned its rights under the Mercer Loan and The Mercer Profit Participation Agreement
to the Company. The profits participation agreement was cancelled in 2018, and as a result, the Company obtained
full ownership of the single family lots and commercial land referred as Mercer Crossing.

On June 5, 2019, the Company distributed non-cash dividend to TCI by transferring two commercial lots of Mercer
Crossing that totaled 9.92 acres and a book value is $3,958. The Company's Board of Directors approved the
distribution based on meeting of the distribution requirements.

The Company sold 58, 134 and 161 lots for $8,980, $16,346 and $16,200, resulting in gains on sale of $6,429, $5,700 and
$5,100 for the years ended December 31, 2021, 2020 and 2019, respectively. The gains on sale were included in finance
income. As of December 31, 2021, the loan receivable balance represents the value of two single family lots that are
under contract and 19 acres of commercial land that are available for sale.

Note 10. Notes Receivable

The following table summarizes the Company’s notes receivable at December 31, 2021 and 2020:
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Carrving Value Interest Maturity
Borrower / Project 2021 2020 Rate Date
Autumn Breeze(1) § 10,365 § 4,854 5.00 %  7/1/22
Bellwether Ridge(1)(2) 12,308 5,898 5.00 % 11/1/26
Forest Pines(1) 9,404 2,294 5.00 % 11/1/22
Parc at Ingleside(1) 2,426 2,422 5.00 % 11/1/26
Parc at Opelika(1)(3) 1,363 — 10.00 % 1/13/23
Parc at Windmill Farms(1) 18,819 10,770 5.00 % 11/1/22
Plum Tree(1) 1,979 1,113 5.00 % 4/26/26
RNC Portfolio, Inc.(4) — 9,430 5.00% 9/1/24
Spyglass of Ennis(1)(5) 9,488 4,680 5.00 % 11/1/22
Steeple Crest(1) 13,355 6,389 5.00 % 8/1/26

§ 79,507 § 47,850

(1) The note is convertible, at our option, into a 100% ownership interest in the underlying development property and is

collateralized by the underlying development property.

(2) The loan agreement is with HGH Residential, LLC and the borrower is making semi-annual distributions of interest as

approved by HUD.

(3) OnJanuary 13, 2021, the Company issued a note receivable that is secured by a project to build a 168 unit residential property

in Opelika, Alabama. The note provides for borrowings of up to $5,126.

(4) On December 13,2021, the note was collected in full.

(5) Maturity date is thirty months from the date that the senior loan was provided or seven years from the loan provision date

whichever is earlier.

The convertible loans are stated at fair value, which has been determined based on valuations performed by
independent external valuation experts who hold recognized and relevant professional qualifications and who have
experience in the category of the assets being valued. The fair value measurement is classified as Level 3 in the fair

value hierarchy.

Note 11. Advances for Acquisition of Real Estate

Below is summarized information about the statement of financial position and the statement

ABC Land and Development
Tower Bay Lofts
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2021 2020
$ 2,000 $ 2,000
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$ 13,878 §$ 11,548
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The Company has an option agreement to acquire the ownership of the Tower Bay Lofts, a 308 unit multi-family
project located in Lewisville, Texas.

On June 2018, the option agreement was amended and the option price was revised to approximately $5,800 (instead
of $10,100, as in the original option agreement), and the balance of $4,086 which was transferred by the Company
and was deposited in a restricted escrow account. An additional advance of up to $7,000 may be obtained with the
Company’s written permission. Upon exercise of the option, the Company is required to pay $50 and final payment
which equals to the total equity in the project (estimated to be $12,742) less any advances and the exercise payments.
In addition, the Company will assume all liabilities and obligations for the loan on the project held by Berkley Point
Capital, LLC in the amount of up to $47,200. The Company may exercise the option at any time, and upon receiving
regulatory approval, the title of the property will convey to the Company. In addition, upon exercise of the option, the
Company will be entitled to all excess cash flow, if any, from the project until the closing. The Company is entitled to
cancel the option agreement at any time and receive the full amount that was paid for the option, plus 10% annual
interest.

On March 11, 2019, the Company entered into a purchase option agreement with ABC Land Development, a non-
related third party. The price of the purchase option is $2,000. The purchase option entitles the Company to purchase
one 6.26 acre parcel of land located in Dallas, Texas and four parcels of land located in Clark County, Nevada totaling
31.53 acres. The future separate agreement will determine the price for each property acquired.

On April 17,2019, after approval by the Company's Board of Directors, the Company entered into an option agreement
with TCI for option to acquire 256 unit multifamily project, Dominion located in Farmers Branch, Texas. In exchange
for the option, the Company provided guarantee through $2,000 letter of credit. HGH Residential, LLC is constructing
the project with HUD insured financing. For additional information (see Note 13(1)).

Note 12. Accounts Receivable

The Company investment in Windmills Farm (“WMF”) consists of approximately 1,663 acres of land in Forney,
Texas. WMF is being held for capital appreciation. The Company constructs roads, sewage and power and water lines
(collectively referred to as “Infrastructure Costs”) of WMF in connection with the development of the land for sale to
single family home builders.

In accordance with the Texas Water district code and reimbursement agreements, the districts of WMF will reimburse
the Company for Infrastructure Costs. According to the agreements, the Districts are required to raise funds until the
Company has been fully reimbursed for the costs mentioned above.

The Company expects that the reimbursement of all Infrastructure Costs will be completed by 2025, based on an
estimate of 250 houses sold per year at an average selling price of $250. A 10% reduction in the number of houses
sold by 2025 or a decline of 10% in the average home price would result in a delay in the full collection of the
receivables by approximately one year. The fair value of the receivables approximates its carrying amount and it is
classified as Level 3 in the fair value hierarchy.

On October 12, 2020, the Company sold $5,000 of WMF receivables to a third party. The transaction was completed
on March 4, 2021.

Note 13. Restricted Cash - Non-Current

Non-current restricted and designated cash consists of the following:
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December 31,

2021 2020
Designated Cash - Lender Escrow(1) $ 5,781 $ 6,922
Restricted Cash - Trustee Reserve(2) 5,033 6,914
Restricted Cash - Other Deposits(3) 864 2,648

$ 11,678 § 16,484

1. The account serves as cash collateral to support to the Company’s letter of credit facility with Bank Leumi.
2. Restricted deposit with Trustee for interest reserve and expense cushion for Series A, B, and C Bonds.

3. As part of an option agreement and as an advance payment of the option, as detailed in Note 11, the Company
deposited a designated deposit for securing working capital at Tower Bay Lofts. These funds will be released
on the date of completion of the construction of the property and repayment of construction loans. Advances
from the escrow account were $1,787 and $1,409 in 2021 and 2020, respectively.
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Note 14. Mortgages Notes Payable

Below is a summary of our notes and interest payable as of December 31, 2021 and 2020:

(dollars in thousands)

Carrying Value Interest Maturity
Property/ Entity 2021 2019 Rate Date
600 Las Colinas(1) $ — $ 35589 530 %  11/1/2023
770 South Post Oak 11,635 11,871 4.40 % 6/1/2025
Athens(2)(5) 1,155 1,155 4.00 %  8/28/2022
Chelsea(3) 8,460 8,630 3.40 %  12/1/2050
EQK Portage - Land 3,350 3,350 10.00 % 11/13/2024
Forest Grove(4)(5) 7,263 7,333 3.75 % 5/5/2024
Landing Bayou(3) 14,989 15,241 3.50 % 9/1/2053
Legacy at Pleasant Grove(3) 13,352 13,653 3.60 % 4/1/2048
Overlook at Allensville Phase I1(3)(6) — 15,621 3.80 % 5/1/2059
Parc at Denham Springs Phase II(3) 15,962 16,128 4.10 % 2/1/2060
Stanford Center(5)(7) 38,979 39,226 6.00 %  2/26/2022
Sugar Mill Phase II1(3) 9,216 9,297 4.50 % 2/1/2060
Toulon(3)(8) — 13,974 320 % 12/1/2051
Villas at Bon Secour(5)(9) 19,690 10,803 3.08 % 9/1/2031
Vista Ridge(3) 9,830 9,979 4.00 % 8/1/2053
Windmill Farms(10) 8,389 10,398 5.00 %  2/28/2023
162,270 222,248
Less current portion (43,854)  (14,979)
§ 118,416 $207,269

(1) On August 26, 2021, the loan was paid off in connection with the sale of the underlying property (See Note 7).
(2) On March 2, 2021, the loan was extended to August 28, 2022.

(3) The loans are backed by HUD and include mortgage insurance of 0.25% - 0.5% in addition to the nominal interest rate.

(4) The loan bears interest at prime rate plus 0.5%. The Prime interest rate was 3.25% and 3.25% at December 31, 2021

and 2020, respectively.
(5) The loan is guaranteed by TCI.

(6) On March 30, 2021, the loan was assumed by VAA in connection with our contribution of of the underlying property to

the joint venture (See Note 8).

(7) On March 3, 2022 the lender extended the maturity of the loan to February 26, 2023.

(8) On January 14, 2022, we paid off the loan in connection with the sale of the underlying property (See Note 21). The

loan was classified as mortgage on property held for sale at December 31, 2021.

(9) On August 25, 2021, the Company replaced the existing loan on the property with a new $20,015 loan that bears

interest at 3.08% and matures on September 1, 2031. The loan is insured by Fannie Mae.

(10) On March 4, 2021, the loan was extended to February 28, 2023 at an interest of 5%. The loan is guaranteed by
American Realty Investors, Inc. (“ARL”), the controlling shareholder of TCIL.
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The carrying value of the mortgage notes payable is net of unamortized borrowing costs of $1,425 and $3,449 at
December 31, 2021 and 2020, respectively.

Future maturities on our mortgage notes payable at December 31, 2021 and 2020 are as follows:

Principal and Interest

Principal Payments Pavments
Year Ending December 31 2021 2020 2021 2020
2022 $ 43,854 § 14979 § 49,403 $ 25,026
2023 8,455 52,732 12,971 60,073
2024 12,458 37,095 13,284 43,314
2025 12,693 1,943 16,131 6,226
Thereafter 86,235 118,948 137,845 185,767

$ 163,695 § 225697 $§ 229,634 $ 320,406

The fair value of current borrowings approximates their carrying amount, as the impact of discounting is not
significant. The fair value of the non-current variable borrowings approximates their carrying value. The carrying
value of the non-current fixed borrowings was $126,703 and $195,962 as of December 31, 2021 and 2020,
respectively.

The fair value measurement is classified as Level 3 in the fair value hierarchy.

Certain of the Company's borrowings require the maintenance of certain ratios, including debt service coverage.
During 2021 and 2020, the Company exceeded the debt service credit requirement ratio for 770 South Post Oak. As a
result, the cash receipts from the property will go through a cash trap to secure one month of debt service payment
prior to being distributed to the Company. As of the reporting date, the Company is in compliance with all of its other
debt covenants.

Note 15. Bonds Payable

The outstanding balance of our Bonds at December 31, 2021 and 2020 is as follows:

December 31,

Bond Issuance 2021 2020 Rate Maturity
Series A Bonds(1) $ 65,563 $ 95,133 7.30 % 7/31/23
Series B Bonds(1) 54,019 65,318 6.80 % 7/31/25
Series C Bonds(2) 75,298 85,537 4.65 % 1/31/23

194,880 245,988
Less unamortized deferred issuance costs (5,428) (8,100)

189,452 237,888
Less current portion (46,286) (44,775)
Non-current portion $ 143,166 $ 193,113
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(1) On November 30, 2020, we issued $19,693 in additional bonds for $18,822 in net proceeds.

(2) The bonds are collateralized by a trust deed in Browning Place, a 625,297 square foot office building in
Farmers Branch, Texas.

Future maturities on our bonds payable at December 31, 2021 and 2020 are as follows:

Principal and Interest
Principal Payments

Pavments
Year Ending December 31 2021 2020 2021 2020
2022 $ 46,286 $ 44,775 $ 57,468 $ 59,344
2023 121,584 44,775 127,662 56,141
2024 13,505 130,310 15,118 136,486
2025 13,505 13,064 14,194 14,624
2026 — 13,064 — 13,732

§ 194880 § 245988 § 214442 § 280,327

Series A Bonds
Financial covenants:
Until the date of the full payment of bonds and compliance with all other undertaking of the Company toward the
holders of bonds according to the deed of trust and the terms of bonds, the Company shall comply at any time with
the financial covenants set forth below:

1. The consolidated equity of the Company (excluding minority interests) shall not be less than $150,000.

2. The net adjusted financial debt ratio to the net CAP shall not exceed 75%.

3. From the date of issuance until the date of publication of the Company's financial statements as of December
31, 2018 the net adjusted financial debt ratio to the adjusted NOI shall not exceed 18. As of the date of
publication of the Company's financial statements as of December 31, 2018, the net adjusted financial debt
ratio to the adjusted NOI shall not exceed 17.

4. The consolidated equity of the Company (including minority interests) ratio to the consolidated assets shall not
be less than 25%.

5. The scope of the Company's imitated projects in the assets shall not exceed 30% of total assets.
As of the reporting date, the Company is in compliance with the financial covenants set forth above.
The right to immediate repayment:

There were obligations and immediate repayment grounds set in the deed of trust of the bonds such as violation of the
Company's financial covenants for two consecutive quarters (as mentioned above), rating of the bonds, which falls
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below BB (the bonds were rated BBB+ on the day of issuance), an ongoing entity note in the Company's financial
statements for two consecutive quarters and failure in complying with other obligations as specified in the deed of
trust.
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Distribution restrictions:

The Company undertakes not to make any distribution (as such term is defined in the Companies Law) and not to
declare, pay or distribute any dividend unless all the terms set forth below are met:

1. The consolidated equity of the Company (excluding minority interests) in accordance with the financial
statements of the Company published prior to the date of the distribution resolution, net of the distribution,
shall not be less than $200,000.

2. The distribution amount shall not exceed 30% of the cumulative net income after tax, which was recognized in
the Company's last consolidated financial statements (quarterly or annually, as applicable) as of January 1,
2017, with the neutralization of the net revaluation gains/losses (which have not yet been realized) deriving
from a change in the fair value of the Company's assets compared to their fair value on September 30, 2016 or
to the date on which the assets were acquired, whichever is later. Notwithstanding the foregoing, as of the date
of publication of the Company's financial statements as of December 31, 2018, the Company will be permitted
to distribute 50% of the attributable income. Provided that in distribution exceeding 30% of the attributable
income, the consolidated total cash of the Company, after the dividend distribution, will not be less than the
total payments required for fulfillment of the principal payments of the bonds in the 12 months following the
distribution date.

3. Net Adjusted Financial Debt to Adjusted NOI shall not exceed 15.5.

Series B Bonds

Financial covenants:

The terms of the covenant are identical to the ones of Series A bonds (discussed above) except the following:
1. The consolidated equity of the Company (excluding minority interests) shall not be less than $165,000.

2. From the date of issue until the date of publication of the Company's financial statements as of December 31,
2018 the net adjusted financial debt ratio to the adjusted NOI shall not exceed 18. As of the date of publication
of the Company's financial statements as of December 31, 2018 - the net adjusted financial debt ratio to the
adjusted NOI shall not exceed 17.5.

As of the reporting date, the Company is in compliance with the financial covenants set forth above.

Distribution restrictions:

The Company undertakes not to make any distribution (as such term is defined in the Companies Law) and not to
declare, pay or distribute any dividend unless all the terms set forth below are met:
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1. The consolidated equity of the Company (excluding minority interests) in accordance with the financial
statements of the Company published prior to the date of the distribution resolution, net of the distribution,
shall not be less than $210,000.

2. From the date of issuance until the date of publication of the Company's financial statements as of December
31, 2018 the net adjusted financial debt ratio to the adjusted NOI shall not exceed 15.5. As of the date of
publication of the Company's financial statements as of December 31, 2018, the net adjusted financial debt
ratio to the adjusted NOI shall not exceed 16.

3. The consolidated equity of the Company (including minority interests) ratio to the consolidated assets shall not
be less than 30%.

4. There is no cause for immediate repayment of the debentures.

5. On the date of the distribution decision by the board, and according to the last Financial Statements of the
Company, annual or quarterly, there are no "warning signs" as defined in regulation 10(b)(14) of the Securities
Regulations (Periodic and Immediate Reports), 1970.

Interest adjustment mechanism:

The interest rate on bonds is subject to adjustment in the event of change in the rating of bonds (Series B). The annual
interest rate may increase by increments of 0.25% as a result of downgrades in the credit rating of the bonds below
the base rating (BBB+). The cumulative increase in the interest rate as a result of these events is limited and shall not
exceed an aggregate of 1%, namely not below BB.

The interest rate will be adjusted due to breach of one of the Financial Covenants as set forth below:
1. The Consolidated Equity Capital of the Company (excluding minority rights) shall not be less than $180,000.
2. The Net Adjusted Financial Debt to net CAP shall not exceed a rate of 70%;
3. The Net Adjusted Financial Debt to Adjusted shall not exceed a rate of 16%;

4. The Consolidated Equity Capital of the Company (including minority rights) to the Consolidated Total Assets
shall not be less than 30%.

If the Company breaches any of the financial covenants pursuant to the financial reports of the Company, the annual
interest on the outstanding principal amount of the Debentures will increase by the Additional Interest Rate in
respect of the Breach, above the interest rate in effect at the time, prior to the change, in respect of the period from
the Date of the Breach until the date of repayment of the outstanding principal amount of the Debentures or until the
date of publication of the Company’s financial statements pursuant to which the Company is in compliance with that
financial covenant, whichever is earlier, provided the interest rate was not increased before that due to the breach of
a different financial covenant and/or to a rating downgrade. If the interest rate was increased before that due to the
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breach of a different financial covenant and/or due to a rating downgrade, if the interest rate increased due to the
breach of a financial covenant, the increase will be limited so that the annual interest rate increase will not exceed
1.5%.
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Series C Bonds

Financial covenants:
1. The Consolidated Equity Capital of the Company (excluding minority interests) will not be less than $250,000.
2. The Net Adjusted Financial Debt ratio to the net CAP shall not exceed 75%.

3. The Net Adjusted Financial Debt Ratio to the Adjusted NOI (as this term is defined below) shall not exceed
17.5.

4. The volume of the development projects of the Company in the adjusted balance sheet (including the share of
the Company in affiliated and jointly controlled companies) shall not exceed 30% of the total adjusted balance
sheet.

5. Beginning on the examination date regarding the 2nd quarter of 2021 (i.e. beginning on the publication date of
the second quarter reports for 2021) the Loan/Collateral Ratio, as defined in Section 10 of Appendix 6.1 of the
Trust Deed, shall not exceed 80%.

The Company made partial repayments of $9,776 and $2,854 in June 2021 and November 2021, respectively.
The right to immediate repayment:

Failure to comply with the Equity Covenant for two consecutive quarters and/or failure to comply with the debt to
CAP ratio covenant for two consecutive quarters and/or failure to comply with the Ratio of Financial Debt to NOI
Covenant for two consecutive quarters and/or failure to comply with Ratio of Development Projects to Total Balance
Sheet Covenant for two consecutive quarters (namely, in respect of all the covenants on two consecutive examination
dates), shall constitute grounds for declaring the outstanding balance of the Debentures due and payable.

As of the reporting date, the Company is in compliance with the financial covenants set forth above.
Distribution restrictions:

The Company undertakes not to make any distribution (as such term is defined in the Companies Law) and not to
declare, pay or distribute any dividend unless all the terms set forth below are met:

1. The Consolidated Equity Capital of the Company (as this term is defined in Section 6.3(1) below) excluding
minority interests, according to the Company’s consolidated financial statements, which were published prior
to the distribution date, less the distributed divided, shall not be less than $350,000.

2. Net Adjusted Financial Debt Ratio to the Adjusted NOI (as this term is defined in Section 6.3(3) below),
according to the Company’s consolidated financial statements, which were published prior to the distribution
date, shall not exceed 16.
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3. The distribution amount shall not exceed 30% of the cumulative net income after tax, which was recognized in
the Company’s latest Consolidated Financial Statements.

4. On the date of the Board of Directors decision on the distribution there are no “Warning Signs” as so defined in
article 10(b) (14) to the Reports Regulations.

Interest adjustment mechanism:

The interest rate on bonds is subject to adjustment in the event of change in the rating of bonds. The annual interest
rate may increase by increments of 0.25% as a result of downgrades in the credit rating of the bonds below the base
rating (A-). The cumulative increase in the interest rate as a result of these events is limited and shall not exceed an
aggregate of 1.5%, namely not below BB.

The interest rate will be adjusted due to breach of one of the Financial Covenants as set forth below:
1. The Consolidated Equity Capital of the Company (excluding minority rights) shall not be less than $300,000
2. The Net Adjusted Financial Debt to net CAP (shall not exceed 70%).
3. The Net Adjusted Financial Debt to Adjusted NOI shall not exceed 17.

4. The ratio of the NOI of the pledged property to the principal balance of bonds shall not be lesser than 5.5% (or
4.5%).

Note 16. Accounts Payable

Non-current restricted and designated cash consists of the following:

December 31,

2021 2020
Interest Payable $ 6,334 $ 7,544
Accrued Real Estate taxes 2,788 5,910
Accrued Other Expenses 5,518 16,005

$ 14,640 § 29,459

Note 17. Related Party Transactions
a. General:

The Company has entered into various agreements with Regis Realty Prime, LLC (“Regis”), a related party, to
manage, develop and lease its commercial properties. For these services, the Company pays to the related parties
the following charges:

Property Management Fee

41
App.564



Case 3:22-cv-02118-X Document 181 Filed 03/10/23 Page 177 of 207 PagelD 5255
SOUTHERN PROPERTIES CAPITAL LTD.

Notes to Consolidated Financial Statements
(dollars in thousands)

Monthly management fee of 3% of monthly rent collected for on the properties and to expense reimbursement
with respect to providing the management services.

Leasing Commissions

In consideration for the property leasing services, Regis is entitled to a fee with respect to any lease signed on the
properties, as follows:

1. A fee of 3.5%-4.5% of rent with respect to the initial lease term and for each expansion of the leased space,
as well as a fee of 2%-3% of rent with respect to any lease renewal, for as long as the management company
continues to provide Property Leasing Services;

2. If another broker is party to any specific lease (hereinafter in this sub-section: "the Broker"), the management
company's fee would be 2%-2.25% of rent with respect to the initial lease term, for any expansion of the
leased space and for any lease renewal; the Broker's fee would be as agreed with the Broker or 4%-4.5% of
rent with respect to the initial lease term and any expansion of the leased space, as well as a fee of 2%-4.5%
of rent for any lease renewal.

b. Management services and headquarters agreement after issuance

As a result of a Series A bond issuance, the Company entered into a management and headquarter service
agreement (“HQ Agreement”) with the Pillar Income Asset Management, Inc. (“Pillar”), a company controlled
by TCI, for office services and services for senior management such as Chairman, directors, CEO and CFO and
headquarter services that include, among others, bookkeeping and financial services. In return for the services
noted above, the Company will pay from January 2019, 0.5% annual of the value of the investment properties in
the Company. In addition, after the issuance of the Series A bonds, a one time management fee payment of $500
was made. This agreement replaced previous agreements in which fees were paid for the purchase/sale and
refinancing of properties.

In 2019, the company awarded bonuses to eleven employees of the headquarters management company with a
total and maximum of $25 for their strenuous work in connection with the issuance of the Company's debentures
(Series C).

The Company paid fees in connection with the HQ Agreement of $2,569, $2,504 and $2,200 to Pillar the years
ended 2021, 2020 and 2019.

c. Below is a summary of the related party transactions during 2021, 2020 and 2019:
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Year Ended December 31,
2021 2020 2019

Revenue

Lease Revenue $ 944 $ 1,102 $ 952
Expenses

Management fees $ 887 $ 974 $ 966
Management personnel 1,003 1,119 1,088
Insurance expense 1,580 1,774 1,529

$ 3470 $ 3,867 $ 3,583
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d. Benefit to key management personnel (including directors):
Year Ended December 31,
2021 2020 2019
Director compensation
Number of directors 3 3 4
Compensation for directors $ 161 $ 175 $ 196

e. Guarantees Granted and transactions

1.

As of December 31, 2021, TCI is a guarantor on the mortgage notes payable on Oceanaire and Tattersall
Village, which are owned by VAA.

TCl is a guarantor on the mortgage notes payable on Athens, Forest Grove, Stanford Center and Villas at Bon
Secour (See Note 14). ARL is a guarantor on the mortgage notes payable on Windmill Farms.

On November 12, 2019, TCI entered into an agreement with Bank Leumi USA (“Bank Leumi”). Under the
agreement, the Bank Leumi will issue irrevocable standby letters of credit, up to a maximum of $16,000. The
letters of credit are intended for the purposes of providing to HUD approved mortgage lenders, in lieu of
required escrows, initial operating deficit and working capital, of which the Company has various interest in
multi-family construction projects. The Credit Agreement is secured by deposits on account (Note 13) and a
land parcel in Kent, Ohio.

On February 8, 2019, the Company canceled the letter of credit that was established on August 2018, in
amount of $1,000 to Unified Housing Foundation, Inc. ("UHF"), a non-profit entity that holds Multifamily
residential complexes for affordable housing, in return for the Company's option to provide in the future loans
bearing interest at the rate of 12% or more to UHF. UHF is classified as a related party with TCI.

During 2019, VAA received refunds of real estate taxes resulting from appeals to various jurisdictions. The
outstanding balance at December 31, 2020 is $300.

Regis leased three suites at 770 South Post Oak with total leasable area 13,174 square feet for approximately
$9 for the period of November 1, 2019 to December 31, 2020. Regis also leased a suite at Browning Place
for $348 for each of 2021, 2020 and 2019.
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Note 18. Supplemental Info Comp Income

a. Property operating expense:

Management personnel
Management Fees
Utilities

Property Taxes

Other

b. General and administrative expenses:

Management Fees
Legal Fees
Professional Fees
Other

(dollars in thousands)

45

Year Ended December 31,

2021 2020 2019
2,631 $ 3,599 $ 3,591
1,345 1,439 1,380
2,263 2,720 2,928
4,644 7,356 6,126
8,252 7,545 7,178

19,135 § 22,659 $ 21,203

Year Ended December 31,
2021 2020 2019
2,730 $ 2,504 % 2,250
701 816 835
1,551 987 1,344
1,523 750 725

6,505 $ 5,057 $ 5,154
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c. Finance income:

Year Ended December 31,
2021 2020 2019
Income - Loans Receivable $ 2,333 $ 6,097 $ 5,864
Income - Convertible Loans 32,471 4,605 2,317
Other 2,216 1,009 621

$ 37,020 § 1,711 § 8,802

d. Finance expenses:

Year Ended December 31,
2021 2020 2019

Interest - Mortgages $ 9,706 $ 10,188 $ 11,065
Interest - Bonds 13,365 13,671 12,659
Refinance costs 5,188 — 3,799
Amortization - Mortgages 262 278 1,390
Amortization - Bonds 2,672 2,835 2,714
Finance expense from receivables 605 997 3,240
Other 722 1,461 1,488

32,520 29,430 36,355
Capitalized Interest — (859) (601)

$ 32,520 $§ 28,571 § 35,754

Note 19. Share and Additional Paid-in Capital

As described in Note 1, the Company was incorporated on August 16, 2016. At the establishment date, the Company
has registered 50,000 common shares with no par value and issued one certificate including 100 common shares with
no par value. On February 15, 2017, the Company issued 5,000 shares with no par value to Abode Multi-Property,
L.P. in connection with the transfer of rights.

On May 31, 2019, the Company issued a dividend in kind to TCI in exchange for two commercial lots Mercer Crossing
land, approximately 9.92 acres and valued at $3,900, in lieu of attributable profits. The Board of Directors approved
the distribution based on the Company’s compliance with the distribution test.
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Note 20. Financial Instruments

The fair value of cash, deposits, accounts payable and accrued liabilities approximates their carrying amounts due to
their short-term nature.

Credit quality of financial assets:

a. The carrying amount of accounts receivable represents the maximum credit exposure.

a. The credit worthiness of tenants is established prior to execution of the signed lease agreements.
a. Accounts receivable do not have a significant concentration risk.

a. Credit risk from balances with banks and financial institutions is immaterial.

The Company's activities expose it to various financial risks such as market risk (interest rate risk and price risk),
credit risk and liquidity risk. The Company's comprehensive risk plan focuses on activities that reduce to a minimum
any possible adverse effects on the Company's financial performance. The accounting policy with respect to these
financial instruments is described in Note 2 above. The Company's senior management team oversees the management
of these risks.

Interest rate risk:

Interest risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes
in market interest rates.

The Company's exposure to the risk of changes in market interest rates relates primarily to the Company's long-term
liabilities with floating interest. The Company manages its interest rate risk by having a balanced portfolio of fixed
and variable rate loans.

Credit risk:

Credit risk is the risk that a counterparty will not meet its obligations as a customer or under a financial instrument
leading to a loss to the Company. The Company is exposed to credit risk from its operating activities, primarily trade
receivables, and from its financing activities, including deposits with banks and other financial institutions, foreign
currency transactions and other financial instruments.

The Company maintains cash and cash equivalents, short-term and long-term investments and other financial
instruments in various financial institutions located in the United States. The Company diversifies its investments
among the financial institutions and the relative credit stability of the financial institutions is evaluated on a regular
basis.

As of December 31, 2021 and 2020, cash and cash equivalents consisted solely of cash. All deposits are invested with
high quality financial institutions in the United States. See Note 5 for discussion of short-term investments at
December 31, 2021.

Liquidity risk:
The Company monitors its risk to a shortage of funds using monthly and daily budget tools.

The Company's objective is to maintain a balance between continuity of funding and flexibility through the use of
loans from financial institutions and others. The Company monitors the maturity of borrowings closely in order to
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ensure that all borrowings due within the next 12 months will either be refinanced, as is customary in the real estate
industry, or repaid of the debt will mature in less than one year.
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Price risk:

The Company is exposed to property price and property rentals risk. The Company is not exposed to the market risk
with respect to financial instruments as it does not hold any equity securities. However, the Company does have an
investment in convertible notes receivable that Level 3 measurements (see Note 10).

Cash flow and fair value interest risk:

As the Company has no significant variable rate interest-bearing assets, its income and operating cash flows are
substantially independent of changes in market interest rates.

The Company's interest rate risk primarily arises from long-term borrowings (see Note 14). Borrowings issued at
variable rates expose the Company to cash flow interest rate risk.

The Company's cash flow and fair value interest risk are periodically monitored by the
Company's management. The Company analyses the effects of fluctuations in the prevailing levels of market

interest rates on its financial position and cash flows. Interest costs may increase as a result of such changes. They
may reduce or create losses in the event that unexpected movements arise. Various scenarios are simulated taking into
consideration refinancing, renewal of existing positions, alternative financing and hedging. Based on these scenarios,
the Company calculates the impact on profit and loss of a defined interest rate shift. The scenarios are run only for
liabilities that represent the major interest-bearing positions.

Tenant accounts receivable and accounts payable and accrued liabilities are interest-free and have settlement dates
within one year.

The sensitivity analyses below are based on a change in an assumption while holding all other assumptions constant.
In practice, this is unlikely to occur, and changes in some of the assumptions may be correlated — for example, change
in interest rate and change in market values.

Capital risk management:

The Company's capital consists of borrowings and shareholder's equity. The Company manages capital to ensure it
remains within its debt covenants. The Company monitors capital primarily using both (i) a loan to value ratio, which
is calculated as the amount of borrowings, gross of deferred financing cost, divided by the book value of the investment
properties, and (ii) a debt service coverage ratio, which is calculated as the amount of net operating income divided
by the payments on borrowings.

Note 21. Events After Reporting Period

On January 14, 2022, we sold Toulon, a 240 unit multifamily property in Gautier, Mississippi for $26,750. The
proceeds were used to pay off the mortgage note payable (Note 14) on the property and for general corporate purposes.
The property was classified as held for sale on the consolidated statement of position at December 31, 2021.

The Company has evaluated subsequent events through March 29, 2022, the date at which the financial statements
were available to be issued.
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Introduction

We have reviewed the accompanying financial information of Southern Properties Capital Ltd. ("the
Company"), which comprises of the condensed consolidated statements of financial position as of
September 30, 2022 and the related condensed comsolidated statements of comprehensive income,
changes in equity and cash flows for the three and nine months ended September 30, 2022. The
Company's board of directors and management are responsible for the preparation and presentation of
interim financial information for these interim periods in accordance with IAS 34, "Interim Financial
Reporting" and are responsible for the preparation of this interim financial information in accordance with
Chapter D of the Securities Regulations (Periodic and Immediate Reports), 1970. Our responsibility is to
express a conclusion on this interim financial information based on our review.

Scope of review

We conducted our review in accordance with Review Standard 2410 of the Institute of Certified Public
Accountants in Israel, "Review of Interim Financial Information Performed by the Independent Auditor of
the Entity." A review of interim financial information consists of making inquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical and other review procedures, A
review is substantially less in scope than an audit conducted in accordance with generally accepted
auditing standards in Israel and consequently does not enable us to obtain assurance that we would
become aware of all significant matters that might be identified in an audit. Accordingly, we do not
express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying
interim financial information is not prepared, in all material respects, in accordance with IAS 34.

In addition to the above mentioned, based on our review, nothing has come to our attention that causes us
to believe that the accompanying interim financial information does not comply, in all material respects,
with the disclosure requirements of Chapter D of the Securities Regulations (Periodic and Immediate
Reports), 1970,

Tel-Aviv, Israel KOST FORER GABBAY & KASIERER
November 30, 2022 A Member of Ernst & Young Global
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(dollars in thousands)
September 30, December 31,
2022 2021 2021
(Unaudited) (Audited)
Assets
Current Assets
Cash and cash equivalents $ 128275 $ 62018 $ 50,739
Short-term investments 75,330 — 16,002
Restricted and designated cash 10,973 9,294 8,572
Receivables and other assets 7,372 3,014 6,761
221,950 74,326 82,074
Property held for sale — — 26,750
221,950 74,326 108,824
Non-Current Assets
Investment in resl estate 377,026 393,800 387,925
Investment in joint venture 372,108 291,481 352,673
Loan receivable 6.99% 8,658 7472
Notes receivable 80,160 52,116 79,507
Advances for acquisition of real estate 13,241 13,875 13,878
Accounts receivable 40,347 36,159 38,095
Restricted and designated cash 9,244 11,907 11,678
899,124 807,996 891,228
Total assets $ 1121074 $ 882322 $ 1000052

The accompanying notes are an integral part of these consolidated financial statements.
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(dollars in thousands)
September 30,
2022 2021 T
(Unandited) {Audited)
Liabilities and Equity
Current Liabilities
Current portion of mortgages and notes payable $ 49,494 $ 42481 §$ 43,854
Current portion of bonds payable 106,725 44,581 46,286
Accounts payable 7,890 12,778 14,640
Tenant deposits 781 965 878
164,890 100,805 105,658
Lisbilities aitributed to property held for sale — — 13,697
164,390 100,805 119,355
Non-Current Liabilities
Mortgages and notes payable 101,556 134,436 118,416
Bonds payable 20,772 139,617 143,166
122,328 274,053 261,582
Total liabilities 287,218 374,858 380,937
Equity
Share and additional paid-in capital 165,544 165,544 165,544
Reserve for fransactions with controlling sharcholder 138,664 138,664 138,664
Retained earnings 529,648 203,256 314,907
Total equity 833,856 507,464 619,115
Total liabilities and equity $ 1121074 $ 882322 §  1.000.052
Date of approval of the financial statements: November 30, 2022
z._ Pk e Qazﬁuwp
Bradley J. Muth Erik L. Johnson
President and Chairman of the Board (E;xfgcutive Vice President and Chief Financial
cer
3
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Consolidated Statements of Operations

Rental revenues
Property operating expenses
Gross profit
General and administrative expense
Other expense
Revaluation of investments
Share of income from joint venture
Operating income
Finance income
Finance income from Mezz Loan
Finance expense
Foreign currency gain (loss)
Net income
Comprehensive income

(dollars in thousands)
T September 30, " 'September30,_ Year Ended
2022 2021 2022 2021 2021
(Unaudited) (Audited)

$ 7980 § 10,070 $ 23,553 $§ 31900 §$ 40,012
4,090 5,353 11,758 15,716 19,135

3,890 4,717 11,795 16,184 20,877
{1.266) {1,398) (4,068) (4,901) {6,505)
- — — (29,600) {29,600)

4,659 7,952 72 (6,351) 22,273
1,479 30,986 194,878 41,793 100,399

8,762 42,257 202,677 17,125 107,444

2,366 1,101 3,986 4,539 37,020

2,266 2,594 7,406 7,739 10,153
{6,304) (13,184) (18,765) (26,317) (32,520)
1,533 (1,639) 19,437 1,185 (6,175)

s 8623 $§ 31129 $ 214741 $§ 4271 § 115,922
$ 8623 § 31129 § 214741 4271 $ 115.922

The accompanying notes are an integral part of these consolidated financial statements.
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Reserve for
Share and transactions
additional with
paid-in controlling Retained
capital shareholder Earnings _Total equity

Three Months Ended September 30,
2022 (unaudited)
Balance at July 1, 2022 $ 165,544 § 138,664 § 521,025 §% 825,233

Comprehensive income — — 8,623 8,623
Balance at September 30, 2022 $ 165544 $ 138664 § 529648 $ 833.856
Three Months Ended September 30, B i
2021 (unaudited)
Balance at July 1, 2021 $ 165,544 § 138,664 § 172,127 § 476,335

Comprehensive income — — 31,129 31,129
Balence at September 30, 2021 $ 165544 § 138664 § 203256 $  507.464
Nine Months Ended September 30, i L .
2022 (unaudited)
Balance at January 1, 2022 (Audited) 5 165,544 § 138,664 § 314907 § 619,115

Comprehensive income — - 214,741 214,741
Balance at September 30, 2022 $ 165544 § 138.664 § 529648 § 833,856
Nine Months Ended September 30, '
2021 (unaudited)
Balance at January 1, 2021 (Audited) $ 165,544 § 138,664 % 198985 § 503,193

Comprehensive income — —- 4271 4,271
Balance at September 30, 2021 $ 165544 § 138664 § 203256 § 507.464
Year Ended December 31, 2021 T
(audited)
Balance at January 1, 2021 $ 165,544 § 133,664 $ 198985 § 503,193

Comprehensive income — : 115,922 115,922
Balance at December 31, 2021 3 165.544 $ 138664 § 314907 § 619.115

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Statements of Cash Flows

(dollars in thousands)
Three Months Ended Nine Months Ended E‘l::l.e!;l
September 30, September 30, December
2022 2021 2022 2021 31,2021
(Unaudited) {Audited)
Operating activities
Net income $ 8623 § 31,129 § 214741 § 4271 § 115922
Adjustments to reconcile net income to cash
provided by operating activities:
Revaluation of investments (4,659) (7.952) {72} 6,351 (22,273}
Earn Out Obligation adjustment e — - 29,600 29,600
Share of income from joint venture (1,479) (30,986) (194,878)  (41,793)  (100,399)
Distributions from joint venture 104,008 — 104,008 10,588 10,588
Finance income from Mezz loan (2,266) (2,594) (7,406) (7,739) (10,153)
Finance expenses, net 2,405 13,722 (4.658) 20,593 1,675
Changes in operating assets and liabilities
Receivables, prepaid expenses and other assets 1,249 3,847 5,978 2,787 5,221
Accounts payable and accrued expenses 86 {3,352) (6,508) (5,532) (7,233)
Net cash provided by operating activities 107,967 3,814 111,205 19,126 22,948
Investing activities
Advances on options to purchase real estate 570 (265) 637 (2,327) {2,330)
Origination and advances on notes receivable 302 (2,463) (653)  (15,293) (6,188)
Collections from notes and loan receivable 78,841 1,973 79,315 8,961 19,410
Proceeds from sale of receivables — —_ — 5,000 5.000
Proceeds from sale of land — 3,720 5.110 19,170 20,366
Proceeds from sale of investment properties 11,800 74,750 38,550 77,340 77,340
Additions to investments in real estate (3,393) (3,323) (11,022) (4,407) (19,355)
Investment in short-term securities (67,850) — (99,350) —_ (16,000)
Redemption of investment in short-term securities 500 - 40,250 — —
Change in restricted cash 1,930 3.830 33 30,354 31,305
Net cash provided by investing activities 22,700 78,222 52,870 118,798 109,548
6
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(dollars in thousands)
Th Year
ree Months Ended Nine Months Ended Ended
September 30, September 30, December
2022 2021 2022 2021 31, 2021
(Unaudited) (Audited)
Financing activities
Payments on bonds payable {20,838) (21,938)  (43,760)  (53,658) (56,512)
Proceeds from mortgages and notes payable - 20,015 — 20,015 20,015
Payments on mottgages and notes payable (10,085) (47479  (26,411)  (50,668) {51,671)
Payments of interest (6,379) (13,145)  (16,368)  (26,323) (28,317)
Foreign exchange of cash on hand — (36) — 857 857
Net cash used in financing activities (37,302) (62,583)  (86,539) (109,777)  (115,628)
Net increase in cash and cash equivalents 93,365 19,453 77,536 28,147 16,868
Cash and cash equivalents at beginning of period 34,910 42,565 50,739 33,871 33,871
Cash and cash equivalents at end of period $ 128275 § 62018 § 128275 $§ 62018 § 50739
Significant non-cash transactions: Il
Receivable from joint venture offset against related
party payable $ — 35 —83 — 8 236 § 235

The accompanying notes are an integral part of these consolidated financial statements.
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Note 1. General
a. A general description of the Company and its activity:

Southern Properties Capital Ltd. (the Company) was incorporated on August 16, 2016, as a private company
limited by shares, in conformity with provisions of the BVI Business Companies Act, 2004. The Company was
incorporated for the purpose of raising funds by issuing debentures that cannot be converted into shares on the
Tel-Aviv Stock Exchange (the "TASE"). Upon incorporation, the Company issued one certificate containing
100 common shares with no par value.

The Company and its subsidiaries (the "Company"), operate in the United States and are primarily invoived in
(i) investing in, developing, constructing and operating income-producing properties of multifamily residential
real estate assets and commercial real estate assets, and (ii) investing in land held for capital appreciation.

The Company is a wholly-owned subsidiary of Abode Multi Property, LP, a limited partnership incorporated in
the State of Delaware, which is a2 wholly-owned subsidiary of Transcontinental Realty Investors, Inc. ("TCI"), 2
company incorporated in the State of Nevada, whose shares are listed for trading on the New York Stock
Exchange (“NYSE”) under ticker symbol TCI, in conformity with the US Securities Act and with the Security
Exchange Commission (“SEC™).

These financial statements have been prepared in a condensed format as of September 30, 2022 and for the three
and nine months ended September 30, 2022 ("interim consolidated financial statements"), and should be read in
conjunction with the Company's annual financial statements as of December 31, 2021 and for the year then
ended and the accompanying notes ("annual consclidated financial statements™),

b. Consequences of coronavirug (“COVID-19™);

The Company continues to closely monitor the impact of the COVID-19 pandemic on all aspects of its business
and its property portfolio. While COVID-19 has not caused a significant disruptions to the Company's
residential real estate operations, it has resulted in a decrease in occupancy and fair value of some of its
commercial properties. The future impact of COVID-19 on our business and financial activities will depend on
future developments, which at this stage are unpredictable considering the fluctuations of COVID-19 outbreaks
and the resulting changes in the markets,
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Note 2. Significant Accounting Policies

The interim consolidated financial statements have been prepared in accordance with IAS 34, "Interim Financial
Reporting” and in accordance with the disclosure requirements of Chapter D of the Securities Regulations (Periodic
and Immediate Reports), 1970,

The accounting policies adopted in the preparation of the interim consolidated financial statements are consistent
with those followed in the preparation of the consolidated financial statements. However, the Company has changed
the current presentation of its financial statement to conform with how it presents financial information in the United
States for internal and external purposes. The Company believes that these changes will improve the usefulness of
the financial statements by investors in the United States and an internationally. As a result, the Company now
presents current assets before non-current assets, and current liabilities before non-current liabilities and equity on its
consolidated statements of financial position. Certain reclassifications of prior year amounts have been made to
conform with the current presentation.

Windmiil Farms

The Company accounts for its investment in Windmill Farms as investment property held for capital appreciation.
The property is not used in the production or supply of goods or services or for administrative purposes; or sold in
the ordinary course of business. From time-to-time the Company may sell portions of the Windmill Farms to third-
party home builders, which may require the division of the sold pieces into individual lots and the the preparation of
the lots for home construction use.

Convertible Notes

The Company accounts for its investment in convertible notes at fair value that is based on third-party appraisals.
The appraisers determined the fair values of note loans using the income approach, specifically a discounted cash
flow analysis, The cash flows were based upon the values provided in the appraisal reports of the underlying
properties, net of transaction costs and the senior debt service payments, discounted to the value date. The
convertible loan advances were then subtracted from the present value of the remaining equity

Note 3. Operating Segments

Operating segments are reported in a manner consistent with the internal reporting provided to the Company's chief
executive officer or chief operating decision maker (“CODM™). The CODM, is responsible for allocating resources
and assessing the performance of the operating segments, and strategic decisions.

Management has determined the operating segments based on the reports reviewed by the senjor management team
in making strategic decisions. For management purposes, the Company considers the business based on the
following operating segments:

- Multifamily real estate - purchases and develops investment properties primarily consisting of multifamily
apartment complexes or buildings in order to produce rental income or for capital appreciation or both. The
segment includes the financial information of Victory Abode Apartments, LLC on a 50% proportion share
(See Note 4).

- Commercial real estate - purchases and develops investment properties primarily consisting of offices in order
to produce rental income or for capital appreciation or both.
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Unallocated items in the tables below represent the cost of the Company’s corporate office, land sale transactions
(including Windmill farms), the income from its notes receivable and bank accounts, the expense from the bonds
and gain (loss) from foreign currency transactions in connection with the bonds. The CODM does not considers its
investment in Windmill Farms or its investment in convertible notes to be segment, as the CODM views these
investments to be passive investments that are not actively monitored other than periodic valuations.

No reportable operating segments have been aggregated. There are no intercompany transactions between the
different segments. Management reviews the operating results of its business units separately for the purpose of
making decisions about resource allocation and performance assessment. Segment performance is evaluated based
on net operating income, which is calculated as rental revenues less property operating expenses.

Three Months Ended September 30, 2022

Multifamily Commercial Unallocated * Adjustment Total
Rental revenues $§ 19363 § 4267 $ $ (16,150) $§ 7,980
Property operating expenses 10,970 2,239 — i9,119) 4,090
Gross profit 3,893 2,028 — (7,031} 3,890
General and administrative expenses (4,505) (29) {1,115) 4,383 {1,266)
Revaluation of investments 11,040 (782) — (5,599) 4,659
Income from joint venture —_ — — 1,479 1,479
Operating income 15,428 1,217 (1,115) {6,768) 8,762
Finance income — — 2,366 — 2,366
Finance income from Mezz Loan 2,266 — — - 2,266
Finence expense {8,832) (712) (3,528) 6,768 {6,304)
Gain on foreign currency transactions — = 1,533 — 1,533
Net income $ 8862 § __505 $ (744} g —_ 2.623
10
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Notes to Consolidated Financial Statements

Rental revenues

Property operating expenses

Gross profit

General and administrative expenses
Revaluation of invesiments

Income from joint venture
Operating income (loss)

Finance income

Finance income from Mezz Loan

Finance expense
Loss on foreign currency transactions

Net income (loss)

Rental revenues

Property operating expenses

Gross profit

General and administrative expenses
Revaluation of investments

Income from joint venture
Operating income (loss)

Finance income

Finance income from Mezz Loan
Finance expense

Gain on foreign currency transactions
Net income (loss)

(dollars in thousands)

Three Months Ended September 30, 2021
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Multifamily Commercial Unallocated * Adjustment Total

$ 21946 § 5910 § — 5 (17,786) % 10,070
10,743 3411 — (8,801) 5,353
11,203 2,499 - (8,985) 4,717
(464) @ (1,284) 354 {1,398)

44,531 (7,245) (90) (29,244) 7,952

— — — 30,986 30,986

55,270 (4,750} (1,374) (6,889) 42,257

— — 1,101 — 1,101

— — 2,594 2,594
(5,864) (5,683) (5,932) 4,295 (13,184)
— - (1,639) (1,639)

$ 49406 § 510!4332 $ r7.84i;_ $ — $ 31129

Nine Months Ended September 30, 2022
Multifamily Commercial Unallocated * Adjustment Total

$ 64,141 § 12,686 § — $ (53,274) § 23,553
29,753 6,640 — (24,635) 11,758
34,388 6,046 {28,639) 11,795
(10,010) (40) (3,605) 9,587 {4,068)
202,934 (7,755) 1,267 (196,374) 72

— — — 194,878 194,878

227,312 (1,749) {2,338) {20,548) 202,677

— — 3,986 — 3,986

7,406 — — — 7,406
(26,281) (2,142) {10,890) 20,548 (18,765)

— — 19,437 — 19,437

$ 208437 § {3,891) $= 10,195 % — $ 214741

11
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Notes to Consolidated Financial Statements

Rental revenues

Property operating expenses

Gross profit

General and administrative expenses
Other expense

Revaluation of investments

Income from joint venture
Operating income (loss)

Finance income

Finance income from Mezz Loan
Finance expense

Gain on foreign currency transactions
Net income (loss)

Rental revenues

Property operating expenses

Gross profit

General and administrative expenses
Other expense

Revaluation of investments

Income from joint venture
Operating income (loss)

Finance income

Finance income from Mezz Loan

Finance expense
Loss on foreign currency transactions

Net income (loss)

(dollars in thousands)

Nine Months Ended September 30, 2021
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Multifamily Commercial Unallocated * Adjustment

Total

$ 63729 § 19,373 § -— (51,202) $ 31,900
30,238 9,741 — (24,263) 15,716
33,491 9,632 — (26,939) 16,184

(628) (367) (4,159) 253 (4,901)
{(29,600) - == (29,600)
49,588 (18,197) {1,845) (35,897) {(6,351)

— - — 41,793 41,793

52,851 (8,932) (6,004) (20,790) 17,125

- — 4,539 — 4,539

— — —_ 7.739 7,739

(17,112) (8,369) (13,887) 13,051 (26,317)

— — 1,185 - 1,185

$§ 35739 § 517!301! $ {14,167) $ —=i 4271

Year Ended December 31, 2021

Multifamily Commercial Unallocated * Adjustment Total

$ 8591 § 23632 $ — (69,581) $ 40,012
42,063 11,276 — {34,204, 19,135
43,898 12,356 — (35377 20,877

(1,100) (480) {4,925) — (6,505)
(29,600) - — {29,600)
119,658 (18,226) 14,046 {93,205) 22,273

— — — 100,399 100,399

132,856 (6,350) 9,121 (28,183) 107,444

— = 37,020 — 37,020

— —_ —_ 10,153 10,153

(25,090) (9,125) (16,335) 18,030 (32,520}

— — (6,175) — (6,175)

$ 107766 § 15,475) & 23.631 $= — § 115922

* General and administrative expenses represents expenses of the Company’s corporate office. Revaluation of
investments represents the revaluation of its land held for capital appreciation. Finance income represents
revaluation of investments in notes receivable and interest income from its notes receivables, investments in short-
term investments and bank accounts. Finance expense represents interest expense from the bonds and other

unsecured notes payable,

12

App.586



Case 3:22-cv-02118-X Document 181 Filed 03/10/23 Page 199 of 207 PagelD 5277
SOUTHERN PROPERTIES CAPITAL LTD.

Notes to Consolidated Financial Statements
(dollars in thousands)

Note 4. Investment in Joint Venture

The Company accounts for its investment in Victory Abode Apartments, LLC (“VAA”™) using the equity method of
accounting.

In connection with the formation of VAA, ten out of the 51 properties acquired were subject to an earn-out provision
that provides for a remeasurement of value ("Earn Out"} afier a two-year period following the completion of
construction. Upon the formation of VAA, the Company recorded a liability for the $10,000 advance on the Eamn
Out that the Company received from Macquaric (see note 18b in the annual financial statements). On July 13, 2021,
the Company received an arbitration result of its dispute with Macquarie regarding the measurement of the Eamn
Out. Following presentation by both parties, the Company’s position and claims were declined, and the position of
Macquaric was fully accepted. The Company is required to pay approximately $39,600 to Macquarie to satisfy the
Eamn Out Obligation, which was recorded as a charge to other expenses of $29,600 during the year ended December
31, 2021. In accordance with the VAA agreement, the Company will pay the Earn Out Obligation through its future
distributions from VAA, During the nine months ended September 30, 2022, the Company’s $34,159 distribution
from VAA was paid directly to Macquarie as a reduction of the Earn Out Obligation.

On November 17, 2021, the Company and Macquarie agreed to pursue a sale of the properties of VAA in
accordance with the provisions of the joint venture agreement.

On June 17, 2022, the Company, Macquarie and VAA entered into an agreement with the buyer to sell 45 properties
(“VAA Sale Portfolio™} held by VAA and one property held by the Company.,

On Scptember 15, 2022, the Company, VAA, Macquarie and Pillar entered a Distribution and Holdback Property
Agreement (“Distribution Agreement”), which provides the timing and ordering of the distribution of the net
proceeds from the sale of the VAA Sale Portfolio, the repayment of the Mezzanine Loans, and the distribution of the
remaining seven properties of VAA (“Holdback Portfolio™).

On September 16, 2022, the Company completed the sale of the VAA Sale Portfolio for $1,810,700, resulting in
gain on sale of $738,665 to the joint venture. In connection with sale, we received $182,848 (“First Distribution™),

The Distribution Agreement zlsc provides for a distribution of the Holdback Portfolio and an additional cash
distribution in the fourth quarter of 2022 (“Second Distribution™), see note 6(c).

13
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Below is summarized information about the statement of financial position and the statement of income of VAA
(100%) in accordance with United States generally accepted accounting principles (“GAAP”):

Assets
Assets held for sale
Investment property
Other assets
Total asgets
Liabilities and equity
Liabilities on assets held for sale
Mortgage notes payable
Loang from members (Mezz Loan)
Other liabilities
Total liabilities
Equity
Total liabilities and equity

14

September 30,

December 31,

2022 2021 2021

(Unaudited)

$ — $1,132,146 $ 1,135,769
128,530 131,709 130,954
629,736 13,214 14,144
1__758.266 $ 1.277& $ 1280867
$ 7326 $ 806,064 $ 807,382
69,558 70,862 70,540
— 242,942 242,942
17,521 8,403 16,409
94,405 1,128,271 1,137,273
663,861 148,798 143,594
$ 758266 % 1.27& § 1280867
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Below is summarized information about the statement of financial position and the statement of income of VAA
(100%) in accordance with GAAP:

Three Months Ended Nine Months Ended
September 30, September 30, Year Ended

December 31,
2022 2021 2022 2021 2021
(Unaudited)
Revenues 33591 § 382 $ 11932 § 11,343 § 15336
Operating income $ 1897 § 2218 § 7052 § 6761 $§ 8502
Net income (loss) $ 699288 § (4,308) § 688912 §$ (11.482) § __i.I_Er.hSﬁ:

The following is a recongiliation of the total equity in VAA per GAAP to the Company’s share of VAA per IFRS.,

September 30, December 31,
2022 2021 2021
i l'naudited)

Total equity of joint venture per GAAP $ 663,861 § 148,798 § 143,594
Company’s shares of equity 332,039 74,402 71,798
IFRS adjustment 39,720 128,096 189,305
Equity per IFRS 371,759 202,498 261,103
IFRS investment property adjustment 349 348 345
Mezz Loan and accrued interest — 122,794 125,384
Earn out obligation — (34,159) (34,159)
Investment in joint venture per IFRS $ 372,108 § 201481 § 352.673

T oMt o i

2022 2021 2022 2021 31, 2021
{Unaudited)

Net loss of joint per GAAP (a) $ 699288 § (4,308) § 688,912 §$ (11,482) $§ (16,686)
Company’s share of net loss 349,644 2,154y 344,456 (5,741) (8,343)
IFRS investment property adjustment (348,165) 33,140  (149,578) 47,534 108,742
Share of income per [FRS $ 1479 $ 3098 $ 19& § 41793 § 100399

8. Includes interest expense on Joint Venture Mezz Loan of $5,128 and $5,186 for the three months ended
September 30, 2022 and 2021, respectively, and $15,620 and $15,476 for the nine months ended
September 30, 2022 and 2021, respectively, and $20,500 for the year ended December 31, 2021.

15
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Note 5. Bonds Payable

The outstanding balance of our Bonds at September 30, 2022 and 2021, and December 31, 2021 is as follows:
September  September  December

Bond Issuance 30, 2022 30, 2021 31,2021 Rate Maturity

Series A Bonds $ 28,776 % 63,147 $ 65,563 7.30 % 7/31/23

Series B Bonds 35,563 52,029 54,019 6.80 % 7/31/25

Series C Bonds(1) 66,095 75,281 75,298 4.65 % 1/31/23
130,434 190,457 194,880

Less unamertized deferred

issuance costs (2,937) (6,259) {5,428)

$ 127497 $§ 184198 § 189.452

(1) The bonds are collateralized by a trust deed in Browning Place, 2 625,297 square foot office building in
Farmers Branch, Texas.

Series A Bonds

Financial covenanis:

Until the date of the full payment of bonds and compliance with all other undertaking of the Company toward the
holders of bonds according to the deed of trust and the terms of bonds, the Company shall comply at any time with
the financial covenants set forth below:

1. The consolidated equity of the Company (excluding minority interests) shall not be less than $150,000.

2. The net adjusted financial debt ratio to the net CAP shall not exceed 75%.

3. From the date of issuance until the date of publication of the Company's financial statements as of December
31, 2018 the net adjusted financial debt ratio to the adjusted NOI shall not exceed 18. As of the date of

publication of the Company's financial statements as of December 31, 2018, the net adjusted financial debt
ratio to the adjusted NOI shall not exceed 17.

4, The consolidated equity of the Company (including minority interests) ratio to the consolidated assets shall not
be less than 25%.

5. The scope of the Company's imitated projects in the assets shall not exceed 30% of total assets.

As of the reporting date, the Company is in compliance with the financial covenants set forth above,

16
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The right to immediate repayment.

There were obligations and immediate repayment grounds set in the deed of trust of the bonds such as violation of
the Company's financial covenants for two consecutive quarters (as mentioned above), rating of the bonds, which
falls below BB (the bonds were rated BBB+ on the day of issuance), an ongoing entity note in the Company's
financial statements for two consecutive quarters and failure in complying with other obligations as specified in the
deed of trust.

Distribution restrictions:

The Company undertakes not to make any distribution (as such term is defined in the Companies Law} and not to
declare, pay or distribute any dividend unless all the terms set forth below are met:

1. The consolidated equity of the Company (excluding minority interests) in accordance with the financial
statements of the Company published prior to the date of the distribution resolution, net of the distribution,
shall not be less than $200,000.

2. The distribution amount shall not exceed 30% of the cumulative net income after tax, which was recognized in
the Company's last consolidated financial statements {quarterly or annually, as applicable) as of January 1,
2017, with the neutralization of the net revaluation gains/losses (which have not yet been realized) deriving
from a change in the fair value of the Company's assets compared to their fair value on September 30, 2016 or
to the date on which the assets were acquired, whichever is later. Notwithstanding the foregoing, as of the
date of publication of the Company's financial statements as of December 31, 2018, the Company will be
permitted to distribute 50% of the distributable income. Provided that in distribution exceeding 30% of the
distributable income, the consolidated total cash of the Company, after the dividend distribution, will not be
less than the total payments required for fulfillment of the principal payments of the bonds in the 12 months
following the distribution date.

3. Net Adjusted Financial Debt to Adjusted NOI shall not exceed 15.5.
Series B Bonds
Financial covenants:
The terms of the covenant are identical to the ones of Series A bonds (discussed above) except the following:

1. The consclidated equity of the Company {excluding minority interests) shall not be less than $165,000.

2. From the date of issue until the date of publication of the Company's financial statements as of December 31,
2018 the net adjusted financial debt ratio to the adjusted NOI shall not exceed 18. As of the date of
publication of the Company's financial statements as of December 31, 2018 - the net adjusted financial debt
ratio to the adjusted NOI shall not exceed 17.5.

As of the reporting date, the Company is in compliance with the financial covenants set forth above.
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Distribution restrictions:

The Company undertakes not to make any distribution (as such term is defined in the Companies Law) and not to
declare, pay or distribute any dividend unless all the terms set forth below are met:

1. The consolidated equity of the Company (excluding minority interests) in accordance with the financial
statements of the Company published prior to the date of the distribution resolution, net of the distribution,
shall not be less than $210,000.

2. From the date of issuance until the date of publication of the Company's financial statements as of December
31, 2018 the net adjusted financial debt ratio to the adjusted NOI shall not exceed 15.5. As of the date of
publication of the Company's financial statements as of December 31, 2018, the net adjusted financial debt
ratio to the adjusted NOI shall not exceed 16.

3. The consolidated equity of the Company (including minority interests) ratio to the consolidated assets shall
not be less than 30%.

4. There is no cause for immediate repayment of the debentures,

5. On the date of the distribution decision by the board, and according to the last Financial Statements of the
Company, annual or quarterly, there are no "waming signs" as defined in regulation 10(b)(14) of the
Securities Reguiations (Periodic and Immediate Reports), 1970,

Interest adfustment mechanism:

The interest rate on bonds is subject to adjustment in the event of change in the rating of bonds (Series B). The
annual interest rate may increase by increments of 0.25% as a result of downgrades in the credit rating of the bonds
below the base rating (BBB+). The cumulative increase in the interest rate as a result of these events is limited and
shall not exceed an aggregate of 1%, namely not below BB.

The interest rate will be adjusted due to breach of one of the Financial Covenants as set forth below:

1. The Consolidated Equity Capital of the Company (excluding minority rights) shall not be less than $180,000.

2. The Net Adjusted Financial Debt to net CAP shall not exceed a rate of 70%;

3. The Net Adjusted Financial Debt to Adjusted shall not exceed a rate of 16%;

4. The Consolidated Equity Capital of the Company (including minority rights) to the Consolidated Total Assets
shall not be less than 30%.

18
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If the Company breaches any of the financial covenants pursuant to the financial reports of the Company, the annual
interest on the outstanding principal amount of the Debentures will increase by the Additional Interest Rate in
respect of the Breach, above the interest rate in effect at the time, prior to the change, in respect of the period from
the Date of the Breach until the date of repayment of the outstanding principal amount of the Debentures or until the
date of publication of the Company’s financial statements pursuant to which the Company is in compliance with that
financial covenant, whichever is earlier, provided the interest rate was not increased before that due to the breach of
& different financial covenant and/or to a rating downgrade. If the interest rate was increased before that due to the
breach of a different financial covenant and/or due to a rating downgrade, if the interest rate increased due to the
breach of & financial covenant, the increase will be limited so that the annual interest rate increase will not exceed
1.5%.

Series C Bonds
Financial covenants:

1. The Consolidated Equity Capital of the Company (excluding minority interests) will not be less than
$250,000.

2, The Net Adjusted Financial Debt ratio to the net CAP shall not exceed 75%.

3. The Net Adjusted Financial Debt Ratio to the Adjusted NOI (as this term is defined below) shall not exceed
17.5.

4. The volume of the development projects of the Company in the adjusted balance sheet (including the share of
the Company in affilisted and jointly controlled companies) shall not exceed 30% of the total adjusted
balance sheet,

5. DBeginning on the examination date regarding the 2nd quarter of 2021 (i.e. beginning on the publication date
of the second quarter reports for 2021) the Loan/Collateral Ratio, as defined in Section 10 of Appendix 6.1 of
the Trust Deed, shall not exceed 80%.

The right to immedinte repayment:

Failure to comply with the Equity Covenant for two consecutive quarters and/or failure to comply with the debt to
CAP ratio covenant for two consecutive quarters and/or failure to comply with the Ratio of Financial Debt to NOI
Covenant for two consecutive quarters and/or failure to comply with Ratio of Development Projects to Total
Balance Sheet Covenant for two consecutive quarters (namely, in respect of all the covenants on two consecutive

examination dates), shall constitute grounds for declaring the outstanding balance of the Debentures due and
payable.

As of the reporting date, the Company is in compliance with the financial covenants set forth above.
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Distribution restrictions:

The Company undertakes not to make any distribution (as such term is defined in the Companies Law) and not to
declare, pay or distribute any dividend unless all the terms set forth below are met:

1. The Consolidated Equity Capital of the Company (as this term is defined in Section 6.3(1) below) excluding
minority interests, according to the Company’s consolidated financial statements, which were published prior
to the distribution date, less the distributed divided, shall not be iess than $350,000.

2. Net Adjusted Financial Debt Ratio to the Adjusted NOI (as this term is defined in Section 6.3(3) below),
according to the Company’s consolidated financial statements, which were published prior to the distribution
date, shall not exceed 16.

3. The distribution amount shall not exceed 30% of the cumulative net income after tax, which was recognized
in the Company’s latest Consolidated Financia! Statements.

4. On the date of the Board of Directors decision on the distribution there are no “Warning Signs” as so defined
in article 10(b) (14) to the Reports Regulations.

Interest adjustment mecharism:

The interest rate on bonds is subject to adjustment in the event of change in the rating of bonds. The annusl interest
rate may increase by increments of 0.25% as a result of downgrades in the credit rating of the bonds below the base
rating {A-). The cumulative increase in the interest rate as a result of these events is limited and shall not exceed an
aggregate of 1.5%, namely not below BB.

The interest rate will be adjusted due to breach of one of the Financial Covenants as set forth below:

1. The Consolidated Equity Capital of the Company (excluding minority rights) shall not be less than $300,000
2. The Net Adjusted Financial Debt to net CAP (shall not exceed 70%).

3. The Net Adjusted Financial Debt to Adjusted NOT shall not exceed 17.
4

The ratio of the NOT of the pledged property to the principal balance of bonds shall not be lesser than 5.5%
(or 4.5%).

Note 6. Events During Reporting Period

1. On January 14, 2022, the Company sold Toulon, a 240 unit multifamily property in Gautier, Mississippi for
$26,750. The Company used the proceeds from the sale to pay off the $14,740 mortgage note payable on the
property, pay debt extinguishment costs of $590 and for general corporate purposes, The property was
classified as held for sale on the consolidated statement of position at December 31, 2021.

2. On March 3, 2022, the lender extended the loan on Stanford Center to February 26, 2023.

3. On September 16, 2022, in connection with a sale of properties by VAA (See Note 4 - Investment in
Unconsolidated Joint Ventures), the Company sold Sugar Mill Phase III, a 72 unit multifamily property in
Baton Rouge, Louisiana for $11,800, resulting in a gain on sale of $1,871, The Company used the proceeds
to pay off the $9,551 mortgage note payable on the property, pay debt extinguishment costs of $764 and for
general corporate purposes.
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Note 7. Events After Reporting Period

The Company has evaluated subsequent events through November 30, 2022, the date at which the financial
statements were available to be issued.

1. On March 3, 2022, the lender extended the loan on Stanford Center to February 26, 2023 and was
subsequently paid off on October 21, 2022,

2. On November 1, 2022, subsequent to the date of the financial position, approximately $203.9 million were
distributed to the Company and the full control and economical rights to the seven remaining properties of
VAA. The Company estimates that the transfer of the formal title in those properties will be completed
second quarter of 2023 upon receipt of HUD approval with regard to the existing mortgage loans.

Note 8. Management Fees

The Company made payments to the controlling shareholder for services in amount of $485 and $658 for the three
months ended September 30, 2022 and 2021, respectively, and $1,455 and $1,927 for the nine months ended
September 30, 2022 and 2021, respectively, and $2,730 for the year ended December 31, 2021. For more details

regarding the management fee see Note 18 (B) of the Company's Consolidated Financial Statements as of
December 31, 2021.
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