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IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF TEXAS
DALLAS DIVISION

SECURITIES AND EXCHANGE
COMMISSION,

Plaintiff,

V. No. 3:22-cv-2118-X
TIMOTHY BARTON,

CARNEGIE DEVELOPMENT, LLC,
WALLOO7, LLC,

WALLOQ9, LLC,

WALLO10, LLC,

WALLO11, LLC,

WALLO12, LLC,

WALLO16, LLC,

WALLO17, LLC,

WALLO18, LLC,

WALLO19, LLC,

HAOQIANG FU (A/K/A MICHAEL FU),
STEPHEN T. WALL,

Defendants,

DJD LAND PARTNERS, LLC, and
LDGO01, LLC,

Relief Defendants.
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APPENDIX IN SUPPORT OF MOTION FOR SUMMARY
JUDGMENT REGARDING SOUTHERN PROPERTIES CAPITAL, LTD.’S
CLAIMED OWNERSHIP INTEREST IN CERTAIN RECEIVERSHIP PROPERTIES
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Respectfully submitted,

By:_/s/ Charlene C. Koonce
Charlene C. Koonce
State Bar No. 11672850
charlene@brownfoxlaw.com
Timothy B. Wells
State Bar No. 24131941
tim@brownfoxlaw.com
BROWN FOX PLLC
8111 Preston Road, Suite 300
Dallas, Texas 75225
T: (214) 327-5000
F: (214) 327-5001

Attorneys for Receiver Cortney C. Thomas

CERTIFICATE OF SERVICE

Pursuant to Fed. R. Civ. P. 5(d)(1)(B), as amended, no certificate of service is necessary,
because this document is being filed with the Court’s electronic-filing system.
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Tab

Document

App. Reference

A

Declaration of Receiver Cortney C. Thomas

APP000001-30

Vol. 1 — Parc at Windmill Farms (D4FR)

A-1 | December 1, 2017 HUD Promissory Note Regarding Parc at APP000030-44
Windmill Farms (D4FR borrower)
A-2 | December 1, 2017 Borrower’s Oath — Parc at Windmill Farms | APP000046-48
A-3 | December 13, 2017 Multifamily Deed of Trust, Assignment of | APP000049-102
Leases and Rents and Security Agreement — Parc at Windmill
Farms
A-4 | December 2017 Letter Loan Agreement between JMJ APP000103-106
Development and Southern Properties Capital, Ltd.
A-5 | October 25, 2019 First Amendment to Letter Loan Agreement | APP000107-109
A-6 | May 31, 2023 Second Amendment to Letter Loan Agreement APP000110-113
A-7 December 2017 Promissory Note APP000114-126
A-8 | October 19, 2019 First Amendment to Promissory Note APP000127-129
A-9 October 1, 2019 Rescission of First Amendment to Promissory | APP000130-131
Note
A-10 | October 25, 2019 Second Amendment to Promissory Note APP000132-134
A-11 | May 1, 2020 Third Amendment to Promissory Note APP000135-138
A-12 | November 1, 2020 Fourth Amendment to Promissory Note APP000139-143
A-13 | December 2017 Amended and Restated Pledge and Security APP000144-173
Agreement (JMJ as Lender, TRWF as Pledger re: $7.3M loan)
A-14 | October 25, 2019 First Amendment to Amended and Restated APP000174-176
Pledge and Security Agreement between TRWF and JMJ
Development
A-15 | December 2017 Amended and Restated Pledge and Security APP000177-206
Agreement between JMJAV and JMJ Development
A-16 | October 25, 2019 First Amendment to Amended and Restated | APP000207-209
Pledge and Security Agreement between JIMVAYV and JMJ
Development
A-17 | December 2017 Amended and Restated Pledge and Security APP000210-239
Agreement between Enoch Investments and JMJ Development
A-18 | October 25, 2019 First Amendment to Amended and Restated APP000240-242
Pledge and Security Agreement between Enoch Investments
and JMJ Development
A-19 | May 13, 2020 UCC - Enoch Investments (100% of its interest | APP000243-246
in JIMJD4 LLC which consist of 99% of the membership
interest in IMJD4LLC)
A-20 | May 13, 2020 UCC - TRWF (100% of its interest in IMJAV APP000247-249
LLC which consists of 100% of the membership interest in
JMJAV LLC)
A-21 | May 14, 2020 UCC-JMJAV LLC (D4FR) APP000250-251
A-22 | May 14, 2020 UCC - JIMJAV LLC (JMJD4) APP000252-253
A-23 | May 14, 2020 UCC - JMJD4 LLC (D4FR) APP000254-255
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Tab Document App. Reference

A-24 | October 3, 2022 Exercise Notice Letter (Parc at Windmill APP000256-258
Farms)

A-25 | October 2022 Agreement for Purchase and Sale between APP000259-267
Southern Properties and D4FR LLC

A-26 | January 20, 2017 Management Agreement between Parc at APP000268-307
Windmill Farms (D4FR) and Sunridge Management Group

A-27 | December 1, 2017 FHA Regulatory Agreement — Parc at APP000308-351
Windmill Farms

A-28 | November 3, 2022 Letter from Southern Properties to Receiver | APP000352-354

Bellwether Ridge Apartments (D4DS)

A-29 | FHA Note — Bellwether Ridge Apartments APP000355-372

A-30 | Multifamily Deed of Trust, Assignment of Leases and Rents APP000373-424
and Security Agreement — Bellwether Ridge Apartments

A-31 | October 19, 2017 $3.8M Promissory Note — JMJ Development | APP000425-437
and Southern Properties Capital

A-32 | October 2017 Amended and Restated Pledge and Security APP000438-467
Agreement between TRWF and JMJ Development

A-33 | October 2017 Amended and Restated Pledge and Security APP000468-497
Agreement between JMJAV and JMJ Development

A-34 | October 2017 Amended and Restated Pledge and Security APP000498-556
Agreement between Enoch Investments and JMJ Development

A-35 | October 2017 Assignment of Pledge and Security Agreement APP000557-559

A-36 | May 8, 2020 UCC — JMJAV (100% of its interest in DADS APP000560-562
LLC which consist of 1% of the membership interest in DADS
LLC)

A-37 | May 8, 2020 UCC — JMJD4 (100% of its interest in D4DS LLC | APP000563-565
which consist of 98.5% of the membership interest in D4DS
LLC)

A-38 | May 8, 2020 UCC — JMJAV LLC (100% of its interest in APP000566-570
D4DS LLC which consists of 1% of the membership interest in
D4DS LLC)

A-39 | May 13, 2020 UCC — TRWF (100% of its interest in IMJAV APP000571-573
LLC which consist of 100% of the membership interest in
JMJAV LLC)

A-40 | May 13, 2020 UCC - Enoch Investments (100% of its interest | APP000574-580
in JIMJD4 LLC which consist of 99% of the membership
interest in IMJD4 LLC)

A-41 | May 14, 2020 UCC - JMJAV LLC APP000581-582

A-42 | October 3, 2022 Exercise Notice Letter (Bellwether Ridge) APP000583-585

A-43 | July 6, 2021 Agreement for Purchase and Sale between APP000586-625
Bellwether Ridge Apartments and D4DS

A-44 | October 2022 First Amendment to Agreement of Purchase and | APP000626-628
Sale (Bellwether Ridge)

A-45 | July 26, 2017 Management Agreement between Bellwether APP000629-642

Ridge (D4DS LLC) and Sunridge Management Group
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Tab Document App. Reference

A-46 | October 1, 2017 FHA Regulatory Agreement — Bellwether APP000643-686
Ridge Apartments

Parc at Ingleside (D41N)

A-47 | February 23, 2022 FHA Note — Parc at Ingleside APP000687-700

A-48 | November 1, 2019 Borrower’s Oath — Parc at Ingleside APP000701-704

A-49 | November 1, 2019 Multifamily Deed of Trust, Assignment of APP000705-758
Leases and Rents and Security Agreement — Parc at Ingleside

A-50 | June 13, 2019 Promissory Note between Southern Properties APP000759-773
Capital, Ltd and IMJAV (Parc at Ingleside)

A-51 | October 1, 2019 First Amendment to Promissory Note APP000774-776

A-52 | October 1, 2019 Rescission of First Amendment to Promissory | APP000777-778
Note

A-53 | June 13, 2019 Pledge and Security Agreement between JMJAV | APP000779-813
and Southern Properties Capital Ltd.

A-54 | October 3, 2022 Exercise Notice Letter (Parc at Ingleside) APP000814-816

A-55 | October 2022 Agreement and Purchase of Sale between APP000817-845
Southern Properties and D4IN LLC

A-56 | November 1, 2019 FHA Regulatory Agreement — Parc at APP000846-892
Ingleside

A-57 | November 3, 2022 Letter from Southern Properties to Receiver | APP000893-895

A-58 | April 21, 2016 Membership Certificate — D4IN APP000896-897

A-59 | June 13, 2019 Assignment of Membership Interest — 1% of APP000898-899
D4IN to Southern Properties

A-60 | June 13, 2019 Assignment of Membership Interest — 100% of APP000900-901
JMJD4 LLC to Southern Properties

A-61 | June 13, 2019 Letter Agreement APP000902-904

A-62 | June 4, 2019 VOD Loan Agreement APP000905-908

Parc at Opelika (D4OP)

A-63 | January 1, 2021 FHA Note — Parc at Opelika APP000909-922
A-64 | January 22, 2021 Statutory Warranty Deed — Parc at Opelika APP000923-927
A-65 | January 1, 2021 Borrower’s Oath — Parc at Opelika APP000928-931
A-66 | January 13, 2021 Promissory Note between Southern Properties | APP000932-938
Capital Ltd. and DAOPM, LLC and One MF D4, LLC
A-67 | January 13, 2021 Pledge and Security Agreement with APP000939-959
Assignment of Rights between DAOPM LLC and One MF D4,
LLC and Southern Properties Capital Ltd.
A-68 | January 26, 2021 FHA Regulatory Agreement — Parc at Opelika | APP000960-1003
A-69 | November 3, 2022 Letter from Southern Properties to Receiver | APP001004-1006

Additional Documents

A-70 | Excerpted pages from HUD Multifamily Accelerated APP001007-1026
Processing (MAP) Guide

A-71 | Borrower’s Oath — Bellwether Ridge APP001027-1030

A-72 | June 4, 2019 Amended Regulations of D4IN, LLC APP001031-1067
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Tab Document App. Reference

A-73 | June 13, 2019 Amendment to Pledge and Security Agreement APP001068-1071
of D4IN, LLC

A-74 | November 3, 2022 Letter from Southern Properties to Receiver | APP001072-1074
(D4DS, LLC)

A-75 | May 14, 2020 UCC Financing Statement — JMJAV (D4IN) APP001075-1076

A-76 | May 14, 2020 UCC Financing Statement — JMJD4 (D4IN) APP001077-1078

A-77 | January 25, 2021 Multifamily Mortgage, Assignment of Leases | APP001079-1130
and Rents and Security Agreement (Parc at Opelika)
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IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF TEXAS
DALLAS DIVISION

SECURITIES AND EXCHANGE
COMMISSION,

Plaintiff,
V. No. 3:22-cv-2118-X

TIMOTHY BARTON, et al.

wn W W W W W W W W W

Defendants.

DECLARATION OF CORTNEY C. THOMAS IN SUPPORT OF
MOTION FOR SUMMARY JUDGMENT REGARDING
SOUTHERN PROPERTIES CAPITAL, LTD.’S CLAIMS

1. My name is Cortney C. Thomas. | have personal knowledge of the matters set forth
in this Declaration, I am of sound mind, and I am otherwise competent to testify to these matters.

A. The Receivership Order

2. I am an attorney licensed to practice law in the State of Texas. On October 18,
2022, | was appointed Receiver in the case styled above, and ordered to take exclusive possession
and control over all assets belonging to and under the control of the Receivership Entities. See
Order Appointing Receiver (the “Receivership Order”) { 1.

3. The Receivership Order also directed me to assume possession and control over all
books and records of the Receivership Entities. Receivership Order § 6-7; 13-14. Based on that
responsibility and authority, | have obtained documents related to the Receivership Entities’
operations, transactions, and assets, including the documents attached to this Declaration which
are further described below. Each document was either obtained from Greystone Servicing
Corporation, Inc. (“Greystone”) the lender for the HUD Loans from which funds used to construct

the Apartment Developments were obtained, located in the office location utilized by the
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Receivership Entities, obtained from former counsel for the Receivership Entities, or obtained
directly from SPC. The documents I obtained from Greystone are identical to or align with the
same and related documents submitted by SPC with its Objection or provided to me by SPC in
correspondence.  Further, pursuant to my investigation of the Receivership Entities and their
operations, | learned that contracts and related documents such as those attached to this Declaration
were regularly created by Receivership Entities, were made by persons with knowledge of the
matters reflected by the documents, and it was the regular practice of the Receivership Entities to
maintain copies of these documents either directly, or through agents or servicers, like Greystone.

4. I am, accordingly, the custodian of records for the Receivership Entities and the
Receivership Estate. True and correct copies of documents related to the various Receivership
Entities’ transactions with Southern Property Capital, Ltd and/or HUD, each of which is a business
record of one or more Receivership Entities, a business record of the Receivership Estate, or a

document with independent legal significance, are attached as the following exhibits:

Tab Document
A Declaration of Receiver Cortney C. Thomas

Vol. 1 — Parc at Windmill Farms (D4FR)

A-1 December 1, 2017 HUD Promissory Note Regarding Parc at Windmill Farms
(D4FR borrower)
A-2 | December 1, 2017 Borrower’s Oath — Parc at Windmill Farms
A-3 | December 13, 2017 Multifamily Deed of Trust, Assignment of Leases and Rents
and Security Agreement — Parc at Windmill Farms
A-4 | December 2017 Letter Loan Agreement between JMJ Development and Southern
Properties Capital, Ltd.
A-5 | October 25, 2019 First Amendment to Letter Loan Agreement
A-6 May 31, 2023 Second Amendment to Letter Loan Agreement
A-7 December 2017 Promissory Note
A-8 | October 19, 2019 First Amendment to Promissory Note
A-9 | October 1, 2019 Rescission of First Amendment to Promissory Note
A-10 | October 25, 2019 Second Amendment to Promissory Note
A-11 | May 1, 2020 Third Amendment to Promissory Note
A-12 | November 1, 2020 Fourth Amendment to Promissory Note
A-13 | December 2017 Amended and Restated Pledge and Security Agreement (JMJ as
Lender, TRWF as Pledger re: $7.3M loan)
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Tab Document

A-14 | October 25, 2019 First Amendment to Amended and Restated Pledge and Security
Agreement between TRWF and JMJ Development

A-15 | December 2017 Amended and Restated Pledge and Security Agreement between
JMJAV and JMJ Development

A-16 | October 25, 2019 First Amendment to Amended and Restated Pledge and Security
Agreement between JIMVAV and JMJ Development

A-17 | December 2017 Amended and Restated Pledge and Security Agreement between
Enoch Investments and JMJ Development

A-18 | October 25, 2019 First Amendment to Amended and Restated Pledge and Security
Agreement between Enoch Investments and JMJ Development

A-19 | May 13, 2020 UCC - Enoch Investments (100% of its interest in JIMJD4 LLC which
consist of 99% of the membership interest in JMJD4LLC)

A-20 | May 13, 2020 UCC — TRWF (100% of its interest in IMJAV LLC which consists of
100% of the membership interest in IMJAV LLC)

A-21 | May 14, 2020 UCC - JMJAV LLC (D4FR)

A-22 | May 14, 2020 UCC - JIMJAV LLC (JMJD4)

A-23 | May 14, 2020 UCC - JMJD4 (D4FR)

A-24 | October 3, 2022 Exercise Notice Letter (Parc at Windmill Farms)

A-25 | October 2022 Agreement for Purchase and Sale between Southern Properties and
DAFRLLC

A-26 | January 20, 2017 Management Agreement between Parc at Windmill Farms (D4FR)
and Sunridge Management Group

A-27 | December 1, 2017 FHA Regulatory Agreement — Parc at Windmill Farms

A-28 | November 3, 2022 Letter from Southern Properties to Receiver

Bellwether Ridge Apartments (D4DS)

A-29 | FHA Note — Bellwether Ridge Apartments

A-30 | Multifamily Deed of Trust, Assignment of Leases and Rents and Security
Agreement — Bellwether Ridge Apartments

A-31 | October 19, 2017 $3.8M Promissory Note — JMJ Development and Southern
Properties Capital

A-32 | October 2017 Amended and Restated Pledge and Security Agreement between
TRWEF and JMJ Development

A-33 | October 2017 Amended and Restated Pledge and Security Agreement between
JMJAV and JMJ Development

A-34 | October 2017 Amended and Restated Pledge and Security Agreement between
Enoch Investments and JMJ Development

A-35 | October 2017 Assignment of Pledge and Security Agreement

A-36 | May 8, 2020 UCC - JMJAV (100% of its interest in D4DS LLC which consist of
1% of the membership interest in D4DS LLC)

A-37 | May 8, 2020 UCC — JMJAV LLC (100% of its interest in D4DS LLC which
consists of 1% of the membership interest in DADS LLC)

A-38 | May 8, 2020 UCC — JMJD4 (100% of its interest in D4DS LLC which consist of

98.5% of the membership interest in D4DS LLC)
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Tab Document
A-39 | May 13, 2020 UCC — TRWF (100% of its interest in JIMJAV LLC which consist of
100% of the membership interest in IMJAV LLC)
A-40 | May 13, 2020 UCC - Enoch Investments (100% of its interest in JMJD4 LLC which
consist of 99% of the membership interest in JMJD4 LLC)
A-41 | May 14, 2020 UCC - JMJAV LLC
A-42 | October 3, 2022 Exercise Notice Letter (Bellwether Ridge)
A-43 | July 6, 2021 Agreement for Purchase and Sale between Bellwether Ridge
Apartments and D4DS
A-44 | October 2022 First Amendment to Agreement of Purchase and Sale (Bellwether
Ridge)
A-45 | July 26, 2017 Management Agreement between Bellwether Ridge (D4DS LLC) and
Sunridge Management Group

A-46 | October 1, 2017 FHA Regulatory Agreement — Bellwether Ridge Apartments
Parc at Ingleside (D41N)

A-47 | February 23, 2022 FHA Note — Parc at Ingleside

A-48 | November 1, 2019 Borrower’s Oath — Parc at Ingleside

A-49 | November 1, 2019 Multifamily Deed of Trust, Assignment of Leases and Rents and
Security Agreement — Parc at Ingleside
A-50 | June 13, 2019 Promissory Note between Southern Properties Capital, Ltd and
JMJAYV (Parc at Ingleside)
A-51 | October 1, 2019 First Amendment to Promissory Note
A-52 | October 1, 2019 Rescission of First Amendment to Promissory Note
A-53 | June 13, 2019 Pledge and Security Agreement between JMJAV and Southern
Properties Capital Ltd.
A-54 | October 3, 2022 Exercise Notice Letter (Parc at Ingleside)
A-55 | October 2022 Agreement and Purchase of Sale between Southern Properties and
D4IN LLC
A-56 | November 1, 2019 FHA Regulatory Agreement — Parc at Ingleside
A-57 | November 3, 2022 Letter from Southern Properties to Receiver
A-58 | April 21, 2016 Membership Certificate — D4IN
A-59 | June 13, 2019 Assignment of Membership Interest — 1% of D4IN to Southern
Properties
A-60 | June 13, 2019 Assignment of Membership Interest — 100% of JMJD4 LLC to
Southern Properties

A-61 | June 13, 2019 Letter Agreement

A-62 | June 4, 2019 VOD Loan Agreement
Parc at Opelika (D4OP)

A-63 | January 1, 2021 FHA Note — Parc at Opelika

A-64 | January 22, 2021 Multifamily Deed of Trust, Assignment of Leases and Rents and
Security Agreement — Parc at Opelika
A-65 | January 1, 2021 Borrower’s Oath — Parc at Opelika
A-66 | January 13, 2021 Promissory Note between Southern Properties Capital Ltd. and
D40OPM, LLC and One MF D4, LLC
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Tab Document
A-67 | January 13, 2021 Pledge and Security Agreement with Assignment of Rights
between DAOPM LLC and One MF D4, LLC and Southern Properties Capital Ltd.
A-68 | January 26, 2021 FHA Regulatory Agreement — Parc at Opelika
A-69 | November 3, 2022 Letter from Southern Properties to Receiver
Additional Documents
A-70 | Excerpted pages from HUD Multifamily Accelerated Processing (MAP) Guide
A-71 | Borrower’s Oath — Bellwether Ridge
A-72 | June 4, 2019 Amended Regulations of D4IN, LLC
A-73 | June 13, 2019 Amendment to Pledge and Security Agreement of D4IN, LLC
A-74 | November 3, 2022 Letter from Southern Properties to Receiver (D4DS, LLC)
A-75 | May 14, 2020 UCC Financing Statement — JIMJAV (D4IN)
A-76 | May 14, 2020 UCC Financing Statement — JMJD4 (D4IN)

5. Following entry of the Receivership Order and pursuant to the authority provided
therein and the responsibilities entrusted to me, | have spent the vast majority of my time
performing tasks necessitated by the Order, including but not limited to investigating the
Receivership Entities and their operations; reviewing documents obtained from or regarding the
Receivership Entities; communicating with creditors, investors, claimants, banks, former
employees, contractors, or other interested persons or witnesses; and together with my counsel,
preparing reports, briefs, and motions filed in connection with the case. The information provided
below is the result of my investigation and the hundreds of hours I have spent performing the duties
assigned to me as Receiver.

6. JMJ Development, LLC (“JMJ Development”), IMJAV, LLC (*JMJAV”), D4FR,
LLC (“D4FR™), D4DS, LLC (“D4DS”),* and Enoch Investments, LLC (“Enoch”) are each
identified in the Receivership Order as Receivership Entities that are controlled “directly or

indirectly” by Defendant Barton and which “received investor funds, real property interests

! Capitalized terms used in this Declaration, including the “D4 Entities” and the “Parent Entities,” have the same
meaning as provided in the Motion for Summary Judgment and accompanying brief filed concurrently with this
Declaration.
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purchased with investor funds, or own[ed] property interests that were improved with or otherwise
have benefitted from the use of investor funds.”

7. As discussed in my Motion to Supplement Order Appointing Receiver, the related
Supplemental Brief and all supporting evidence, in performing the tasks assigned by the
Receivership Order, | discovered more than 100 additional entities controlled by Defendant Barton
that were not specifically identified in the Receivership Order.? Pursuant to its November 16, 2022
and December 13, 2022 Orders, together with many other entities, the Court identified D4IN, LLC,
(“D4IN”), D4OP, LLC (“D40OP”), JMJD4, LLC (*JMJD4”), TRWF, LLC, (“TRWF) One MF
D4, LLC, (“One MF DR”) and D4OPM, LLC (“D40OPM?”), as Receivership Entities.?

B. D4 Entities and HUD Loans

8. As reflected in the HUD Loans, SPC’s Notes, the various Pledge and Security
Agreements or related Assignment Agreements, Tim Barton held himself out as the President or
Manager of TRWF, LLC, JMJ Development, D4FR, D4DS, D4IN, D4OP, DAOPM, One MF DR,
JMJAV, LLC, IMJD4, and Enoch Investments, LLC.*

0. Shortly after my appointment, | discovered the D4 Entities owned certain real
properties (collectively, the “Apartment Developments”). More specifically, as reflected in the
deeds and other contract documents identified above and attached to this Declaration:

e DA4FR owns the Parc at Windmill Farms—a 272-unit apartment complex located at
1003 Windmill Farms Boulevard, Forney, Texas (the “Windmill Farms™).>

2 Dkts. 41, 42, 73, 74.
3 Dkt. 62; 88.

4 See Exhibits A-1-A-18; A-26—A-27; A-29; A-31-A-35; A-46; A-47-A-48; A-50-A-53; A-61; A-62; A-63—A-68;
A-71; A-73; see also Dkts. 42 and 74.

5 Exhibit A-3.
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e D4DS is the owner of the Bellwether Ridge—a 150-unit apartment complex located at
841 S. Polk Street, DeSoto, Texas (“Bellwether Ridge”).®

e DA4IN is the owner of the Parc at Ingleside—a 192-unit apartment complex located at
2850 Avenue J, Ingelside, Texas (“Ingleside™).’

e D4OP is the owner of the Parc at Opelika—a 168 unit apartment complex located at
1375 McCoy St. Opelika, Alabama (“Opelika™).t

10. D4FR is also the borrower on a December 1, 2017 HUD-insured loan (the “D4FR
HUD Loan”)® serviced by Greystone. Defendant Barton is listed as the “Section 50 party” in the
HUD Loan and associated Regulatory Agreement and signed the promissory note for the HUD
Loan and all associated contract documents as the President of D4FR.1° Barton, together with the
TLB 2012 Irrevocable Trust, is also identified in the HUD Regulatory Agreement as the Principal
of D4FR.1!

11. The D4FR HUD Loan matures on February 1, 2060 and accrues interest at 3.9%
annually. As of January 13, 2023, the balance on the HUD Loan was $35,076,762.98.

12.  As discussed more fully below, pursuant to a draw request procedure and as
supervised by the lender, Greystone, the proceeds of the D4AFR HUD Loan were used to build the
Windmill Farms complex.

13. D4DS is also the borrower on an October 1, 2017 HUD-insured loan (the “D4DS

HUD Loan”) serviced by Greystone. Defendant Barton is listed as the “Section 50 party” to the

® Exhibit A-30.
" Exhibit A-49.
8 Exhibit A-64.

% The Deed of Trust, Assignment of Rents and Security Agreement related to each HUD Promissory Note are
referenced collectively as the “HUD Loans.”

10 Exhibits A-1; A-2; A-27.
11 Exhibit A-27.
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HUD Loan and associated Regulatory Agreement and signed the promissory note for the HUD
Loan and all associated contract documents as the President of D4DS.*2

14.  The D4DS HUD Loan matures on June 1, 2059 and accrues interest at 3.7%
annually. As of January 13, 2023, the balance on the HUD Loan was $17,823,548.47.

15.  As discussed more fully below, pursuant to a draw request procedure and as
supervised by the lender, Greystone, the proceeds of the DADS HUD Loan were used to build the
Bellwether Ridge complex.

16. D4IN is also the borrower on a November 1, 2019 HUD-insured loan (the “D4IN
HUD Loan”) serviced by Greystone. Defendant Barton is listed as the “Section 50 party” to the
HUD Loan and associated Regulatory Agreement and signed the promissory note for the HUD
Loan and all associated contract documents as the Manager of D4IN.*3

17.  The D4IN HUD Loan matures on August 1, 2061 and accrues interest at 3.59%
annually. As of January 13, 2023, the balance on the HUD Loan was $ 24,790,081.91.

18.  As discussed more fully below, pursuant to a draw request procedure and as
supervised by the lender, Greystone, the proceeds of the D4IN HUD Loan were used to build the
Ingleside complex.

19. D4OP is also the borrower on a January 1, 2021 HUD-insured loan (the “D4OP
HUD Loan,” and together with the D4DS, D4FR, and D4IN HUD Loans, the “HUD Loans”)
serviced by Greystone. Defendant Barton is listed as the “Section 50 party” to the HUD Loan and
associated Regulatory Agreement and signed the promissory note for the HUD Loan and all

associated contract documents as the President of D4OP.

12 Exhibits A-29; A-46; A-71.
13 Exhibits A-47—-A-48; A-56.
14 Exhibits A-63; A-65; A-68.
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20.  The D4OP HUD Loan matures on November 1, 2062 and accrues interest at 2.99%
annually. As of January 13, 2023, the balance on the HUD Loan was $17,823,548.47.

21.  As discussed more fully below, pursuant to a draw request procedure and as
supervised by the lender, Greystone, the proceeds of the DAOP HUD Loan were used to build the
Opelika complex.

22, Each HUD Loan described above prohibits a security interest by any party other
than HUD, and also prohibits transfer of any interest in the mortgaged property or any interest in
the borrower:

21. TRANSFERS OF THE MORTGAGED PROPERTY OR INTERESTS IN
BORROWER.

(@) So long as the Loan is insured or held by HUD, Borrower shall not, without the
prior written approval of HUD, convey, assign, transfer, pledge, hypothecate,
encumber or otherwise dispose of the Mortgaged Property or any interest therein or
permit the conveyance, assignment or transfer of any interest in Borrower (if the
effect of such conveyance, assignment or transfer is the creation or elimination of
a Principal), unless permitted by Program Obligations. Lender may charge
Borrower a fee, in accordance with Program Obligations, for Lender's additional
responsibilities related to Borrower's actions in this Section 21.%°

23.  The HUD Loans also prohibit any UCC filings against the Borrower, the Project,
or Project Assets:

Borrower represents and warrants to Lender that no UCC filings have been made
against Borrower, the Project or the Project Assets prior to the initial or initial/final
endorsement of the Note by HUD, and Borrower has taken and shall take no action
that would give rise to such UCC filings, except for any UCC filings in connection
with the acquisition of any Personalty that has been approved in writing by HUD.
Borrower also represents and warrants to Lender that it has not entered into, and
will not enter into, any agreement with any party other than Lender in conjunction
with the present Loan transaction that allows for the perfection of a security interest
in any portion of the UCC Collateral.*®

15 Exhibit A-3 (APP000078); A-30; APP000401, A-49; A-77.
16 Exhibit A-3 (APP000060); A-30; APP000383; A-49, APP000714; A-77.
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24, In the “Borrower’s Oath” for each HUD Loan, Barton warranted he “ha[d] not and
will not enter into any agreement with any party other than Lender in connection with the Loan
transaction that allows for perfection of any portion of the UCC Collateral through control under
the UCC."Y’

25.  The Regulatory Agreement signed by Barton in connection with each HUD Loan
similarly included extensive restrictions regarding any transactions that affected the ownership or
control structure for the respective borrowers, required that the borrower manage the property, and
required prior HUD approval for any loan or contract intended even indirectly, to finance the
property, other than for reasonable operating expenses.8

26. For example, the Regulatory Agreement provides as follows:

“0 11.b. Borrower shall not engage in any business or activity, including the
operation of any other project, or incur any liability or obligation not in connection
with the Project, nor acquire an Affiliate or contract to enter into any affiliation
with any party except as otherwise approved by HUD.”);!®

35. ACTIONS REQUIRING THE PRIOR WRITTEN APPROVAL OF HUD,
Borrower shall not without the prior written approval of HUD:

a. Convey, assign, transfer, pledge, hypothecate, encumber, or otherwise dispose of
the Mortgaged Property or any interest therein, or permit the conveyance,
assignment, or transfer of any interest in Borrower (if the effect of such conveyance,
assignment or transfer is the creation or elimination of a Principal) unless permitted
by Program Obligations. Borrower need not obtain the prior written approval of
HUD: (i) for a conveyance of the Mortgaged Property at a judicial or non-judicial
foreclosure sale under the Security Instrument; (ii) for inclusion of the Mortgaged
Property in a bankruptcy estate by operation of law under the United States
Bankruptcy Code; (iii) for acquisition of an interest by inheritance or by Court
decree; or (iv) for actions permitted under subsection (g) below.

17 Exhibits A-2; A-48; A-65; A-71.
18 Exhibits A-27; A-46; A-56; A-68.
19 Exhibits A-27 (APP000322); A-46; A-56; A-68.
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b. Enter into any contract, agreement or arrangement to borrow funds or finance
any purchase or incur any liability, direct or contingent other than for Reasonable
Operating Expenses. . . .

i. Amend the organizational documents of Borrower in a way that materially
modifies the terms of the organization, including, but not limited to: any
amendment that activates the requirement that a HUD previous participation
certification be obtained from any additional partner or member; any amendment
that would authorize any officer, partner or member other than the officer(s),
general partner(s) or the managing member(s) of the corporation, partnership or
company or pre-approved successor officer(s), general partner(s) or managing
member(s) to bind the corporation, partnership or company for any matters
concerning the Project which requires HUD's consent or approval; a change in the
officer(s), general partner(s) or managing member(s) or pre-approved successor
officer(s), general partner(s) or managing member(s) of the corporation,
partnership or company and any proposed changes to the HUD-required provisions
included in the organizational documents. . . .”?°

217, HUD regulations also include extensive restrictions for secondary debt. For
instance, with respect to new construction like the Apartment Developments, HUD regulations
provide: “[p]rivate secondary financing is not permitted under Section 221(d)(4) or other new
construction/substantial first mortgage programs.”?! Although mezzanine loans are permitted on
refinance programs, even then, the loans are subject to notable restrictions, including, only “where
there is no identity of interest between the principals and the Mezzanine Lender or any affiliates
of either party . . .”; “payments on mezzanine financing may be made only from surplus cash, and
the debt may not mature before the FHA insured loan. . . Interest due or accruing on the mezzanine
loan must be approved as reasonable by HUD.”?? A true and correct copy of excerpted pages from
the HUD Multifamily Accelerated Processing (MAP) Guide is attached to my Declaration as

Exhibit A-70. The complete HUD Multifamily Accelerated Processing (MAP) Guide is available

20 Exhibits A-27 (APP000333-334); A-46; A-56; A-68.
ZIExhibit A-70; APP001025.
22 Exhibit A-70 (APP001024).
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electronically at https://www.hud.gov/sites/dfilessf OCHCO/documents/4430GHSGG.pdf (last

visited April 13, 2023) and is available to the public.

C. SPC’s Loans and Purported “Conversion Rights” Regarding D4DS and D4FR
(Windmill Farms and Bellwether Ridge)

28.  Separately, for each of the Properties, Receivership Entity JMJ Development,
JMJAV, D40OPM, and/or One MFD4 executed loan agreements and promissory notes, due and
payable to SPC (collectively, the “Notes” or the “SPC Loans”).2® SPC contends the funds loaned
pursuant to the Notes were provided to JMJ Development to “fund the remaining amount necessary
for the construction of” each of the Properties.?*

29.  The key terms of each Note are as follows:

e Following the October 1, 2017 HUD Loan, on October 19, 2017, JMJ Development
borrowed $3,800,000.00 (the “JMJ/D4ADS Bellwether Note”) from SPC. The
JMJ/D4DS Note accrues interest at the rate of 5% and matured, initially, on May 1,
2020.2° As a result of payments on this Note, as of January 17, 2023, an approximate
balance of $3,797,758.95 is due;

e Immediately after the December 1, 2017 HUD Loan, on December 14, 2017, JMJ
Development borrowed $7,300,000.00 (the “JMJ/D4FR Windmills Farms Note”) from
SPC.?® The JMJ/D4FR Note accrues interest at the rate of 5% and matured, after
amendment, on November 1, 2022.2”  As a result of payments on this Note, as of
January 17, 2023, an approximate balance of $7,885,547.12 is due;

e Prior to the November 1, 2019 HUD Loan, on June 13, 2019, JMJAV borrowed
$6,634,490.00 (the “JMJAV/D4IN Ingleside Note”) from SPC. The JMJAV/D4IN
Note accrues interest at the rate of 5% and matures (pursuant to a Modification
Agreement) on November 1, 2026.28 As a result of payments on this Note, as of January
17, 2023, an approximate balance of $3,759,163.65 is due;

23 Exhibits A-4; A-12; A-31; A-50; A-52; A-66.
24 Dkt. 179, pp. 6, 11.
%5 Exhibit A-31. As stated by SPC’s Auditors, the term of the IMJ/D4DS Note was extended to November 1, 2026.

2 Exhibit A-4; Exhibit A-7. Pursuant to certain amendments, the Windmill Farms Loan was increased to $8,300,000.
Exhibit A-10.

27 Exhibit A-7; A-11; A-12.
28 Exhibit A-50; A-51; A-52.
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e Following the January 1, 2019 HUD Loan, on June 13, 2021, D4OPM, LLC and One
MF D4, LLC borrowed $5,129,000.00 (the “D4OPM/Opelika Note”) from SPC. The
Opelika Note accrues interest at the rate of 10% and matures on January 13, 2023.%°
As a result of payments on this Note, an approximate balance of $3,189,595.90 is due.

30. Most Notes were subject to various amendments, for instance, the JMJ/D4FR
Windmill Farms Note was subject to an amendment, later rescinded, by which JMJ agreed to pay
SPC the “Net Income of the Property, as defined by the Semi-Annual HUD approved Excess Cash
Release.*® That Amendment directly contravened other terms of the HUD Loans.®! Similarly, the
Ingleside Note was preceded by a “VOD Note,” dated June 4, 2019, which included “Acquisition
Rights” to the Property in violation of HUD Loans, but which was superseded by the subsequent
Note dated June 13, 2019.32 All known amendments for each Note are included as exhibits to this
Declaration.

31. Although each Note was issued in connection with the HUD Loans and for use in
constructing the Apartment Developments, the D4 Entities were not the borrowers on any of the
SPC Notes. Nor, except as discussed below regarding Opelika, did equity in any of the D4 Entities,
or the Apartment Developments themselves, secure the SPC Loans.

32, Instead, with respect to D4DS and D4FR, through a series of Amended and
Restated Pledge and Security Agreements (collectively, the “Bellwether Ridge and Windmill
Farms Pledge and Security Agreements”), Receivership Entities that purportedly held the majority
of equity in each respective D4 Entity pledged to JMJ Development their right, title and interest in

the membership interests of the respective parent entities for DAFR and D4DS in exchange for the

2 Exhibit A-66.

% Exhibit A-8; A-9.

31 See Exhibit A-3, APP000062.
32 Exhibit A-62.
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loan proceeds JMJ Development had received from SPC. These Pledge and Security

Agreements—by and between Receivership Entities only—purport to include the following

pledges of equity:

33.

For the IMJ/D4DS Pledge and Security Agreement (Bellwether Ridge), the pledge and
collateral was as follows: TWRF, holds a 100% membership interest in JMJAV;
JMJAYV holds a 1% membership interest in JMJD4, and Enoch holds the remaining
99% membership interest in JMJD4. TWRF, JMJAV and Enoch each executed
Amended and Restated Pledge and Security Agreements pledging to JMJ all of the
member interests in JIMJAV and JMJD4.33

For the IMJ/D4FR Pledge and Security Agreement (Windmill Farms), the pledge and
collateral was as follows: TWRF holds a 100% membership interest in JMJAV;
JMJAV holds a 1% membership interest in JMJD4; and Enoch holds the remaining
99% membership interest in JMJD4. TWRF, JMJAV and Enoch each executed
Amended and Restated Pledge and Security Agreements pledging to JMJ all of the
member interests in IMJAV and JMJD4.34

These pledges, as well as SPC’s contentions about the ownership structure of these

entities are also reflected in the UCC statements filed by SPC:

34.

The UCC Financing Statement related to the Pledge & Security Agreement relevant to
D4DS states that IMJAV owns 1% of D4FR and JMJD4 owns 98.5% of D4FR;%®

The UCC Financing Statement related to the Pledge & Security Agreement relevant to
D4DS states that IMIJAV owns 1% of D4DS and JMJD4 owns 98.5% of D4DS.%

The “Collateral” for the D4DS and D4FR Pledge and Security Agreements was

each Parent Entities’ equity interest in the D4 Entities, and rights and privileges related to the

equity held by the Parent Entities over the D4 Entities and their assets (the “Collateral”).%’

3 Exhibits A-32; A-33; A-34.

34 Exhibits A-13; A-14; A-15; A-16; A-17.

35 Exhibit A-21; A-22; A-23.

3% Exhibit A-36; A-37; A-38; A-39; A-40.

37 See Exhibits A-13, APP000145-147; A-32, APP000439-441; A-33; A-34.
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35.

The Pledge and Security Agreements related to D4FR and D4DS (Windmill Farms

and Bellwether Ridge) included Section 7.15, titled “Conversion Option,” (the “Conversion

Option” or “Conversion Rights”) which provided:

“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 D4FR 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 D4FR, LLC. . . . 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, 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 D4FR Property instead of and in place of the Collateral (the
“Project Transfer”). .. .38

36.

JMJ Development assigned to Southern Properties, LLC (“SPC LLC”) the Pledge

and Security Agreements for DADS and D4FR (the “Assignment of Pledge and Security

Agreements”).>® SPC, LLC’s rights to exercise any of the assigned rights, however, was

3 Exhibit A-13, APP000162-163; A-32, APP000456-457.

39 SPC was not a party to the D4FR (Windmill Farms) or D4DS (Bellwether Ridge) Pledge and Security Agreements.
Instead, those pledges were between JMJ Development (defined as “Lender” in each Pledge), which received the
pledged security, and the respective Parent Entities instead held the “Conversion Rights” by which it could convert
JMJ’s debt into equity in the Parent Entities. At least according to the terms of the Pledge and Security Agreements,
JMJ Development loaned the proceeds of SPC’s Notes to each respective Parent Entity, thereby becoming a “lender.”
No promissory notes or other written agreement reflecting these loans was discovered, however.
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contingent on default of a “Promissory Note” between JMJ Development and SPC LLC. The
Assignment of Pledge and Security Agreement provided as follows:
“This is an absolute and present assignment of the Pledges by Assignor [JMJ
Development, LLC] to Assignee [Southern Properties Capital, LLC]. 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.”*

37. I am unaware of the existence of any promissory note by which JMJ Development
is obligated to SPC LLC, nor has SPC or SPC LLC provided notice that JMJ Development or any
other Receivership Entity defaulted under any promissory note payable to SPC or SPC LLC.

D. The Pledge and Security Agreement Regarding D4IN (Ingleside)

38. In connection with the IMJAV/D4IN Ingleside Note, on June 13, 2019, IMJAV
LLC pledged to SPC JMJD4’s 98.75% managing member interest in D4IN, LLC and JMJAV,
LLC’s 1% membership interest in D4IN, LLC.*

39.  The Pledge and Security Agreement between JMJAV LLC and SPC related to the
JMJAV/D4IN Ingleside Note (the “Ingleside Pledge Agreement”) provided a security interest in
the pledged Collateral.*?> The Ingleside Pledge Agreement also included the same Section 7.15
Conversion Option that was in the D4DS and D4FR Pledge Agreements, and which imposed a 30
day advance notice and HUD approval as conditions precedent to exercising the Conversion

Option.*®

40 Exhibit A-35.
41 Exhibit A-53. By an amendment, Enoch also pledged its interest in JMJD4. Exhibit A-73.

42 Exhibit A-53. The collateral was defined as the legal and beneficial ownership interests in and to the equity pledged
by each company, essentially the same definition used in the Pledge and Security Agreements governing D4DS and
D4FR’s Parent Entities.

43 Exhibit A-53.
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40.  The UCC Financing Statements related to the Pledge and Security Agreement
relevant to D4IN states that JMJD4 collateralized its 98.75% interest in D4IN; Enoch Investments
collateralized its 99% interest in JIMJD4; TRWF collateralized its 100% interest in JIMJAV and
JMJAV collateralized its 1% interest in JIMJD4.%4

41. Notably, the “Amended Regulations of D4IN, LLC as of June 4, 2019,” provide
that “Company Assets” were deemed owned by “the Company as an entity, and no Member,
individually, or collectively, shall have any ownership interest in such Company Assets or any
portion thereof.”*°

42. In a separate June 13, 2019 Letter Agreement, JIMJD4, JIMJAV, LLC and Enoch
Investments agreed that, “provided the developer’s fee for the Property has been paid, that upon
10 days written notice . . . Enoch and JMJAV will assign 100% of the membership interests in
JMJD4 to [SPC] . . . and that upon such assignment and the assignment of IMJAV’s interest in the
Company, once HUD has approved the transfer, the Promissory Note . . . in the amount of
$6,634,490 will be cancelled.” (the “Ingleside Assignment Agreement”).*6

E. The D4OP (Opelika) Transaction

43. The transaction was different for D4OP (Opelika). In a January 13, 2021 Pledge
Agreement that served as security for the “D4OPM/Opelika Note,” the Parent Entities or
“Pledgors,” D4OPM, LLC and ONE MF D4, LLC, pledged all of their right title and interest in

the Collateral, to SPC (the “Opelika Pledge Agreement”).*’

4 Exhibits A-75; A-76.
%5 Exhibit A-72.
4 Exhibit A-60.
47 Exhibit A-67.
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44, No Conversion Option was included in the Opelika Pledge Agreement. Instead, in
a January 13, 2021 Letter Agreement (the “Opelika Pledge Assignment”), D4OP LLC and/or
D40OPM, LLC and ONE MF D4, LLC agreed they would own and develop “the Property,” but
also agreed that in consideration of SPC’s Loan, upon written notice, D4OP and its Parent Entities
would assign ninety-nine and seventy-five one-hundredths percent (99.75%) of the membership
interests in the “record owner of the Property,” D4OP, to “Southern Properties” or its designee,
and that, upon such assignment, provided the Property was subject to no lien other than a first lien
approved by Southern Properties, the Loan would be cancelled.*®

45, Because each of the Security and Pledge Agreements and the Opelika Assignment
Agreement is executory, and performance by the respective Receivership Entities under those
agreements would be detrimental to the Receivership Estate and the investors and creditors for
whose benefit the Estate exists, | have rejected each Agreement.

F. JMJ Development and the D4 Entities Controlled Development and Management of
the Properties

46.  As reflected in the many contracts | have reviewed in connection with my
appointment as Receiver, as well as communications with Greystone, contractors, and other
construction professionals and review of voluminous records in connection with the development
of each Property, the D4 Entities, not SPC, contracted with general contractors and other
construction professionals to design and build each respective development. Review of draw
requests, cost certifications, and documents from SPC confirm that construction was
predominantly funded by the HUD Loan for each Property, and that the funds were provided to

either the D4 Entity or the contractor by Greystone via the submission of periodic loan draw

8 1d.
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requests. Once again, each D4 Entity, and not SPC, was the responsible party for these draw
requests and their submission to Greystone (and ultimately HUD). For construction or
development expenses over-and-above the HUD loan amounts, the D4 Entities generally drew on
the respective SPC unsecured loans for each property, as confirmed by records provided by SPC,
cost certifications for each property, and the limited accounting records for the Receivership
Entities.

47.  As my team discovered when we first assumed possession and control over JMJ’s
office location, and as has been confirmed through my work with Greystone and auditors as part
of the HUD certifications, to coordinate the complex HUD process, JMJ and/or other Barton-
related Receivership Entities employed an individual whose primary responsibility was interfacing
with the lenders and managing each development as construction progressed. Based on the
extensive commingling | have discovered by and between most Receivership Entities, | believe it
is likely, although I have not yet confirmed, that the salary for this individual was paid from at
least some Investor funds.

48.  As Receiver, | have assumed responsibility for interacting with Greystone to
continue the periodic certification process required to comply with HUD regulations and to
complete the initial cost certification for Opelika. Because Barton individually is identified in the
HUD Loans as the “Section 50” Party, he is nonetheless still required to sign certifications related
to the HUD Loans on the Apartment Developments. The process is complicated and time-
consuming.

G. Commingling Between the D4 Entities and Other Receivership Entities

49.  The bank accounts and accounting records for the D4 Entities show a tangled web

of commingling with other Receivership Entities. As detailed in my Motion to Compel and
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supporting Reply,*® access to the Receivership Entities’ accounting records and bank records has
been slow and tedious, with information from Quickbooks and the banks still trickling in on a
sporadic basis. Nevertheless, | and my accounting team have traced:

(@) Hundreds of thousands of dollars in intercompany transfers between D4DS and
Receivership Entities JMJ Development, JMJD4,and Carnegie Development;

(b) Over a million dollars in intercompany transactions between D4FR and JMJ
Development, JIMJD4, and Enoch Investments;

(c) Hundreds of thousands of dollars in intercompany transfers between D4IN and JMJ
Development; and,

(d) In connection with the more extensive work necessary for completing the cost
certification for Opelika, hundreds of thousands of dollars in intercompany
transfers between D4OP and Receivership Entities JMJ Development, JMJD4,
Carnegie Development, Enoch Investments, JMJ Management LLC, Broadview
Holdings, Goldmark Hospitality LLC, and even SF Rock Creek LLC.

50. Based upon documents provided by Greystone, SPC, and independent auditors, |
have learned that loan payments have also been made on the HUD loans for each of the four
Properties. These payments have either been made from revenue generated by the Properties, or
they have been drawn on the SPC Notes. Where excess cash has been available as income
generated by the Properties, those funds have been used to pay down the SPC Notes. | am still
investigating whether all funds distributed to SPC by the management companies were used to pay
down the SPC Notes or whether certain funds were used for other purposes.

51. On July 26, 2017, D4DS, as the owner of Bellwether Ridge, entered into a
management agreement with Sunridge Management Group, Inc (“Sunridge”).>® Similarly, on

January 20, 2017, D4FR, as the owner of Windmill Farms contracted with Sunridge, though

49 Dkts. 133 and 166.
50 Exhibit A-45.

20
APP000021



Case 3:22-cv-02118-X Document 208 Filed 04/13/23 Page 28 of 360 PagelD 5886

Windmill Farms is now managed by Sunchase American (“Sunchase”).>! Barton, as the Managing
Member for each D4 Entity, signed both agreements.>> D4IN, as owner of Ingleside, is similarly
managed by Sunridge, while Opelika is managed by Sunchase.

H. SPC’s Attempted Exercise of Conversion Rights Related to the Bellwether Ridge and
Windmill Farms Pledge and Security Agreements

52.  On October 3, 2022, SPC purported to exercise its Conversion Rights for D4FR
(Windmill Farms) by sending correspondence to D4FR through Enoch Investments, TRWF, and
JMJAV) (the “Exercise Notice”) in which it enclosed a “proposed purchase contract to effect a
transfer from the Project owner, D4FR LLC to SPC through a deed, once the lender on the Project
and HUD have consented to the transfer.”® | was presented with a copy of this and the other
Exercise Notices when | assumed possession of JMJ’s offices. They were also provided to me
separately by SPC.

53. Neither in its Exercises Notices or subsequently, has SPC identified any default by
JMJ Development. Similarly, SPC has not provided, or asserted that it provided prior to October 3,
2022 the 30-day notice required by the Conversion Option. Irrespective of notice, the proposed
purchase contract was never signed by Defendant Barton. If the proposed purchase contract had
been signed, it would have been invalid without prior HUD approval.>*

54.  SPC’s purported conversion of its equity interest in the D4DS (Bellwether Ridge)
Parent Entities is equally executory. On July 6, 2021, the APTS at Bellwether Ridge, LLC (the
“purchaser,” presumably an SPC affiliate, but nonetheless an entity that held no conversion rights

pursuant to any Loan or contract with D4ADS) and D4DS entered into an Agreement for Purchase

51 Exhibit A-26.

52 Exhibit A-26; A-45.

%3 Exhibit A-24.

% Exhibit A-27, APP000060-61; APP000078; APP000322; Exhibit A-70, APP001024.

21
APP000022



Case 3:22-cv-02118-X Document 208 Filed 04/13/23 Page 29 of 360 PagelD 5887

and Sale of the Bellwether complex (the “Bellwether PSA™).>® The Bellwether PSA included
numerous contingencies,*® but as evidenced by SPC’s effort to revive the Bellwether PSA through
a “First Amendment to Agreement of Purchase and Sale,”®’ (the “Amended PSA”) no evidence
exists that any of the contingencies were ever satisfied. Nonetheless, pursuant to an October 3,
2022 “Exercise Notice,” sent to D4DS, JMJAV, TRWF, JMJD4 and Enoch Investments, SPC
purported to exercise its Conversion Rights regarding Bellwether Ridge.®

55. No evidence suggests SPC satisfied the 30-day notice requirement in the Bellwether
Ridge Pledge and Security Agreement. Irrespective of notice, the proposed purchase contract does
not appear to have ever been signed by Defendant Barton. If the proposed purchase contract had
been signed, it would have been invalid without prior HUD approval.*®

56. Likewise, although SPC sent an “Exercise Notice” on October 3, 2022 regarding
the “Conversion Option” for Ingleside, the Exercise Notice acknowledged the conversion was not
permissible absent conditions that were not yet satisfied.®® SPC enclosed a proposed purchase
contract to effect a transfer from “the Project owner, D4IN” to SPC, “once the lender on the Project

and HUD have consented to the transfer.”6!

%5 Exhibit A-43.

% For instance, the PSA required the Purchaser to obtain Board Approval for the purchase and notify the seller within
ten days of obtaining such approval. Absent such approval and notice, the PSA was “deemed void ab initio”. Exhibit
A-43. The PSA also required the purchaser to obtain HUD approval within 120 days after Board Approval, absent
which, the Agreement terminated. Id. No evidence exists that either of these conditions were satisfied.

57 Exhibit A-44; see also Exhibit A-73.
%8 Exhibit A-42.

59 Exhibits A-30; A-46; A-70.

80 Exhibit A-54.

81 Exhibit A-55.
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57.  The proposed purchase contract does not appear to have been signed, nor was any
evidence of consent by HUD ever provided.®?

58.  SPC has not attempted to exercise or force assignment of the ownership interests in
D40P, although it also sent a letter to me providing notice of its claim and intent to convert its
debt following completion of the project.®® It has not, however, identified any default by D4OP
or any other Receivership Entity with which it contracted related to the Opelika property.

59.  Subsequently, on November 3, 2022, SPC wrote separate letters to me regarding
Bellwether and Windmill Farms.®* In each letter, SPC set out the general terms of the transactions
described above, although SPC omitted any mention of the conditions precedent and the necessity

of a default with respect to the Assignment of Pledge, and misstating the parties’ “contemplation”
regarding transfer of the Apartment Developments and conversion of the mezzanine debt into
equity. Nonetheless each letter acknowledges HUD has not approved any TPA for any Property,
and the Purchase Agreements proposed by SPC for each respective Apartment Development are

unexecuted.

l. The Receivership Estate

60.  Asexplained in multiple motions and supporting Declarations, although Barton has
largely barred my access to the Receivership Entities’ accounting records and bank records, the
limited accounting records obtained to date demonstrate extensive commingling of assets by and
between the Receivership Entities. For instance, | and my accountants have discovered that Barton
used Investor funds to pay personal expenses (including his attorneys), to purchase properties

owned by entities unrelated to the properties the Investors were promised their funds would be

621d.
8 Exhibit A-69.
8 Exhibit A-28; A-74.
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used for, and to make “forbearance” or related payments forestalling cancellation of purchase
contracts on still different properties. As outlined above, the four D4 Entities themselves
participated in extensive commingling with their parent entities, JMJ Development, and a host of
other Receivership Entities.

61. In addition to the approximately $26 million in investor claims identified by the
SEC in its Complaint, to date | have identified at least $7 million owed to judgment debtors, and
at least $16 million owed to unsecured general creditors, excluding SPC, and likely much more.

62.  The Wall investors whose claims underlie the SEC’s Complaint transferred funds
to certain Receivership Entities for the purchase of specific properties.®® Similarly, in the course
of performing my appointment, | have learned that other investors also transferred funds to Barton-
controlled Receivership Entities for use in the purchase and/or development of other properties.
For instance, creditor Palisades TC LLC loaned/invested $3.5 million to become a co-managing
member of Dallas Real Estate Lenders LLC, which owns 100% of the membership units of FHC
Acquisition, LLC, the owner of the of the Frisco Gate Property previously addressed by the
Court.%® Similarly, Palisades, Pamela Kirby, John Dowdall, Allen Hodges, Nitya Capital and
others loaned/invested over $12 million in the 2999 Turtle Creek Property alone. These creditors,
like SPC, loaned/invested money for the development of real estate owned by Receivership
Entities and expected to participate in the appreciation of the properties for which each loaned
money.

63.  Collectively, the value of the Apartment Developments represents the largest asset

of the Receivership Estate. For instance, the proposed sale of Bellwether Ridge should result in a

65 See Dkt. 1.
66 See Dkt. 142.
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net recovery for the Estate of approximately $5.1M, even after payment-in-full of SPC’s Note.
The proposed sale of Windmill Farms should result in a net recovery for the Estate of
approximately $7.5M after payment of SPC’s note. Without inclusion of the Apartment
Developments in the Receivership Estate, satisfying all investor claims, let alone even a portion of
the creditor claims, will not be possible.

64.  The Receivership Estate’s expenses are significant. Insurance, taxes, appraisals,
and related operating costs continue. A forensic accounting is necessary for many reasons,
including but not limited tracking to the greatest extent possible, the sources and uses of Investor
funds, recipients of fraudulent transfers, and prepare tax returns and other related documents. The
costs of preparing a forensic accounting, administering a claims process involving Wall investors
and dozens if not hundreds of other claimants, as well as litigation expenses necessitated by
Barton’s opposition to virtually every motion or notice filed by the Receiver, continue to accrue.
Thus, without the net proceeds recovered from sale of the Apartment Developments, the Investors
and other creditors are likely to suffer a significant shortfall.

J. Extensive Commingling Makes Distribution Based on Tracing Inequitable

65.  As discussed above with respect to the D4 Entities, based just on my limited
visibility into the Receivership Entities’ accounting records as well as review of the bank records
I have obtained to date, my accountants and | have discovered extensive comingling by and
between virtually all Receivership Entities. The commingling is dense, complex and pervasive,
and will be difficult, if not impossible, to unravel. An example of the commingling and tracing is
included in my Declaration that was submitted in support of the Supplemental Brief in Support of

Motion to Supplement Order Appointing Receiver.®” A similar tracing analysis for just Rock

67 Dkt. 74.
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Creek SF, LLC is included in the Appendix supporting the Motion to Compel Documents.%® In
short, it appears Barton extensively commingled in and between the entities he controlled, to
spend, hide, and improperly use investor funds, the proceeds of investor funds, or funds so
commingled with investor funds as to render tracing or segregation nearly impossible.

66. Bank records, transactional documents, and email correspondence | have reviewed
also reflect that Barton operated the Receivership Entities without regard to the corporate existence
of most if not all Entities, particularly with regard to the funds that were used to manage, operate,
acquire, maintain, litigate, satisfy debt or similar obligations owed by the Receivership Entities or
the properties owned by each.®®

67.  Accordingly, utilizing a tracing analysis in determining how to treat similarly
situated investors or creditors would be extremely difficult and expensive, if not impossible.
Moreover, allowing any distribution or recovery premised on tracing would be unfair because it
would provide a windfall to some creditors, like SPC, where the proceeds of its loans were
generally (but not exclusively) used to develop the Properties, but in contrast, the funds transferred
to Barton and the Receivership Entities by other creditors or investors, was not preserved. For
instance, although the Wall Investors transferred approximately $26M to the “Wall Entities” for
the purchase specific properties, the Wall Entities currently appear to have virtually no assets.
Instead, Barton used Wall Investor funds, the proceeds of Wall Investor funds, and funds from
other investors and creditors to purchase, in whole or in part, properties owned by different

Receivership Entities or simply spent the funds for other purposes.

88 Dkt. 200.

8 Additional detail regarding Barton’s disregard of corporate existence is included in my Declaration in support of
the Brief in Support of Motion to Supplement Receivership Order, Dkt. 74.
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68. Similarly, while the proceeds of the HUD Loans and SPC’s Loans were the
primary (but not sole) source of funds used to construct the Apartment Developments, excess cash
derived from Bellwether Ridge and Windmill Farms was used to pay down SPC’s unsecured
Notes. Had SPC not received those funds, other creditors or Investors would likely have received
the benefit of the funds, for instance through a Receivership Entity’s ability to satisfy debt
obligations necessary to stave off foreclosure or forfeiture of contractual rights to purchase other
properties into which significant Receivership Assets and investor funds had been diverted.

69. Further, based on the structure SPC chose for these transactions and the records the
Receiver has reviewed to date, it appears that SPC applied its own expenses to the D4 Entities’
loans for virtually every “service” SPC purportedly provided, including reimbursement of SPC’s
travel costs and attorneys’ fees. SPC has additionally received pre-payment on portions of its
Notes through excess cash from the Apartment Developments, and thus has been adequately
compensated to date, for those loans.

70. During early meetings | had with SPC’s representatives, they stated that SPC had
structured the transactions regarding the Apartment Developments with Receivership Entities as
the borrowers and developers intentionally because SPC had reached its maximum lending
amount, $500,000,000 with HUD. As I informed SPC during these meetings and prior to filing
my Motions to Sell the Apartment Developments, | have not foreclosed treating SPC as a secured
creditor to the extent of the unpaid balance on each of its Loans appears as potentially fair and
equitable. If, however, SPC insists it is an investor, it should at most be treated on par with the
Wall and other investors, entitled only to a pro rata or other distribution from pooled assets

recovered in the course of the receivership estate and subject to a claims process.
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71. I declare under penalty of perjury that the foregoing is true and correct.

Executed on April 13, 2023.

/s/ Cortney C. Thomas
CORTNEY C. THOMAS, RECEIVER
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OMB Approval No.2502-0598
(Exp. 06/30/2017)

Public Reporting Burden for this collection of information is estimated to average 1 hour per response, including the time for
reviewing instructions, searching existing data sources, gathering and maintaining the data needed, and completing and reviewing
the collection of information. Response to this request for information is required in order to receive the benefits to be derived.

This agency may not collect this information, and you are not required to complete this form unless it displays a currently valid OMB
control number.

Privacy Act Notice: The United States Department of Housing and Urban Development, Federal Housing Administration, is
authorized to solicit the information requested in the farm by virtue of Title 12, United States Code, Section 1701 et seq., and
regulations promulgated thereunder at Title 12, Code of Federal Regulations. While no assurance of confidentiality is pledged to
respondents, HUD generally discloses this data only in response to a Freedom of Information Act request.

NOTE
(MULTISTATE)

HUD Project No. 113-35682
HUD Project Name: Parc at Windmill Farms Apartments

US $36,240,000.00 As of December 1, 2017

FOR VALUE RECEIVED, the undersigned, DAFR LLC, a Texas limited liability
company (“Borrower”) jointly and severally (if more than one) promises to pay to the
order of Greystone Servicing Corporation, Inc., a Georgia corporation, the principal sum
of Thirty Six Million Two Hundred Forty Thousand and 00/100 Dollars (US
$36,240,000.00) (“Loan”), with interest on the unpaid principal balance at the Interest
Rate.”

As used herein, “Interest Rate” means the annual rate of Three and 90/100 per
centum (3.90%).*

1. Defined Terms. As used in this Note, (a) the term “Lender” means the
holder of this Note, (b) the term “Indebtedness” means the principal of, interest on,
and all other amounts due at any time under this Note, the Security Instrument or any
other Loan Document, including prepayment premiums, late charges, default interest,
and advances under Section 13 of the Security Instrument to protect the security of the
Security Instrument; (c) the term “Security Instrument” has the meaning set forth in
Section 4 of this Note; and (d) the term “Program Obligations” means (1) all
applicable statutes and any regulations issued by the Secretary pursuant thereto that
apply to the Project, including all amendments to such statutes and regulations, as they
become effective, except that changes subject to notice and comment rulemaking shall
become effective only upon completion of the rulemaking process, and (2) all current
requirements in HUD handbooks and guides, notices, and mortgagee letters that apply
to the Project, and all future updates, changes and amendments thereto, as they
become effective, except that changes subject to notice and comment rulemaking shall
become effective only upon completion of the rulemaking process, and provided that
such future updates, changes and amendments shall be applicable to the Project only

Previous editions are obsolete Note HUD-94001M (06/14)
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to the extent that they interpret, clarify and implement terms in this Note rather than add
or delete provisions from such document. Handbooks, guides, notices, and mortgagee
letters are available on HUD's official website:

(http://iwvww . hud.gov/offices/fadm/hudclips/index.cfm or a successor location to that site).

The definition of any capitalized term or word used herein can be found in this Note
and, if not found in this Note, then found in the Regulatory Agreement between
Borrower and HUD and/or the Security Instrument.

2. Address for Payment. All payments due under this Note shall be
payable in immediately available funds at 419 Belle Air Lane, Warrenton, VA 20186, or
such other place as may be designated by written notice to Borrower from or on behalf
of Lender.

3. Payment of Principal and Interest. Principal and interest shall be paid
as follows:

(a) Interest only at the Interest Rate on such amount of principal as may be
advanced from time to time, computed from the date of such advance, shall be payable
monthly commencing on January 1, 2018 and on the first day of each month thereafter
up to and including February 1, 2020 (“Last Interest Only Payment Date”).
Thereafter, consecutive monthly installments of principal and interest at the Interest
Rate, each in the amount of One Hundred Forty Nine Thousand Two Hundred Fourteen
and 83/100 Dollars (US $149,214.83), shall be payable on the first day of each month
beginning on March 1, 2020 (“Amortization Commencement Date”), until the entire
unpaid principal balance evidenced by this Note is fully paid. Notwithstanding the
foregoing, in the event that any principal under this Note is advanced after the Last
Interest Only Payment Date, for the period commencing on the Amortization
Commencement Date and continuing through the first day of the month following the
date on which the final advance of principal is made, the monthly instaliments of
principal and interest shall be reduced, as determined by the Lender, to equal the sum
of (i) interest accrued on this Note (at the Interest Rate) on the outstanding principal
balance during the prior month plus (ii) the principal payment due under the original
amortization schedule used in determining the monthly principal and interest payment
amount set forth above. In any event, the balance of the principal (if any) remaining
unpaid, plus accrued interest shall be due and payable on February 1, 2060 or on any
earlier date on which the unpaid principal balance of this Note becomes due and
payable, by acceleration or otherwise (“Maturity Date™).

(b) Solely for the purpose of calculating interest due, any regularly scheduled
monthly installment of principal and interest that is received by Lender before the date it
is due shall be deemed to have been received on the due date.

4. Security. The Indebtedness is secured by, among other things, a
mortgage, deed to secure debt or deed of trust dated as of the date of this Note

Previous editions are obsolets Note HUD-94001M (06/14)
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(“Security Instrument”), and reference is made to the Security Instrument for other
rights of Lender as to collateral for the Indebtedness.

5. Application of Payments. If at any time Lender receives, from Borrower
or otherwise, any amount applicable to the Indebtedness that is less than all amounts
due and payable at such time, Lender shall apply that payment to amounts then due
and payable in the manner and in the order set forth in Section 7(a)(3) of the Security
Instrument. Neither Lender’s acceptance of an amount that is less than all amounts
then due and payable nor Lender's application of such payment in the manner
authorized shall constitute or be deemed to constitute either a waiver of the unpaid
amounts or an accord and satisfaction. Notwithstanding the application of any such
amount to the Indebtedness, Borrower’s obligations under this Note shall remain
unchanged.

6. Acceleration. If a Monetary Event of Default occurs and is continuing for
a period of thirty (30) days, the entire unpaid principal balance, any accrued interest
and all other amounts payable to Lender under this Note and any other Loan Document
shall at once become due and payable, at the option of Lender, without any prior notice
to Borrower. If a Covenant Event of Default occurs and the Indebtedness is
accelerated as set forth in the Security Instrument, the entire unpaid principal balance,
any accrued interest, and all other amounts payable to Lender under this Note and any
other Loan Document shall at once become due and payable. Lender may exercise
this option to accelerate regardless of any prior forbearance. Upon Lender's exercise
of any right of acceleration under this Note, Borrower shall pay to Lender, in addition to
the entire unpaid principal balance of this Note outstanding at the time of the
acceleration, all accrued interest and all other sums due Lender under the Loan
Documents.

7. Late Charge. If any monthly amount payable under this Note or under
the Security Instrument or any other Loan Document is not received by Lender within
ten (10) days after the amount is due, Borrower shall pay to Lender, immediately and
without demand by Lender, a late charge equal to_two percent of the unpaid principal
and interest due in such month. Borrower acknowledges that its failure to make timely
payments will cause Lender to incur additional expenses in servicing and processing
the Loan, and that it is extremely difficult and impractical to determine those additional
expenses. Borrower agrees that the late charge payable pursuant to this Section
represents a fair and reasonable estimate, taking into account all circumstances
existing on the date of this Note, of the additional expenses Lender will incur by reason
of such late monthly payment.

8. Exculpation; Remedies.

(a) Except for personal liability expressly provided for in this Note or in the
Security Instrument or in the Regulatory Agreement, the execution of this Note shall
impose no personal liability upon Borrower and those parties listed in the Section 50
Addendum to the Regulatory Agreement for payment of the Indebtedness evidenced

Previous editions are obsolete Note HUD-24001M (06/14)
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thereby, and in the Event of Default, the holder of the Note shall look solely to the
Mortgaged Property in satisfaction of the Indebtedness and will not seek or obtain any
deficiency or personal judgment against Borrower and those parties listed in the Section
50 Addendum to the Regulatory Agreement, except such judgment or decree as may
be necessary to foreclose or bar its interest in the Mortgaged Property and all other
property mortgaged, pledged, conveyed or assigned to secure payment of the
Indebtedness; provided, that nothing in this Section 8 of this Note and no action so
taken shall operate to impair any obligation of Borrower under the Regulatory
Agreement.

(b) Notwithstanding Section 8(a) above, Borrower shall be liable to Lender
for any loss or damage suffered by Lender as a result of (1) failure of Borrower to pay
to Lender, upon demand after an Event of Default, all Rents to which Lender is entitled
under Section 3(a) of the Security Instrument and the amount of all security deposits
collected from tenants with existing Leases; (2) failure of Borrower to apply all
insurance proceeds and condemnation proceeds as required by Sections 19 and 20 of
the Security Instrument; (3) failure of Borrower to comply with Section 15 of the Security
Instrument relating to the delivery of books and records, statements, schedules and
reports; (4) Borrower’s acquisition of any property or operation of any business not
permitted by Section 33 of the Security Instrument; (5) a transfer or the granting of a
lien or encumbrance that is an Event of Default under Sections 17 and 21 of the
Security Instrument, other than a transfer consisting solely of the involuntary removal or
involuntary withdrawal of a general partner in a limited partnership or a manager in a
limited liability company; or (6) fraud or written material misrepresentation by Borrower
or any officer, director, general partner, member, manager or employee of Borrower in
connection with the Loan Application for or creation of the Indebtedness or any request
for any action or consent by Lender. These damages shall be paid only from the
available proceeds of an appropriate insurance policy or from Surplus Cash or other
escrow accounts.

{c) Notwithstanding Section 8(a) above, Borrower shall provide complete redress
as set forth in Section 45(c) of the Security Instrument and shall indemnify and hold
harmless the Indemnitees as set forth in Section 48 of the Security Instrument.

9. Voluntary and Involuntary Prepayments.

(a) This Note contains a prepayment restriction and prepayment
premium charge acceptable to HUD as to term, amount, and conditions, which are set
forth in the attached Rider 1. In the event of a default, pursuant to Program
Obligations, HUD may override any lockout or any prepayment premium, or
combination thereof, in Rider 1 on the last day of any calendar month during any year in
which the prepayment premium is greater than one percent (1%) in order to facilitate a
partial or full refinancing of the Mortgaged Property and avoid a mortgage insurance
claim.
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(b)  Any application by Lender of any collateral or other security to the
repayment of any portion of the unpaid principal balance of this Note prior to the
Maturity Date and in the absence of acceleration shall be deemed to be a partial
prepayment by Borrower, requiring the payment to Lender by Borrower of a prepayment
premium in the amount provided for in Section 9(a) or in Rider 1, as applicable.

(c) Notwithstanding the provisions of subsections (a) and (b) above: (1) any
payment made, other than as a result of acceleration, within 30 days of the Maturity
Date shall not be considered a prepayment, (2) any payment made in accordance with
Sections 19(f) or 20(b) of the Security Instrument shall not be considered a
prepayment, (3) no prepayment premium shall be payable with respect to any reduction
in the original principal amount of the Loan, or any prepayment, resulting from any cost
certification or other report required by HUD pursuant to Program Obligations, or (4) any
payment made pursuant to Section 13 of this Note shall not be considered a
prepayment.

(d)  Any permitted or required prepayment of less than the unpaid principal
balance of this Note shall not extend or postpone the due date of any subsequent
monthly instaliments or change the amount of such installments, unless Lender agrees
otherwise in writing.

(e) Borrower acknowledges that the provisions of this Note relating to
prepayment restrictions and prepayment premiums are a material part of the
consideration for the Loan, and acknowledges that the terms of this Note are in other
respects more favorable to Borrower as a result of the Borrower’s voluntary agreement
to such provisions.

() If the Indebtedness is paid in full while insured under the provisions of the
National Housing Act, as amended, the Borrower shall pay to the Lender such adjusted
mortgage insurance premium as may be required by Program Obligations.

{g)  All payments to reduce the principal balance hereunder, other than
regularly scheduled payments of principal, shall be made to Lender in immediately
available funds. Payments received after 2:00pm Eastern Time will be deemed to have
been received on the next Business Day.

10. Costs and Expenses. Borrower shall pay all expenses and costs,
including reasonable fees and out-of-pocket expenses of attorneys and expert
witnesses and costs of investigation and litigation (including appellate), incurred by
Lender as a result of any default under this Note or in connection with efforts to collect
any amount due under this Note, or to enforce the provisions of any of the other Loan
Documents, including those incurred in post-judgment collection efforts and in any
bankruptcy proceeding (including any action for relief from the automatic stay of any
bankruptcy proceeding) or judicial or non-judicial foreclosure proceeding.
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11.  Forbearance. Any forbearance by Lender in exercising any right or
remedy under this Note, the Security Instrument, or any other Loan Document, or
otherwise afforded by applicable law, shall not be a waiver of or preclude the exercise
of any other right or remedy. The acceptance by Lender of payment of all or any part of
the Indebtedness after the due date of such payment, or in an amount that is less than
the required payment, shall not be a waiver of Lender's right to require prompt payment
when due of all other payments on account of the Indebtedness or to exercise any right
or remedy for any failure to make prompt payment. Enforcement by Lender of any
security for the Indebtedness shall not constitute an election by Lender of remedies so
as to preclude the exercise of any other right or remedy available to Lender.

12. Waivers. Presentment, demand, notice of dishonor, protest, notice of
acceleration, notice of intent to demand or accelerate payment or maturity, presentment
for payment, notice of nonpayment, grace, and diligence in collecting the Indebtedness
are waived by Borrower.

13.  Loan Charges. If any applicable law limiting the amount of interest or
other charges permitted to be collected from Borrower in connection with the Loan is
interpreted so that any interest or other charge provided for in any Loan Document,
whether considered separately or together with other charges provided for in any Loan
Document, violates that law, and Borrower is entitied to the benefit of that law, that
interest or charge is hereby reduced to the extent necessary to eliminate that violation.
The amounts, if any, previously paid to Lender in excess of the permitted amounts shall
be applied by Lender to reduce the Indebtedness. For the purpose of determining
whether any applicable law limiting the amount of interest or other charges permitted to
be collected from Borrower has been violated, all Indebtedness that constitutes interest,
as well as all other charges made in connection with the Indebtedness that constitute
interest, shall be deemed to be allocated and spread ratably over the stated term of the
Note. Unless otherwise required by applicable law, such allocation and spreading shall
be effected in such a manner that the rate of interest so computed is uniform
throughout the stated term of this Note.

14. Commercial Purpose. Borrower represents that the Indebtedness is
being incurred by Borrower solely for the purpose of carrying on a business or
commercial enterprise, and not for personal, family or household purposes.

15.  Counting of Days. Except where otherwise specifically provided, any
reference in this Note to a period of “days” means calendar days, not Business Days.

16. Governing Law; Consent to Jurisdiction and Venue.

(a)  This Note and the Security Instrument, if it does not itself expressly
identify the law that is to apply to it, shall be governed by the laws of the jurisdiction in
which the Land is located (“Property Jurisdiction”), except so long as the Loan is
insured or held by HUD, federal law will apply to HUD’s rights and remedies where state
or local laws are preempted by federal law.
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(b)  Borrower agrees that any controversy arising under or in relation to this
Note or the Security Instrument shall be litigated exclusively in the Property Jurisdiction
except as, so long as the Loan is insured or held by HUD and solely as to rights and
remedies of HUD, federal jurisdiction may be appropriate pursuant to any federal
requirements. The state courts, and with respect to HUD's rights and remedies, federal
courts and Governmental Authorities in the Property Jurisdiction, shall have exclusive
jurisdiction over all controversies which shall arise under or in relation to this Note, any
security for the Indebtedness, or the Security Instrument. Borrower irrevocably
consents to service, jurisdiction, and venue of such courts for any such litigation and
waives any other venue to which it might be entitled by virtue of domicile, habitual
residence or otherwise.

17. Rules of Construction. The captions and headings of the Sections of
this Note are for convenience only and shall be disregarded in construing this Note.
Any reference in this Note to a “Section” shall, unless otherwise explicitly provided, be
construed as referring, respectively, to a Section of this Note. Use of the singular in this
Note includes the plural and use of the plural includes the singular. As used in this
Note, the term “including” means “including, but not limited to.”

18. Notices. All notices, demands and other communications required or
permitted to be given by Lender to Borrower or Borrower to Lender pursuant to this
Note shall be given in accordance with Section 31 of the Security Instrument.

19. Federal Remedies. In addition to any rights and remedies set forth in the
Regulatory Agreement between Borrower and HUD, HUD has rights and remedies
under federal law so long as HUD is the insurer or holder of the Loan, including but not
limited to the right to foreclose pursuant to the Multifamily Mortgage Foreclosure Act of
1981, as amended, 12 U.S.C. § 3701, et seq., as amended, when HUD is the holder of
the Note.

20. Termination of HUD Rights and Remedies. At such time as HUD no
longer insures or holds this Note, (a) all rights and responsibilities of HUD shall
conclude, all mortgage insurance and references to mortgage insurance premiums, all
references to HUD, GNMA and Program Obligations and related terms and provisions
shall cease, and all rights and obligations of HUD shall terminate; (b) all obligations and
responsibilities of Borrower to HUD shall likewise terminate; and (c) all obligations and
responsibilities of Lender to HUD shall likewise terminate; provided, however, nothing
contained in this Section 20 shall in any fashion discharge Borrower from any
obligations to HUD under the Regulatory Agreement or Program Obligations or Lender
from any obligations to HUD under Program Obligations, which occurred prior to
termination of the Contract of Insurance or Regulatory Agreement, as applicable. The
provisions of this Section 20 shall be given effect automatically upon the termination of
the Contract of Insurance or the transfer of this Note and the Security Instrument by
HUD to another party, provided that upon the request of Borrower, Lender or the party
to whom the Note or the Security Instrument has been transferred, at no cost to HUD,

Previous editions are obsolete Note HUD-84001M (06/14)
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HUD shall execute such documents as may be reasonably requested to confirm the
provisions of this Section 20.

21. WAIVER OF TRIAL BY JURY. BORROWER AND LENDER EACH
(a) AGREES NOT TO ELECT A TRIAL BY JURY WITH RESPECT TO ANY ISSUE
ARISING OUT OF THIS NOTE OR THE RELATIONSHIP BETWEEN THE PARTIES
AS LENDER AND BORROWER THAT IS TRIABLE OF RIGHT BY A JURY AND
(b) WAIVES ANY RIGHT TO TRIAL BY JURY WITH RESPECT TO SUCH ISSUE TO
THE EXTENT THAT ANY SUCH RIGHT EXISTS NOW OR IN THE FUTURE. THIS
WAIVER OF RIGHT TO TRIAL BY JURY IS SEPARATELY GIVEN BY EACH PARTY,
KNOWINGLY AND VOLUNTARILY WITH THE BENEFIT OF COMPETENT LEGAL
COUNSEL.

See Rider 1 to Note containing modifications to the Note, attached hereto and
incorporated herein by this reference.

Previous editions are obsolete Note HUD-84001M (06/14)
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IN WITNESS WHEREOF, Borrower has signed and delivered this Note or has
caused this Note to be signed and delivered by its duly authorized representative as of
the date first above written.

D4FR LLC,
a Texas limited | ﬂabiﬁtycompaﬁny
e Vs

M‘) P
By: — .
_" Timothy-Barton, President

Previcus editions are obsclete Note HUD-84001M (06/14)
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NOTE (Multistate)

State of Texas

D4FRLLC
To

Greystone Servicing Corporation, Inc.

Project No.: 113-35682

Initially endorsed for insurance under §221(d)(4) of the National Housing Act, as
amended, and regulations published thereunder in effect on August 25, 2017 to the
extent of gdvances roved by HUD.

By: _ s 5 ‘ Date:&,w&( H,2ﬂ ”

D RN
Print Name: _\ S0, %00 (@Q}ﬁ‘f‘@\\
Title: Authorized Representative\ -3/

s R »- )7 P
At final endorsement, a total sum of $ 5(?1,,2 uU o0 /é; has been approved for
insurance hereunder by HUD. !

oy [fFapen L 7 Cngt” pate:Darenler’7 2020
Print Name: ,/%M - M«éy (L &WM

Title: Authorized Representative

Previous editions are obsolete Note HUD-84001M (06/14)
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RIDER 1 TO NOTE
From
D4FR LLC
TO
GREYSTONE SERVICING CORPORATION, INC.
In the original principal sum of $36,240,000.00

1. This Rider 1 to Note (this “Rider”) is attached to and made a part of the Note
from D4FR LLC, a Texas limited liability company (the “Borrower”), to Greystone
Servicing Corporation, Inc., a Georgia corporation (the “Lender”) dated as of December
1, 2017 (the "Note").

2, Borrower shall not have the right to prepay the indebtedness evidenced hereby
in whole or in part at any time prior to March 1, 2020. Borrower shall have the right, on
or after March 1, 2020, to prepay the indebtedness evidenced hereby in whole on the
last day of any calendar month after such date during the term hereof, upon at least
thirty (30) days prior written notice to the holder of this Note, which notice shall specify
the date on which the prepayment is to be made, the principal amount of such
prepayment and the total amount to be paid. In the event of any prepayment of
principal at any time on or after March 1, 2020, the Borrower shall concurrently pay to
the holder of this Note a prepayment premium equal to the following designated
percentages of the amount of principal of this Note to be so prepaid with respect to any
prepayment which occurs during the following indicated time periods:

from March 1, 2020 through February 28, 2021 10%
from March 1, 2021 through February 28, 2022 10%
from March 1, 2022 through February 28, 2023 8%
from March 1, 2023 through February 29, 2024 7%
from March 1, 2024 through February 28, 2025 6%
from March 1, 2025 through February 28, 2026 5%
from March 1, 2026 through February 28, 2027 4%
from March 1, 2027 through February 29, 2028 3%
from March 1, 2028 through February 28, 2029 2%
from March 1, 2029 through February 28, 2030 1%
from March 1, 2030 and thereafter None
FHA# 113-35682 Rider 1 to Note Parc at Windmill Farms Apariments
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Notwithstanding any partial prepayment of principal made pursuant to the privilege of
prepayment set forth in this Note, the Borrower shall not be relieved of its obligations to
make scheduled monthly instaliments of principal and interest as and when such
payments are due and payable under this Note.

3. Notwithstanding the provisions of Paragraph 2 above, the provisions of
Paragraph 2 shall not apply, and no prepayment premium shall be collected by the
holder of this Note, with respect to any prepayment which is made by or on behalf of
the Maker from insurance proceeds as a result of damage to the mortgaged premises
or condemnation awards which, at the option of the holder of this Note, may be applied
to reduce the indebtedness of Maker evidenced hereby pursuant to the terms of the
Deed of Trust of even date given by Maker to the holder of this Note to secure said
indebtedness. Any prepayment made pursuant to this Paragraph 3 shall be deemed to
have been made on the last day of the month in which such payment is received by
holder.

[signatures appear on subsequent page]

FHA# 113-35682 Rider 1 to Note Parc at Windmill Farms Apartments
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The Borrower has executed this Rider to Note on the date first above written.

BORROWER:

D4FR LLC,

a Texas limited fiabi[@y,,CMﬁanT“)
fﬂ(,.w"”’” e ﬁ/)

™ ~ ﬂ// ’

e -
,,w-: P ,w"’/ " e

By: T T
Timothy-Baron, President

/

END OF RIDER 1

PagelD 5907

FHA# 113-35682

Rider 1 to Note Parc at Windmill Farms Apartments
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ALLONGE BY
GREYSTONE SERVICING COMPANY LLC
OF THE
NOTE DATED
DECEMBER 1, 2017
IN THE PRINCIPAL SUM OF $36,240,000.00
FROM
D4FR LLC,
a Texas limited liability company
to
GREYSTONE SERVICING CORPORATION, INC,,
a Georgia corporation

PAY TO THE ORDER OF:

WITHOUT RECOURSE:

GREYSTONE SERVICING COMPANY LLC
f/k/a GREYSTONE SERVICING CORPORATION, INC.

.
L/ ,

BY: A, g [ Yo ) e
Leslie F. Dominy ™ J
Senior Vice President
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EXHIBIT A-2
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1

Borrower’s Oath U.S. Department of Housing OMB Approval No. 2502-0598
(For Residential Housing and Urban Development (Exp. 06/30/2017)
but not Section 232 Projects) Office of Housing

Public Reporting Burden for this collection of information is estimated to average 0.5 hours per response, including the time for
reviewing instructions, searching existing data sources, gathering and maintaining the data needed, and completing and reviewing
the collection of information. Response to this request for information is required in order to receive the benefits to be derived.
This agency may not collect this information, and you are not required to complete this form unless it displays a currently valid
OMB control number. While no assurance of confidentiality is pledged to respondents, HUD generally discloses this data only in
response to a Freedom of Information Act request.

Date: December 1, 2017 Project No. 113-35682
Project Name: Parc at Windmill Farms Apartments

To the U.S. Department of Housing and Urban Development (HUD):

(The definition of any capitalized term or word used herein can be found in this
Borrower's Oath, the Regulatory Agreement between Borrower and HUD, the Note,
and/or the Security Instrument.)

In accordance with the stated intent of Congress, HUD's regulations implementing the
National Housing Act, and the Regulatory Agreement between Borrower and HUD, the
undersigned hereby certifies under oath that so long as the Loan made pursuant to the
Security Instrument is insured or held by HUD:

(1) That, to carry out the intent of Section 513 of the National Housing Act, as
amended, no part of the Mortgaged Property will be rented for a period of less than
thirty days or used for transient or hotel purposes, and said Mortgaged Property shall be
used principally for residential use;

(2) That the Mortgaged Property will not be sold while the Loan insurance is in
effect or the Security Instrument is held by HUD unless the purchaser files with HUD a
like certification executed by such purchaser under oath;

(3) Borrower has not and will not enter into any agreement with any party other
than Lender in conjunction with the Loan transaction that allows for perfection of any
portion of the UCC Collateral through control under the UCC;

(4) That to Borrower's knowledge, there are no proposed change(s) of law,
ordinance, or governmental regulation (proposed in a formal manner by elected or
appointed officials) that, if enacted or promulgated after the commencement of
construction/rehabilitation, would require a modification to the Project, and/or prevent
the Project from being completed in accordance with the Drawings and Specifications
dated March 31, 2017, executed by Borrower and N.E. Construction, LLP and referred
to in the Construction Contract.

Each signatory below hereby certifies under oath that each of their statements and
representations contained in this Borrower's Oath and all their supporting
documentation thereto are true, accurate, and complete. This Borrower's Oath has

Previous editions are obsolete; Borrower's Qath HUD-82478M (06/14)
Replaces form FHA-2478 (06/66)
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2

been made, presented, and delivered for the purpose of influencing an official action of
HUD in insuring the Loan, and may be relied upon by HUD as a true statement of the
facts contained therein. '

D4FR LLC,

a Texas Iimi?d)a@ny

By:

_~TimotHf Barton, President

Dated: Effective as of December 1, 2017, Executed on December S , 2017

Warning

Any person who knowingly presents a false, fictitious, or fraudulent
statement or claim in a matter within the jurisdiction of the U.S.
Department of Housing and Urban Development is subject to criminal
penalties, civil liability, and administrative sanctions.

NOTE: THE FOREGOING CERTIFICATION MUST BE GIVEN UNDER OATH IN
ACCORDANCE WITH STATE LAW REQUIREMENTS FOR TAKING AN OATH.

Previous editions are obsolete; Borrower's Oath HUD-92478M (06/14)
Replaces form FHA-2478 (06/66)
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3

Notary Acknowledgment for Borrower

County of _Dallas, )

)ss.

State of P )

Personally appeared before me this § day of _} ¥k < , 2017,
Timothy Barton who, after being duly sworn, says that he is the President of D4FR
LLC, a limited liability company organized and existing under the laws of the Texas and
that he/she has authority to execute under oath and has so executed the above
certification for and on behaif of such limited liability company, and for himself.

=

Notary Public
My commission expires: ‘S“J"-! .7\( 0K

. My Commission Expites

St SASKYA BEDOYA
-": Notary Public, sigte of Texas
Juiy 21, 2018

SEAL]

Previous editions are obsolete; Borrower's Qath HUD-92478M (06/14)
Replaces form FHA-2478 (06/66)
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EXHIBIT A-3
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EXHIBIT A-4
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SOUTHERN PROPERTIES CAPITAL, LTD
1603 LBJ Freeway, Suite 800
Dallas, Texas 75234

December ___, 2017
IJMJ Development, LLC
1755 Wittington Place, Suite 340
Farmers Branch, Texas 75234

Re: Southern Properties Capital, LTD (“Lender”) $7,300,000.00 loan
(the “Loan”) to JMJ Development, LLC (“Borrower™)

Gentlemen;

This letter loan agreement (the “Letter Loan Agreement”) is executed by Lender and Borrower
and will evidence and govern certain terms and provisions of the Loan. As a condition to closing
of the Loan, Borrower shall deliver to Lender or perform the following:

1. Borrower shall execute and deliver to Lender a counterpart of this Letter Loan
Agreement, the Promissory Note and the Assignment of Pledge and Security Agreement
pledging the interest in IMJAV LLC and JMID4, LLC.

2. All of the member interest in JMJAV LLC and in JMID4 LLC have been pledged to
Borrower by the owners of such member interests, TRWF LLC, JMJAV LLC and Enoch
Investments, LLC. Borrower shall execute an Assignment of Pledge and Security
Agreement which will assign such pledged member interests to Lender. Borrower shall
cause the Agreement and Acknowledgment attached to the Pledge and Security
Agreement which has been assigned to Lender to be executed by JMJAV LLC and
JMJID4 LLC (the “Pledged Entities™).

3. Lender shall have received a closing statement setting forth the source and uses of all
funds related to the Loan.

4. Lender shall have received the following documents with respect to each of the Pledged
Entities:

Certificate of formation

Operating agreement

Organizational meeting minutes

Certificate of existence from Secretary of State of formation

Certificate of good standing or account status from state of formation

Certificate of qualification to do business in Texas for any foreign entity, along with

certificate of account status
g. All certificates of member interest issued to Guarantor

5. Lender shall have received the following documents with respect to Borrower:
a. Certificate of formation
b. Operating agreement

e e T
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c. Certified copy of resolutions authorizing the borrowing
d. Certificate of existence
e. Certificate of good standing

6. Borrower shall have paid all attomneys’ fees and other costs incurred by Lender in
connection with the Loan.

7. Borrower shall have delivered to Lender such additional documents as Lender may have
reasonably requested in connection with the closing of the Loan, including, but not
limited to the organizational documents of Borrower and resolutions authorizing the
Loan.

8. Lender and Borrower anticipate that the Loan will not be fully funded at closing. From
time to time thereafter, Lender may advance additional funds under the Promissory Note
in order to provide the Borrower with funds for its ongoing operations. Any such
advances shall bear interest and be repayable as set forth in the Promissory Note. Upon
request, Borrower shall execute such additional documents or new notes as Lender may
reasonably request in order to evidence any such additional advances.

9. “Event of Default”, shall mean any event of default under the Promissory Note, Pledge
and Security Agreement, Guaranty and under this Letter Loan Agreement and shall also
include any event of default related to any financing (the “D4FR Loan”) provided to
DA4FR, LLC in connection with the construction and operation of its real property and
which is secured by such real property. Upon the occurrence of any default under the
D4FR Loan, regardless of whether any party is or may be entitled to cure such default
and regardless of whether the holder of such loan has commenced the exercise of
remedies, Lender shall be entitled to exercise any and all remedies available under any of
the documents evidencing, securing or governing the loan or at law or in equity.
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LENDER:
Southem Properties Capital, LTD
By:

Name:
Title:

BORROWER:

JMJ Development, LL.C
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FIRST AMENDMENT TO
LETTER LOAN AGREEMENT

THIS FIRST AMENDMENT TO LETTER LOAN AGREEMENT (the
“Amendment”), dated as of October 25, 2019, is entered into by JMJ Development, LLC, a
Texas limited liability company (the “Borrower™) and Southern Properties Capital LTD, a
British Virgin Island company (the “Lender”).

WHEREAS, the Borrower and Lender are parties to that certain Letter Loan
Agreement, dated on or about December 14, 2017 (the “Letter Loan Agreement”), in the
amount of $7,300,000.00 (the “Loan™);

WHEREAS, the Borrower and Lender desire to amend the Letter Loan Agreement by
increasing the amount of the Loan to $8,300,000.00.

NOW THEREFORE, in consideration of the premises and for other good and
valuable consideration, the receipt and sufficiency of which are hereby acknowledged, it is
here agreed by each party hereto as follows:

1. Itis hereby agreed and understood that the Letter Loan Agreement shall be amended by
increasing the Loan to $8,300,000.00 (the “Amended Loan™).

2. Except as amended hereby, all terms, conditions and provisions of the Original Promissory
Note shall remain in full force and effect as originally written.

[Signatures on next page]

First Amendment to Letter Loan Agreement — Parc at Windmill Farms
SPC to JMJ Development
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IN WITNESS WHEREOF, the parties hereto have duly executed this First Amendment

to Letter Loan Agreement, as of the date and year first above written.

BORROWER:

JMIJ Development, LLC
a Texas limited liability company

By:
" Timoth§ Barton, President

Accepted By:
LENDER:

Southem Properties Capital LTD
a British Virgin Island company

J h

Daniel J. Moos, President

First Amendment to Letter Loan Agreement — Parc at Windmill Farms
SPC to JMJ Development
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EXHIBIT A-6
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SECOND AMENDMENT TO
LETTER LOAN AGREEMENT

THIS SECOND AMENDMENT TO LETTER LOAN AGREEMENT (the
“Amendment”), dated May 31, 2021, is entered into by JMJ Development, LLC, a Texas
limited liability company (the “Borrower”) and Southern Properties Capital LTD, a British
Virgin Island company (the “Lender”).

WHEREAS, the Borrower and Lender are parties to that certain Letter Loan Agreement,
dated on or about December 14, 2017 (the “Letter Loan Agreement”), in the amount of
$7,300,000.00 (the “Loan™) as evidenced by a Promissory Note of even date therewith, as
amended (“Note™) and a ;

WHEREAS, the Letter Loan Agreement was amended by a First Amendment to Letter
Loan Agreement, dated October 25, 2019, to increase the Loan to $8,300,000.00 (the “Amended
Loan™);

) WHEREAS, Borrower entered into a Development Agreement with D4FR, LLC, a
Texas limited liability company dated November 6, 2017 for the development of the property
described therein;

WHEREAS, the Borrower and Lender desire to amend the Letter Loan Agreement to
add an additional Event of Default, as defined in the Letter Loan Agreement;

NOW THEREFORE, in consideration of the premises and for other good and valuable
consideration, the receipt and sufficiency of which are hereby acknowledged, it is agreed by each
party hereto as follows:

1. It is hereby agreed and understood that an Event of Default, as defined in the Letter Loan
Agreement, shall also mean the following:

“any event of default under the Development Agreement. Upon the occurrence of
any default under the Development Agreement, regardless of whether any party is
or may be entitled to cure such default and regardless of whether the either party
of the Development Agreement has commenced the exercise of remedies, Lender
shall be entitled to exercise any and all remedies available under the Development
Agreement or at law or in equity.

SECOND AMENDMENT TO LETTER AGREEMENT — Page 1
1176315_1 IMI — Parc at Windmill Farms (6915.0016)
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2. Except as amended hereby, all terms conditions and provisions of the Letter Loan
Agreement, Note and any other loan document related to the Loan shall remain in full
force and effect as originally written.

IN WITNESS WHEREQOF, the parties hereto have duly executed this Second Amendment to
Letter Loan Agreement, as of the date and year first above written.
BORROWER:

JMIJ Development, LLC
a Texas limited liability ¢

By:
'/Tﬁothy arton, President
LENDER:

Southern Properties Capital LTD
a British Virgin Island company

By:

Erik Johnson, President

SECOND AMENDMENT TO LETTER AGREEMENT — Page 2
1176315_1 JMl — Parc at Windmill Farms (6915.0016)
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2. Except as amended hereby, all terms conditions and provisions of the Letter Loan
Agreement, Note and any other loan document related to the Loan shall remain in full
force and effect as originally written.

IN WITNESS WHEREQOF, the parties hereto have duly executed this Second Amendment to
Letter Loan Agreement, as of the date and year first above written.
BORROWER:

JMIJ Development, LLC
a Texas limited liability company

By:

Timothy Barton, President

LENDER:
Southern Properties Capital LTD
a British Virgin Island company
7

/L/{

By: -
Erik Johnson, President

SECOND AMENDMENT TO LETTER AGREEMENT — Page 2
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PROMISSORY NOTE

$7,300,000.00 December 2017

FOR VALUE RECEIVED, JMJ DEVELOPMENT, LLC, a Texas limited liability
company (“Borrower”), having an address of 1755 Wittington Place, Suite 340, Farmers Branch,
Texas 75234, hereby promises to pay to the order of SOUTHERN PROPERTIES CAPITAL,
LTD, a British Virgin Islands corporation (together with its successors and assigns and any
subsequent holders of this Promissory Note, the “Lender™), as hereinafter provided, the principal
sum of SEVEN MILLION THREE HUNDRED THOUSAND AND NO/100THS
DOLLARS ($7,300,000.00) or so much thereof as may be advanced or readvanced by Lender
from time to time hereunder to or for the benefit or account of Borrower, together with interest
thereon at the Note Rate (as hereinafter defined), and otherwise in strict accordance with the
terms and provisions hereof.

ARTICLE ONE
DEFINITIONS

1.1 Defined Terms. Any capitalized terms used in this Promissory Note (“Note™) are
defined as they are introduced or in Section 4.22 hereof. All terms used herein, whether or not
defined hereof, and whether used in singular or plural form, shall be deemed to refer to the object
of such term whether such is singular or plural in nature, as the context may suggest or require.

ARTICLE II
PAYMENT TERMS

2.1 Payment of Principal and Interest. Prior to any Event of Default, as defined in
Section 2.8 hereof, interest on the principal balance of this Note shall accrue at the rate of five
percent (5.0%) per annum (“Applicable Rate™). No payments shall be due hereunder until May
1, 2020 (“Maturity Date™), when the entire remaining unpaid principal balance of this Note and
any and all accrued but unpaid interest herein shail be due and payable in full.

2.2 Application. Except as expressly provided herein to the contrary, all payments on
this Note shall be applied in the following order of priority: (i) the payment or reimbursement of
any expenses, costs or obligations (other than the outstanding principal balance hereof and
interest hereon), including, without limitation, any and all fees owed to Lender, for which either
Borrower shall be obligated or Lender shall be entitled pursuant to the provisions of this Note or
the other Loan Documents, (ii) the payment of accrued but unpaid interest hereon, and (iii) the
payment of all or any portion of the principal balance hereof then outstanding hereunder, in the
direct order of maturity. If an Event of Default exists under this Note or under any of the other
Loan Documents, then Lender may, at the sole option of Lender, apply any such payments, at
any time and from time to time, to any of the items specified in clauses (i), (ii) or (iii) above
without regard to the order of priority otherwise specified in this Section and any application to
the outstanding principal balance hereof may be made in either direct or inverse order of
maturity.

Promissory Note
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2.3 Payments. All payments under this Note made to Lender shail be made on the
first (1*") day of each month, without offset, in lawful money of the United States of America,
which shall at the time of payment be legal tender in payment of all debts and dues, public and
private. Payments by check or draft shall not constitute payment in immediately available funds
until the required amount is actually received by Lender in full. Payments in immediately
available funds received by Lender in the place designated for payment on a Business Day prior
to 12:00 noon Central time at said place of payment shall be credited prior to the close of
business on the Business Day received, while payments received by Lender on a day other than a
Business Day or after 12:00 noon Central time on a Business Day shall not be credited until the
next succeeding Business Day. If any payment of principal or interest on this Note shall become
due and payable on a day other than a Business Day, such payment shall be made on the next
succeeding Business Day. Any such extension of time for payment shall be included in
computing interest which has accrued and shall be payable in connection with such payment.

2.4 Computation Period. Interest on the indebtedness evidenced by this Note shall be
computed on the basis of a three hundred sixty (360) day year and shall accrue at the Applicable
Rate on the actual number of days elapsed for any whole month in which interest is being
calculated, but on the actual number of days for any partial month in which interest is being
calculated. In computing the number of days during which interest accrues, the day on which
funds are initially advanced shall be included regardless of the time of day such advance is made,
and the day on which funds are repaid shall be included unless repayment is credited prior to the
close of business on the Business Day received.

2.5  Prepayment. This Note may not be prepaid in part or in full.

2.6  Unconditional Payment. Borrower is and shall be obligated to pay all principal,
interest and any and all other amounts which become payable under this Note or under any of the
other Loan Documents absolutely and unconditionally and without any abatement,
postponement, diminution or deduction whatsoever and without any reduction for counterclaim
or setoff whatsoever. If at any time any payment received by Lender hereunder shall be deemed
by a court of competent jurisdiction to have been a voidable preference or fraudulent conveyance
under any Debtor Relief Law, then the obligation to make such payment shall survive any
cancellation or satisfaction of this Note or return thereof to Borrower and shall not be discharged
or satisfied with any prior payment thereof or cancellation of this Note, but shall remain a valid
and binding obligation enforceable in accordance with the terms and provisions hereof, and such
payment shall be immediately due and payable upon demand.

2.7  Partial or Incomplete Payments. Remittances in payment of any part of this Note
other than in the required amount in immediately available funds at the place where this Note is
payable shall not, regardless of any receipt or credit issued therefor, constitute payment until the
required amount is actually received by Lender in full in accordance herewith and shall be made
and accepted subject to the condition that any check or draft may be handled for collection in
accordance with the practice of the collecting bank or banks. Acceptance by Lender of any
payment in an amount less than the full amount then due shall be deemed an acceptance on
account only, and the failure to pay the entire amount then due shall be and continue to be an
Event of Default in the payment of this Note.
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2.8  Interest on Unpaid Interest, Late Payment Charges; Default Interest Rate, Etc. In
the event any payment of interest is not paid on the date when due, interest shall accrue thereon
as set forth herein on a compounded basis until paid in full. Further, in the event any Monthly
Payment is not paid within ten (10) days of the date when due, Borrower shall pay a late
payment charge in an amount equal to five percent (5%) of the late payment in order to offset
Lender’s increased administrative costs resulting from such late payment. For so long as any
Event of Default exists under this Note or under any of the other Loan Documents, and in
addition to all other rights and remedies of Lender hereunder, interest shall accrue on the
outstanding principal balance hereof at the Default Interest Rate, and such accrued interest shall
be immediately due and payable. Borrower acknowledges that it would be extremely difficult or
impracticable to determine Lender’s actual damages resulting from any late payment or Event of
Default, and such late charges and accrued interest are reasonable estimates of those damages
and do not constitute a penalty. Borrower shall also pay an additional $35.00 fee for any check
which is not honored.

ARTICLE 111
EVENT OF DEFAULT AND REMEDIES

3.1  Event of Default. The occurrence or happening, at any time and from time to
time, of any one or more of the following shall immediately constitute an “Event of Default”
under this Note:

(@) Prior to the Maturity Date, by acceleration or otherwise, Borrower shall
fail, refuse or neglect to pay and satisfy, in full and in the applicable method and manner
required, any required payment of principal or interest or any other portion of the
indebtedness evidenced by this Note as and when the same shall become due and payable
or within five (5) days of such date, whether at the stipulated due date thereof, at a date
fixed for payment, or immediately on the Maturity Date, by acceleration or otherwise
Borrower shall fail, refuse or neglect to pay and satisfy in full and in the applicable
method and manner required, the indebtedness evidenced by this Note; or

(b)  The occurrence of any other default, breach or event of default as defined
in or under this Note or any other Loan Document that remains uncured under and
pursuant to the provisions of this Note or any other Loan Document.

3.2 Remedies. Upon the occurrence of an Event of Default, Lender shall have the
immediate right, at the sole discretion of Lender and without notice, demand, presentment, notice
of nonpayment or nonperformance, protest, notice of protest, notice of intent to accelerate, notice
of acceleration, or any other notice or any other action (ALL OF WHICH BORROWER
HEREBY EXPRESSLY WAIVES AND RELINQUISHES) (i) to declare the entire unpaid
balance of the indebtedness evidenced by this Note (including, without limitation, the
outstanding principal balance hereof, including all sums advanced or accrued hereunder or under
any other Loan Document, and all accrued but unpaid interest thereon) at once immediately due
and payable (and upon such declaration, the same shall be at once immediately due and payable)
and may be collected forthwith, whether or not there has been a prior demand for payment and
regardless of the stipulated date of maturity, (ii) to foreclose any liens and security interests
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securing payment hereof or thereof (including, without limitation, any liens and security interests
covering any portion of the mortgaged Property), and (iii) to exercise any of Lender’s other
rights, powers, recourses and remedies under this Note, under any other Loan Document, or at
law or in equity, and the same (a) shall be cumulative and concurrent, (b) may be pursued
separately, singly, successively, or concurrently against Borrower or others obligated for the
repayment of this Note or any part hereof, or against any one or more of them, or against the
mortgaged Property, at the sole discretion of Lender, (c) may be exercised as often as occasion
therefor shall arise, it being agreed by Borrower that the exercise, discontinuance of the exercise
of or failure to exercise any of the same shall in no event be construed as a waiver or release
thereof or of any other right, remedy, or recourse, and (d) are intended to be, and shall be,
nonexclusive. All rights and remedies of Lender hereunder and under the other Loan Documents
shall extend to any period after the initiation of foreclosure proceedings, judicial or otherwise,
with respect to the mortgaged Property or any portion thereof. Without limiting the provisions of
Section 4.18 hereof, if this Note, or any part hereof, is collected by or through an attorney-at-law,
Borrower agrees to pay all costs and expenses of collection, including, but not limited to,
Lender’s attorneys’ fees, whether or not any legal action shall be instituted to enforce this Note
and whether or not such attorneys’ fees shall be related to any bankruptcy proceeding of
Borrower.

ARTICLE IV
GENERAL PROVISIONS

4.1  No Waiver; Amendment. No failure to accelerate the indebtedness evidenced by
this Note by reason of an Event of Default hereunder, acceptance of a partial or past due
payment, or indulgences granted from time to time shall be construed (i) as a novation of this
Note or as a reinstatement of the indebtedness evidenced by this Note or as a waiver of such right
of acceleration or of the right of Lender thereafter to insist upon strict compliance with the terms
of this Note, or (ii) to prevent the exercise of such right of acceleration or any other right granted
under this Note, under any of the other Loan Documents or by any applicable laws. Bortower
hereby expressly waives and relinquishes the benefit of any statute or rule of law or equity now
provided, or which may hereafter be provided, which would produce a result contrary to or in
conflict with the foregoing. The failure to exercise any remedy available to Lender shall not be
deemed to be a waiver of any rights or remedies of Lender under this Note or under any of the
other Loan Documents, or at law or in equity. No extension of the time for the payment of this
Note or any installment due hereunder, made by agreement with any person now or hereafter
liable for the payment of this Note, shall operate to release, discharge, modify, change or affect
the original liability of Borrower under this Note, either in whole or in part, unless Lender
specifically, unequivocally and expressly agrees otherwise in writing. This Note may not be
changed orally, but only by an agreement in writing signed by the party against whom
enforcement of any waiver, change, or modification is sought.

42  Waivers. EXCEPT AS SPECIFICALLY PROVIDED IN THE LOAN
DOCUMENTS TO THE CONTRARY, BORROWER AND ANY ENDORSERS OR
GUARANTORS HEREOF SEVERALLY WAIVE AND RELINQUISH PRESENTMENT FOR
PAYMENT, DEMAND, NOTICE OF NONPAYMENT OR NONPERFORMANCE,
PROTEST, NOTICE OF PROTEST, NOTICE OF INTENT TO ACCELERATE, NOTICE OF
ACCELERATION OR ANY OTHER NOTICES OR ANY OTHER ACTION. BORROWER
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AND ANY ENDORSERS OR GUARANTORS HEREOF SEVERALLY WAIVE AND
RELINQUISH, TO THE FULLEST EXTENT PERMITTED BY LAW, ALL RIGHTS TO THE
BENEFITS OF ANY MORATORIUM, REINSTATEMENT, MARSHALING,
FORBEARANCE, VALUATION, STAY, EXTENSION, REDEMPTION, APPRAISEMENT,
EXEMPTION AND HOMESTEAD NOW OR HEREAFTER PROVIDED BY THE
CONSTITUTION AND LAWS OF THE UNITED STATES OF AMERICA AND OF EACH
STATE THEREOF, BOTH AS TO ITSELF AND IN AND TO ALL OF ITS PROPERTY,
REAL AND PERSONAL, AGAINST THE ENFORCEMENT AND COLLECTION OF THE
OBLIGATIONS EVIDENCED BY THIS NOTE OR BY THE OTHER LOAN DOCUMENTS.

4,3 Interest Provisions.

(a)  Savings Clause. 1t is expressly stipulated and agreed to be the intent of
Borrower and Lender at all times to comply strictly with the applicable Texas law
governing the maximum rate or amount of interest payable on the indebtedness evidenced
by this Note (or applicable United States federal law to the extent that it permits Lender
to contract for, charge, take, reserve or receive a greater amount of interest than under
Texas law). If the applicable law is ever judicially interpreted so as to render usurious
any amount (i) contracted for, charged, taken, reserved or received pursuant to this Note,
any of the other Loan Documents or any other communication or writing by or between
Borrower and Lender related to the transaction or transactions that are the subject matter
of the Loan Documents, (ii) contracted for, charged, taken, reserved or received by
reason of Lender’s exercise of the option to accelerate the maturity of this Note, or
(iif) Borrower will have paid or Lender will have received by reason of any voluntary
prepayment by Borrower of this Note, then it is Borrower’s and Lender’s express intent
that all amounts charged in excess of the Maximum Lawful Rate shall be automatically
canceled, ab initio, and all amounts in excess of the Maximum Lawful Rate theretofore
collected by Lender shall be credited on the principal balance of this Note (or, if this Note
has been or would thereby be paid in full, refunded to Borrower), and the provisions of
this Note and the other Loan Documents shall immediately be deemed reformed and the
amounts thereafter collectible hereunder and thereunder reduced, without the necessity of
the execution of any new document, so as to comply with the applicable law, but so as to
permit the recovery of the fullest amount otherwise called for hereunder and thereunder;
provided, however, if this Note has been paid in full before the end of the stated term of
this Note, then Borrower and Lender agree that Lender shall, with reasonable promptness
after Lender discovers or is advised by Borrower that interest was received in an amount
in excess of the Maximum Lawful Rate, either refund such excess interest to Borrower
and/or credit such excess interest against this Note then owing by Borrower to Lender.
Borrower hereby agrees that as a condition precedent to any claim seeking usury
penalties against Lender, Borrower will provide written notice to Lender, advising
Lender in reasonable detail of the nature and amount of the violation, and Lender shall
have sixty (60) days afier receipt of such notice in which to correct such usury violation,
if any, by either refunding such excess interest to Borrower or crediting such excess
interest against this Note then owing by Borrower to Lender. All sums contracted for,
charged, taken, reserved or received by Lender for the use, forbearance or detention of
any debt evidenced by this Note shall, to the extent permitted by applicable law, be
amortized or spread, using the actuarial method, throughout the stated term of this Note
(including any and all renewal and extension periods) until payment in full so that the
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rate or amount of interest on account of this Note does not exceed the Maximum Lawful
Rate from time to time in effect and applicable to this Note for so long as debt is
outstanding. Notwithstanding anything to the contrary contained herein or in any of the
other Loan Documents, it is not the intention of Lender to accelerate the maturity of any
interest that has not accrued at the time of such acceleration or to collect unearned
interest at the time of such acceleration.

44  Use of Funds. Borrower hereby warrants, represents and covenants that (i) the
loan evidenced by this Note is made to Borrower solely for the purpose of acquiring real
property for commercial purposes or carrying on a business or commercial enterprise, (ii) all
proceeds of this Note shall be used only for business and commercial purposes, and (iii) no funds
disbursed hereunder shall be used for personal, family, agricultural or household purposes.

4.5  Further Assurances and Corrections. From time to time, at the request of Lender,
Borrower will (i) promptly correct any defect, error or omission which may be discovered in the
contents of this Note or in any other Loan Document or in the execution or acknowledgment
thereof; (ii) execute, acknowledge, deliver, record and/or file (or cause to be executed,
acknowledged, delivered, recorded and/or filed) such further documents and instruments
(including, without limitation, further deeds of trust, security agreements, financing statements,
continuation statements and assignments of rents) and perform such further acts and provide
such further assurances as may be necessary, desirable, or proper, in Lender’s opinion, (A) to
carry out more effectively the purposes of this Note and the Loan Documents and the
transactions contemplated hereunder and thereunder, (B) to confirm the rights created under this
Note and the other Loan Documents, (C) to protect and further the validity, priority and
enforceability of this Note and the other Loan Documents and the liens and security interests
created thereby, and (D) to subject to the Loan Documents any property of Borrower intended by
the terms of any one or more of the Loan Documents to be encumbered by the Loan Documents;
and (iii) pay all costs in connection with any of the foregoing.

4.6  Waiver of Jury Trial. BORROWER, TO THE FULLEST EXTENT PERMITTED
BY APPLICABLE LAW, HEREBY KNOWINGLY, INTENTIONALLY, IRREVOCABLY,
UNCONDITIONALLY AND VOLUNTARILY, WITH AND UPON THE ADVICE OF
COMPETENT COUNSEL, WAIVES, RELINQUISHES AND FOREVER FORGOES THE
RIGHT TO A TRIAL BY JURY IN ANY ACTION OR PROCEEDING BASED UPON,
ARISING OUT OF, OR IN ANY WAY RELATING TO THIS NOTE OR ANY CONDUCT,
ACT OR OMISSION OF LENDER OR BORROWER, OR ANY OF THEIR DIRECTORS,
OFFICERS, PARTNERS, MEMBERS, EMPLOYEES, AGENTS OR ATTORNEYS, OR ANY
OTHER PERSONS AFFILIATED WITH LENDER OR BORROWER, IN EACH OF THE
FOREGOING CASES, WHETHER SOUNDING IN CONTRACT, TORT OR OTHERWISE.

4,7  Governing Law; Submission to Jurisdiction. This Note is executed and delivered
as an incident to a lending transaction negotiated and consummated in Dallas County, Texas,
and shall be governed by and construed in accordance with the laws of the State of Texas.
Borrower, for itself and its successors and assigns, hereby irrevocably (i)submits to the
nonexclusive jurisdiction of the state and federal courts in Texas, (ii) waives, to the fullest extent
permitted by law, any objection that it may now or in the future have to the laying of venue of
any litigation arising out of or in connection with this Note or any Loan Document brought in the
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appropriate state or federal court located in Dallas County, Texas, (iii) waives any objection it
may now or hereafter have as to the venue of any such action or proceeding brought in such
court or that such court is an inconvenient forum, and (iv) agrees that any legal proceeding
against any party to any of the Loan Documents arising out of or in connection with any of the
Loan Documents may be brought in one of the foregoing courts. Borrower hereby agrees that
service of process upon Borrower may be made by certified or registered mail, return receipt
requested, at its address specified herein. Nothing herein shall affect the right of Lender to serve
process in any other manner permitted by law or shall limit the right of Lender to bring any
action or proceeding against Borrower or with respect to any of Borrower’s property in courts in
other jurisdictions. The scope of each of the foregoing waivers is intended to be all
encompassing of any and all disputes that may be filed in any court and that relate to the subject
matter of this transaction, including, without limitation, contract claims, tort claims, breach of
duty claims, and all other common law and statutory claims. Borrower acknowledges that these
waivers are a material inducement to Lender’s agreement to enter into the agreements and
obligations evidenced by the Loan Documents that Lender has already relied on these waivers
and will continue to rely on each of these waivers in related future dealings. The waivers in this
Section are irrevocable, meaning that they may not be modified either orally or in writing, and
these waivers apply to any future renewals, extensions, amendments, modifications, or
replacements in respect of any and all of the applicable Loan Documents. In connection with
any litigation, this Note may be filed as a written consent to a trial by the court.

4.8  Counting of Days. If any time period referenced hereunder ends on a day other
than a Business Day, such time period shall be deemed to end on the next succeeding Business
Day.

49  Relationship of the Parties. Notwithstanding any prior business or personal
relationship between Borrower and Lender, or any officer, director or employee of Lender, that
may exist or have existed, the relationship between Borrower and Lender is solely that of debtor
and creditor, Lender has no fiduciary or other special relationship with Borrower, Borrower and
Lender are not partners or joint venturers, and no term or condition of any of the Loan
Documents shall be construed so as to deem the relationship between Borrower and Lender to be
other than that of debtor and creditor.

4.10  Successors and Assigns. The terms and provisions hereof shall be binding upon
and inure to the benefit of Borrower and Lender and their respective heirs, executors, legal
representatives, successors, successors-in-title and assigns, whether by voluntary action of the
parties, by operation of law or otherwise, and all other persons claiming by, through or under
them. The terms “Borrower” and “Lender” as used hereunder shall be deemed to include their
respective heirs, executors, legal representatives, successors, successors-in-title and assigns,
whether by voluntary action of the parties, by operation of law or otherwise, and all other
persons claiming by, through or under them.

4,11 Joint and Several Liability. 1f Borrower consists of more than one person or
entity, each shall be jointly and severally liable to perform the obligations of Borrower under this
Note.
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4.12  Time is of the Essence. Time is of the essence with respect to all provisions of
this Note and the other Loan Documents.

4,13 Headings. The Article, Section, and Subsection entitlements hereof are inserted
for convenience of reference only and shall in no way alter, modify, define, limit, amplify or be
used in construing the text, scope or intent of such Articles, Sections, or Subsections or any
provisions hereof.

4.14  Controlling Agreement. In the event of any conflict between the provisions of
this Note and any of the other Loan Documents, it is the intent of the parties hereto that the
provisions of this Note shall control. The parties hereto acknowledge that they were represented
by competent counsel in connection with the negotiation, drafting and execution of this Note and
the other Loan Documents and that this Note and the other Loan Documents shall not be subject
to the principle of construing their meaning against the party which drafted same.

4.15 Notices. Unless otherwise expressly provided herein, all notices or other
communications required or permitted to be given pursuant to this Agreement shall be in writing
and shall be considered as properly given if (i) mailed by first class United States mail, postage
prepaid, registered or certified with return receipt requested, (ii) by delivering same in person to
the intended addressee, (iii) by delivery to a reputable independent third party commercial
delivery service for same day or next day delivery and providing for evidence of receipt at the
office of the intended addressee, or (iv) by prepaid telegram, telex, telecopier or telefacsimile
transmission to the addressee, so long as the same is immediately followed by delivery pursuant
to one of the methods under (i) through (iii) above. Notice so mailed shall be effective two (2)
days after its deposit with the United States Postal Service or any successor thereto; notice sent
by such a commercial delivery service shall be effective one (1) day after delivery to such
commercial delivery service; notice given by personal delivery shall be effective only if and
when received by the addressee; and notice given by other means shall be effective only if and
when received at the office or designated place or machine of the intended addressee. For
purposes of notice, the addresses of the parties shall be as set forth below; provided, however,
that either party shall have the right to change its address for notice hereunder to any other
location within the continental United States by the giving of thirty (30) days’ prior notice to the
other party in the manner set forth herein. Electronic mail and internet websites may be used
only to distribute only routine communications, such as financial statements and other
information, and to distribute Loan Documents for execution by the parties thereto, and may not
be used for any other purpose.

If to Borrower: JMIJ Development, LLC
1755 Wittington Place, Suite 340
Farmers Branch, Texas 75234
Attention: Timothy Barton

If to Lender: Southern Properties Capital, LTD
1603 LBJ Freeway, Suite 800
Dallas, Texas 75234
Attention: Mr. Steven Shelley
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4.16  Severability. If any provision of this Note or the application thereof to any person
or circumstance shall, for any reason and to any extent, be invalid or unenforceable, then neither
the remainder of this Note nor the application of such provision to other persons or
circumstances nor the other instruments referred to herein shall be affected thereby, but rather
shall be enforced to the greatest extent permitted by applicable law.

4.17 Right of Setoff. In addition to all liens upon and rights of setoff against the
money, securities, or other property of Borrower given to Lender that may exist under applicable
law, Lender shall have and Borrower hereby grants to Lender a lien upon and a right of setoff
against all money, securities, and other property of Borrower, now or hereafter in possession of
or on deposit with Lender, whether held in a general or special account or deposit, for safe-
keeping or otherwise, and every such lien and right of setoff may be exercised without demand
upon or notice to Borrower. No lien or right of setoff shall be deemed to have been waived by
any act or conduct on the part of Lender, or by any neglect to exercise such right of setoff or to
enforce such lien, or by any delay in so doing, and every right of setoff and lien shall continue in
full force and effect until such right of setoff or lien is specifically waived or released by an
instrument in writing executed by Lender.

4.18 Costs of Collection. If any holder of this Note retains an attorney-at-law in
connection with any Event of Default or at maturity or to collect, enforce, or defend this Note or
any part hereof, or any other Loan Document in any lawsuit or in any probate, reorganization,
bankruptcy or other proceeding, or if Borrower sues any holder in connection with this Note or
any other Loan Document and does not prevail, then Borrower agrees to pay to each such holder,
in addition to the principal balance hereof and all interest hereon, all costs and expenses of
collection or incurred by such holder or in any such suit or proceeding, including, but not limited
to, reasonable attorneys’ fees.

4.19 Gender. All personal pronouns used herein, whether used in the masculine,
feminine or neuter gender, shall include all other genders; the singular shall include the plural
and vice versa.

4.20 Statement of Unpaid Balance. At any time and from time to time, Borrower will
furnish promptly, upon the request of Lender, a written statement or affidavit, in form
satisfactory to Lender, stating the unpaid balance of the indebtedness evidenced by this Note and
that there are no offsets or defenses against full payment of the indebtedness evidenced by this
Note and the terms hereof, or if there are any such offsets or defenses, specifying them.

4.21 Entire Agreement. THIS NOTE AND THE OTHER LOAN DOCUMENTS
CONTAIN THE FINAL, ENTIRE AGREEMENT BETWEEN THE PARTIES HERETO
RELATING TO THE SUBJECT MATTER HEREOF AND THEREOF AND ALL PRIOR
AGREEMENTS, WHETHER WRITTEN OR ORAL, RELATIVE HERETO AND THERETO
WHICH ARE NOT CONTAINED HEREIN OR THEREIN ARE SUPERSEDED AND
TERMINATED HEREBY, AND THIS NOTE AND THE OTHER LOAN DOCUMENTS
MAY NOT BE CONTRADICTED OR VARIED BY EVIDENCE OF PRIOR,
CONTEMPORANEOUS OR SUBSEQUENT ORAL AGREEMENTS OR DISCUSSIONS OF
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THE PARTIES HERETO. THERE ARE NO UNWRITTEN ORAL AGREEMENTS AMONG
THE PARTIES HERETO.

4.22  Definitions. As used in this Promissory Note, the following terms shal] have the
following meanings:

Business Day: A weekday, Monday through Friday, except a legal holiday or a day on
which banking institutions in Dallas, Texas, are authorized or required by law to be closed.
Unless otherwise provided, the term “days” when used herein shall mean calendar days.

Charges: All fees, charges and/or any other things of value, if any, contracted for,
charged, taken, received or reserved by Lender in connection with the transactions relating to this
Note and the other Loan Documents, which are treated as interest under applicable law.

Debtor Relief Laws: Title 11 of the United States Code, as now or hereafter in effect, or
any other applicable law, domestic or foreign, as now or hereafter in effect, relating to
bankruptcy, insolvency, liquidation, receivership, reorganization, arrangement or composition,
extension or adjustment of debts, or similar laws affecting the rights of creditors.

Default Interest Rate: A rate per annum equal to the lesser of eighteen percent (18%) or
the Maximum Lawful Rate. .

Loan Documents: This Note, the Security Instrument, any guaranty agreement, any
pledge, profit participation agreement, any financing statements, and such other agreements,
documents and instruments now or hereafter governing, securing or guaranteeing any portion of
the indebtedness evidenced by this Note or executed by Borrower or any guarantor or indemnitor
or any other person or entity in connection with the loan evidenced by this Note or in connection
with the payment of the indebtedness evidenced by this Note or the performance and discharge
of the obligations related hereto or thereto, together with any and all renewals, modifications,
amendments, restatements, consolidations, substitutions, replacements, extensions and
supplements hereof or thereof.

Promissory Note
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Maximum Lawful Rate: The maximum lawful rate of interest which may be contracted
for, charged, taken, received or reserved by Lender in accordance with the applicable laws of the
State of Texas (or applicable United States federal law to the extent that such law permits Lender
to contract for, charge, take, receive or reserve a greater amount of interest than under Texas
law), taking into account all Charges made in connection with the transaction evidenced by this
Note and the other Loan Documents.

PE Accounts: 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.

Pledged Entities: Each of IMJAV, LLC and JMID4, LLC.

Property: The member interests in certain limited liability companies owned by TRWF,
LLC and by JMJAV, LLC, as more particularly described in the Security Instrument, together
with certain other rights, estates, interests, collateral and benefits now or at any time hereafter
securing the payment of the indebtedness evidenced by this Note, whether by virtue of the Loan
Documents or otherwise,

Security Instrument: The Security Agreement dated as of the date hereof, executed by
JMJAV, LLC for the benefit of JMJ Development, LLC, as beneficiary, relating to and granting
a security interest in, the Property, which security interest has been assigned to Lender. The
indebtedness evidenced by this Note and the obligations created hereby are secured by, among
other things, the Security Instrument and the other Loan Documents.

Promissory Note
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IN WITNESS WHEREOF, Borrower, intending to be legally bound hereby, has duly
executed this Note as of the day and year first written above.

BORROWER:

JMJ DEVELOPMENT, LLC
a Texas limited liability company

Promissory Note
Southem Propertics-JMJ Development, LLC 12
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FIRST AMENDMENT TO
PROMISSORY NOTE

THIS FIRST AMENDMENT TO PROMISSORY NOTE (the “Amendment”),
dated as of October 1, 2019, is entered into by JMJ Development, LLC, a Texas limited liability
company (the “Borrower”) and Southern Properties Capital LTD, a British Virgin Island
company (the “Lender”).

WHEREAS, the Borrower and Lender are parties to that certain Promissory Note,
dated December 2017, in the amount of $7,300,000.00 (the “Promissory Note); and

WHEREAS, the Borrower and Lender desire to amend the Promissory by the addition
of Article V, Asset Management and Fees.

NOW THEREFORE, in consideration of the premises and for other good and
valuable consideration, the receipt and sufficiency of which are hereby acknowledged, it is
here agreed by each party hereto as follows:

1. Amendment to Promissory Note. It is hereby agreed and understood that the Promissory
Note shall be amended by adding the following in its entirety:

ARTICLE V
ASSET MANAGEMENT AND FEES

51 Asset Management. Lender shall be responsible for providing Asset Management
services (the “Services”), which includes direction to property management to ensure that the Real
Estate (also referred to in this Note as the “Property”) performs in a manner consistent with the
other properties in the portfolio of the Lender.

52 Asset Management Fee. As compensation for providing the Services described
above, Borrower shall pay to the Lender the Net Income of the Property as defined by the Semi-
Annual HUD approved Excess Cash Release.

53 Termination Fee.

@ Termination as a Result of a Sale or Transfer of the Property to the Lender.
In the event of a sale or transfer of the Property to Lender, the obligation to pay the Asset
Management Fee shall terminate as of the date of sale or transfer.

() Termination as a Result of a Sale or Transfer of the Property Other than to
the Lender. In the event of a sale or transfer of the Property to any party other than the Lender, the
obligation to pay the Asset Management Fee shall terminate as of the date of sale or transfer;
provided, however, Lender shall be entitled to receive a payment equal to the HUD Excess Cash
Release formula through the Closing Date at the time such Excess Cash payment is distributed.

5.4 _Defined Terms. All capitalized terms used in this Article V, and not otherwise defined
in this Note, shall have the meaning ascribed to such terms in the HUD Regulatory Agreement that
governs the HUD insured construction loan obtained by D4FR, LLC for construction of the Project
upon the Property.

First Amendment to Promissory Note — Parc at Windmill Farms
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2. Except as amended hereby, all terms, conditions and provisions of the Promissory Note shall
remain in full force and effect as originally written.

IN WITNESS WHEREOF, the parties hereto have duly executed this First Amendment
to Promissory Note, as of the date and year first above written.

BORROWER:

JMJ Development, LLC
a Texas limited liability company

By:
e Tlmothy Barton, President

Accepted By:
LENDER:

Southemn Properties Capital LTD
a British Virgin Island company

ibfﬂf—\

Daniel J. M’os President

First Amendment to Promissory Note — Parc at Windmill Farms
JM] Development, LLC - SPC

APP000129



Case 3:22-cv-02118-X Document 208 Filed 04/13/23 Page 136 of 360 PagelD 5994

EXHIBIT A-9

APP000130



Case 3:22-cv-02118-X Document 208 Filed 04/13/23 Page 137 of 360 PagelD 5995

RESCISSION OF FIRST AMENDMENT
TO PROMISSORY NOTE

This RESCISSION OF FIRST AMENDMENT TO PROMISSORY NOTE, effective
as of October 1, 2019, is entered into by JMJ Development, LLC, a Texas limited liability company
(the “Borrower™) and Southern Properties Capital LTD., a British Virgin Island company (the
“Lender”).

WHEREAS, Borrower and Lender are parties to that certain Promissory Note, dated on or
about December 14, 2017, in the amount of $7,300,000.00 (the “Promissory Note™);

WHEREAS, Borrower and Lender are parties to that certain First Amendment to
Promissory Note, dated October 1, 2019 (the “Amendment™); and

WHEREAS, Borrower and Lender desire to rescind the First Amendment to the
Promissory Note which added Article V, Asset Management and Fees to the Promissory Note.

NOW, THERFORE, in consideration of the premises and for other good and valuable
consideration, the receipt and sufficicncy of which are hereby acknowledged, it is hereby agreed
by each party hereto as follows:

l. Rescission of Amendment to Promissory Note. It is hereby agreed and understood that the
First Amendment to the Promissory Note is hereby removed in its entirety and the
Promissory Note no longer reflects such amendment.

IN WITNESS WHEREOF, the parties hereto have duly executed this Rescission of First
Amendment to Promissory Note, as of the date and year first above written.

BORROWER:

Accepted By:
LENDER:

Southern Properties Capital LTD
a British Virgin Island company

-~

By:g%b—\
Daniel J,-Moos, President

K: Abode Corpsi\SPC Loans {incl Revolving LOC. Options) Conv ettible Loans Parc at Windmill Farms 1001 19.Rescission to |st Amendment
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SECOND AMENDMENT
TO PROMISSORY NOTE

THIS SECOND AMENDMENT TO PROMISSORY NOTE (the “Amendment”),
dated as of October 25, 2019, is entered into by JMJ Development, LLC, a Texas limited
liability company (the “Borrower™) and Southern Properties Capital LTD, a British Virgin
Island company (the “Lender”).

WHEREAS, the Borrower and Lender are parties to that certain First Amendment to
Promissory Note, dated October 1 2019 (the “First Amendment”);

WHEREAS, the Borrower and Lender are parties to that certain Promissory Note,
dated on or about December 14, 2017, in the amount of $7,300,000.00 (the “Original
Promissory Note™); and

WHEREAS, the Borrower and Lender desire to amend the Original Promissory Note
by increasing the amount of the Original Promissory Note to $8,300,000.00.

NOW THEREFORE, in consideration of the premises and for other good and
valuable consideration, the receipt and sufficiency of which are hereby acknowledged, it is
here agreed by each party hereto as follows:

1. It is hereby agreed and understood that the Original Promissory Note shall be amended
by increasing the amount to $8,300,000.00.

2. Except as amended hereby, all terms, conditions and provisions of the Promissory Note and
First Amendment shall remain in full force and effect as originally written.

[Signatures on next page]

Second Amendment to Promissory Note — Parc at Windmill Farms
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IN WITNESS WHEREOF, the parties hereto have duly executed this Second Amendment
to Promissory Note, as of the date and year first above written.

BORROWER:

JMJ Development, LLC
a Texas limited liability company

By:
%Wn, President

Accepted By:

LENDER:

Southern Properties Capital LTD
a British Virgin Island company

Daniel J. Moos, President

Second Amendment to Promissory Note — Parc at Windmill Farms

JMJ Development. LLC - SPC
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THIRD AMENDMENT TO
PROMISSORY NOTE

This Third Amendment to the Promissory Note (“Amendment”) is entered into effective as
of the Ist day of May, 2020 (“Effective Date™), by and between JMJ DEVELOPMENT, LLC, a
Texas limited liability company (“Borrower””) and SOUTHERN PROPERTIES CAPITAL, LTD,
a British Virgin Islands corporation (“Lender”).

RECITALS

A. Pursuant to a Promissory Note (“Note™) from Borrower to Lender, dated as of December 14,
2017 and the Second Amendment to Promissory Note (“Second Amendment”), dated as of
October 25, 2019, Lender made a loan of $8,300,000.00 to Borrower.

B. The parties desire to amend the Note as more fully described below.
AGREEMENTS

NOW, THEREFORE, for and in consideration of Ten and No/100 Dollars ($10.00), the
mutual covenants contained herein and other good and valuable consideration, the receipt and
sufficiency of which is hereby acknowledged, the parties hereby agree as follows:

1. The Maturity Date, as such term is defined in the Note, is changed to November 1, 2020.

2. Except as expressly modified and extended hereby, all terms and provisions of the Note are
and shall remain unchanged, and the Loan Documents are hereby ratified and confirmed and shall be
and shall remain in full force and effect.

3. Borrower hereby agrees and acknowledges that it is well, justly and truly indebted to Lender
pursuant to the terms of the Note, as modified and extended hereby. Borrower hereby promises to
pay to Lender or its order the Note in accordance with the terms thereof, as modified, and extended
hereby.

4, Borrower hereby represents and warrants that there are no offsets, claims, counterclaims or
defenses which Borrower has against payment and enforcement of the Note, as modified herein.

5. Notwithstanding anything to the contrary in this Agreement or in the Note, whether now
existing or hereafter arising and whether written or oral, it is agreed that the aggregate of all interest
and other charges constituting interest and contracted for, chargeable or receivable under the Note or
otherwise in connection thereof shall, under no circumstances, exceed the maximum rate of interest
permitted by applicable law. In the event the maturity of the Note is accelerated by reason of an
election by the holder thereof resulting from a default under the Loan Documents or this Agreement,
or by voluntary prepayment by the maker, or otherwise, then earned interest never may include more
than the maximum rate of interest permitted by applicable law. If, for any circumstance, any holder
of the Note ever shall receive interest or any other charges constituting interest, or adjudicated as

THIRD AMENDMENT TO PROMISSORY NOTE - Page |
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constituting interest, the amount, if any, which would exceed the maximum rate of interest permitted
by applicable law shall be applied to the reduction of the principal amount owing on the Note or on
account of any other principal indebtedness of the maker to the holder of the Note, and not to the
payment of interest, or if such excessive interest exceeds the unpaid balance of principal thereof and
such other indebtedness, the amount of such excessive interest that exceeds the unpaid balance of
principal thereof and such other indebtedness shall be refunded to the maker. All sums paid or agreed
to be paid to the holder of the Note for the use, forbearance or detention of the indebtedness of the
maker to the holder of such Note shall be amortized, prorated, allocated and spread throughout the
full term of such indebtedness until payment in full so that the actual rate on such indebtedness is
uniform through the term thereof.

6. This Agreement shall be binding upon, and shall inure to the benefit of, the parties’
respective heirs, representatives, successors and assigns.

7. This Agreement shall be deemed to have been executed and shall be performed in the State of
Texas, and the Note shall continue to be governed by its laws. Borrower irrevocably agrees that,
subject to Lender's sole and absolute election, Lender may bring suit, action, or other legal
proceedings arising out of the Note in courts located in Texas, whether local, state, or federal.
Borrower hereby submits to the jurisdiction of such court(s) and waives any right Borrower may
have to request a change of venue or a removal to another court.

8. This Agreement represents the final agreement between the parties herein and may not be
contradicted by evidence of prior, contemporaneous, or subsequent oral agreements of the parties.
There are no unwritten oral agreements between the parties.

[REMAINDER OF PAGE LEFT INTENTIONALLY BLANK]
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BORROWER: JMJ DEVELOPMENT, LLC,
a Texas limited liability compan

LENDER: SOUTHERN PROPERTIES CAPITAL, LTD,
a British Virgin Islands corporation

By:
Name:
Title:

THIRD AMENDMENT TO PROMISSORY NOTE - Page 3
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FOURTH AMENDMENT TO
PROMISSORY NOTE

This Fourth Amendment to Promissory Note (“Amendment”) is entered into effective as of
the 1st day of November, 2020 (“Effective Date™), by and between JMJ DEVELOPMENT, LLC,
a Texas limited liability company (‘“Borrower””) and SOUTHERN PROPERTIES CAPITAL, LTD,
a British Virgin Islands corporation (‘“Lender”).

RECITALS

A. As evidenced by that certain Promissory Note (“Note™), dated on or about December 14,
2017, executed by Borrower and made payable to Lender, Lender made a loan in the amount
of $7,300,000.00 to Borrower.

B. Borrower and Lender subsequently executed a First Amendment to Promissory Note (“First
Amendment”), dated as of October 1, 2019, which First Amendment was rescinded in its
entirety by a Rescission of First Amendment to Promissory Note, dated as of October 1,
2019, and duly executed by Borrower and Lender.

C. Borrower and Lender subsequently executed a Second Amendment to Promissory Note
(“Second Amendment”), dated as of October 25, 2019, wherein the loan amount was
increased from $7,300,000.00 to $8,300,000.00.

D. Borrower and Lender subsequently executed a Third Amendment to Promissory Note
(“Third Amendment”), dated as of May 1, 2020, wherein the maturity date of the Note was
extended from May 1, 2020 to November 1, 2020.

E. Borrower and Lender desire to further amend the Note, as amended by the Second
Amendment and the Third Amendment, to extend the maturity date of the Note from
November 1, 2020, to November 1, 2022, as more fully described below.

AGREEMENTS

NOW, THEREFORE, for and in consideration of Ten and No/100 Dollars ($10.00), the
mutual covenants contained herein and other good and valuable consideration, the receipt and
sufficiency of which is hereby acknowledged, the parties hereby agree as follows:

1. The Maturity Date, as such term is defined in the Note, as amended, is changed to
November 1, 2022.

2. Except as expressly modified and extended hereby, all terms and provisions of the Note are
and shall remain unchanged, and the Note and all loan documents relating thereto are hereby ratified
and confirmed and shall be and shall remain in full force and effect.

3. Borrower hereby agrees and acknowledges that it is well, justly and truly indebted to Lender

FOURTH AMENDMENT TO PROMISSORY NOTE - Page |
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pursuant to the terms of the Note, as modified and extended hereby. Borrower hereby promises to
pay to Lender or its order the Note in accordance with the terms thereof, as modified and extended
hereby.

4. Borrower hereby represents and warrants that there are no offsets, claims, counterclaims or
defenses which Borrower has against payment and enforcement of the Note, as modified herein.

5. This Agreement represents the final agreement between the parties herein and may not be
contradicted by evidence of prior, contemporaneous, or subsequent oral agreements of the parties.
There are no unwritten oral agreements between the parties.

[REMAINDER OF PAGE LEFT INTENTIONALLY BLANK]
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BORROWER: JMJ DEVELOPMENT, LLC,
a Texas limited liability compa

By:

— T
T'Lmdl'(y Barton, Presideftt

FOURTH AMENDMENT TO PROMISSORY NOTE - Page 3
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LENDER: SOUTHERN PROPERTIES CAPITAL, LTD,
a British Virgin Islands corporation

By:  ————
Name: _Erik | lnh\ﬁﬁ
Title: _President

FOURTH AMENDMENT TO PROMISSORY NOTE - Page 4
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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 December , 2017, is from TRWF, LLC, a Delaware limited liability company

(“Pledgor”) to JMJ DEVELOPMENT, LLC, a Texas limited liability company (together with

T1S SUCTESSOTrs AImd 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 $7,300,000.00 (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 December _ , 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 Section362(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 hereafter acquired, now existing or
hereafter arising and wherever located (collectively, the “Collateral”):

Security Agreement
JMI Development, LLC-TRWF, LLC
Page 1
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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 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;

(©) 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 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;

Security Agreement
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6] 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 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

G (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, 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

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 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.

Section2.2  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
JMJAV, 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 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 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 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, 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:

Section 4.1  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 5 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.

Section 4.2  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 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, partner or shareholder in place of
Pledgor.

Section4.3  Power of Attorney.

(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 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.

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 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.

Section 4.6 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, (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.

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 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 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 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 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; (¢) 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 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:
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TRWF, 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  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 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 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 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 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.

(@ 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
D4FR, 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
D4FR, 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 D4FR 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 D4FR 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 D4FR Property to Lender or Lender’s assignee, and (iv) Each of
JMJAV LLC and Enoch Investments, LLC, who have executed and delivered Amended and
Restated Pledge and Security Agreements related to ownership interests in D4FR LLC, shall also
have elected to transfer the D4FR Property to Pledgor. Upon receipt of such notice, Pledgor
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shall assemble all documents related to the D4FR Property and other information related to the
D4FR 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 D4FR
Property to Lender, and Pledgor shall cause D4FR 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 D4FR Property to Lender.

(c) 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 Enoch Investments, LLC, by and through D4FR LLC, as the owner of the
D4FR Property, shall have the right to transfer and convey the D4FR 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:
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fraud or intentional misrepresentation by Pledgor in connection with the Loan or
the D4FR Loan (hereinafter defined);

the gross negligence or willful misconduct of Pledgor in connection with the Loan
or the D4FR Loan;

material physical waste of the Collateral or the D4FR Property;

the removal or disposal of any portion of the Collateral or any personal property
located on the D4FR 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 D4FR
Property, (B) any awards received in connection with a condemnation of all or a portion
of the D4FR 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 D4FR Property;

any security deposits, advance deposits or any other deposits collected with
respect to the D4FR Property which are not delivered to Lender upon a foreclosure of the
D4FR 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
D4FR 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 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 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:

“D4FR Loan” shall mean any loan made to D4FR, LLC, and secured by any real property owned
by D4FR, LLC.

“D4FR Property” means the real property and improvements owned by D4FR, 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 D4FR 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 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:
TRWEF, LLC
Security Agreement
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a Delaware limited lizh
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Schedule 1
Pledgor Pledged Entity Equity Interest
TRWF, LLC JMJAV, LLC | 100% of the member interests
in JIMJAV LLC
Security Agreement
Southern Properties-TRWF LLC 23

APP000167



Case 3:22-cv-02118-X Document 208 Filed 04/13/23 Page 174 of 360 PagelD 6032

Exhibit A
AGREEMENT AND ACKNOWLEDGMENT

THE UNDERSIGNED hereby agrees, acknowledges and consents to the execution and
delivery to JMJ Development, LLC (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 TRWF, 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, 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, (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.

(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 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 D4FR, LLC, containing such detail and information as Lender may request.

(b) UCC Matters. The undersigned confirms, agrees and acknowledges that
(i) all of the Pledged Equity in the undersigned is and shall continue to be certificated securities
in registered form within the meaning of, and governed by, Article 8 (including, without

Security Agreement
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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, 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:

“THE MEMBERSHIP INTERESTS EVIDENCED HEREBY ARE SUBJECT TO AN
IRREVOCABLE PROXY AGREEMENT (A COPY OF WHICH MAY BE OBTAINED

Security Agreement
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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

| carryingalegend.

(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 shareholder, 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
I undersigned, (ii) the undersigned shall recognize Lender (or its designee or assign) as the
I 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
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,
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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.]
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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 December __, 2017.

Pledged Entity:
JMJAV, LLC

By:

Security Agreement
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Exhibit B

Organizational Agreements
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EXHIBIT A-14
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FIRST AMENDMENT TO AMENDED AND RESTATED
PLEDGE AND SECURITY AGREEMENT

THIS First Amendment (the “Amendment”) to the Amended and Restated Pledge
and Security Agreement (the “Pledge Agreement”) is executed effective October 25, 2019
among TRWF LLC, a Delaware limited liability company (“Pledgor”) and JMIJ
Development, LLC, a Texas limited liability company (together with its successors and
assigns, “Lender”).

WHEREAS, pursuant to that certain Letter Agreement, dated on or about
December 14, 2017 between Pledgor (the “Borrower™) and Lender, as amended,
restated, replaced, supplemented or otherwise modified (the “Loan Agreement™),
Lender agreed to make a loan in the amount of $7,300,000.00 (the “Loan”) to
Borrower.

WHEREAS, to secure Borrower’s obligations under the Loan Documents,
defined as the Note, Pledge Agreement, this Amendment and any other agreement
given in connection with the Loan (the “Loan Documents”), Pledgor was required to,
among other things, pledge its rights, title and interest in, to and under the Collateral.

WHEREAS, the Borrower and Lender desire to amend the Loan Agreement
to increase the Loan to $8,300,000.00 (the “Amended Loan”) and therefore have
obligated Pledgor and Lender to amend the Pledge Agreement via this Amendment.
Capitalized terms used but not otherwise defined herein shall have the meanings given
to them in the Loan Documents,

NOW THEREFORE, for and consideration of the foregoing, ten dollars ($10.00)
and other good and valuable consideration, the parties agree as follows:

1. The term “Loan” as defined in the Pledge shall mean $8,300,000.00
(the “Amended Loan”).

2. Except as amended hereby, all terms, conditions and provisions of the
Pledge Agreement shall remain in full force and effect as originally written.

[Signatures on next page]

1
AMENDMENT TO AMENDED AND RESTATED PLEDGE AND SECURITY AGREEMENT
Parc at Windmill Farms-TRWF LLC and JMJ Development LLC
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IN WITNESS WHEREOF, the parties hereto have duly executed this First
Amendment to Amended and Restated Pledge and Security Agreement, as of the
date and year first above written.

PLEDGOR:

TRWF LLC,

a Delaw

By:
_~"Timgthy Barton, President

LENDER:

JMJ DEVELOPMENT LLC
a Texas limited liabilj II“"W >

By:
/’ﬁr’notﬁ Barton, President

2
AMENDMENT TO AMENDED AND RESTATED PLEDGE AND SECURITY AGREEMENT
Parc at Windmill Farms-TRWF LLC and JMJ Development LLC
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EXHIBIT A-15
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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 December , 2017, is from JMJAV, LLC, a Texas limited liability company
(“Pledgor”) to JMJ DEVELOPMENT, LLC, a Texas limited liability company (together with

fts successors amd 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 $7,300,000.00 (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 December __ , 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 hereafter acquired, now existing or
hereafter arising and wherever located (collectively, the “Collateral™):

Security Agreement
JMIJ Development, LLC-JMJAV, LLC
Page |

APP000178



Case 3:22-cv-02118-X Document 208 Filed 04/13/23 Page 185 of 360 PagelD 6043

(a)  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 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;

(¢)  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 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 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 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

f)) (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, 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.

() “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 shail 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.

Section2.2  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 1II - 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 1% of the member interests in
JMID4, 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 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 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 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 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, except upon at
least thirty (30) days’ prior notice to Lender.

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

Section 4.1  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 5 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 cach 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, privilegesoroptions

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 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, partner or shareholder in place of
Pledgor.

Section4.3  Power of Attorney.

(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 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
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 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.

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 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.

Section4.7  Lender Self-Help Rights.

(@  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.

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 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 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 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 V1 - 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
fumnished 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 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 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:
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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 (IlI) 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 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 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 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 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.

(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
D4FR, 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
D4FR, 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 D4FR 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 D4FR 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 D4FR 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 D4FR LLC, shall also
have elected to transfer the D4FR Property to Pledgor. Upon receipt of such notice, Pledgor
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shall assemble all documents related to the D4FR Property and other information related to the
D4FR 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 D4FR
Property to Lender, and Pledgor shall cause D4FR 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 concemning 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 s

indebtedness evidenced by the Loan shall be deemed satisfied in consideration of the transfer and
conveyance of the D4FR Property to Lender.

(c)  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 D4FR LLC, as the owner of the D4FR
Property, shall have the right to transfer and convey the D4FR 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:
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fraud or intentional misrepresentation by Pledgor in connection with the Loan or
the D4FR Loan (hereinafter defined);

the gross negligence or willful misconduct of Pledgor in connection with the Loan
or the D4FR Loan;

material physical waste of the Collateral or the D4FR Property;

the removal or disposal of any portion of the Collateral or any personal property
located on the D4FR 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 D4FR
Property, (B) any awards received in connection with a condemnation of all or a portion
of the D4FR 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 D4FR Property;

any security deposits, advance deposits or any other deposits collected with
respect to the D4FR Property which are not delivered to Lender upon a foreclosure of the
DAFR 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
D4FR 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 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 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:

“D4FR Loan” shall mean any loan made to D4FR, LLC, and secured by any real property owned
by D4FR, LLC.

“D4FR Property” means the real property and improvements owned by D4FR, LLC,
including but not limited to the Parc at Windmill Farms 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 Parc at Windmill
Farms Apartments on the D4FR 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 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:
JMJAV, LLC
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Schedule 1

Pledgor Pledged Entity Equity Interest
JMJAV,LLC JMID4, LLC 1% of the member interests in
JMJID4, LLC
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, (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.

(@) 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 D4FR, LLC, containing such detail and information as Lender may request.

(b) UCC Matters. The undersigned confirms, agrees and acknowledges that
(i) 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 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, subject only tothe

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.

(¢)  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:

Security Agreement
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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.

(8) 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 shareholder, 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 sharcholder, 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.]
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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 December __, 2017.

Pledged Entity:

JMJID4, LLC

By:
T
=z
Security Agreement
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Exhibit B

Organizational Agreements
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EXHIBIT A-16
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FIRST AMENDMENT TO AMENDED AND RESTATED
PLEDGE AND SECURITY AGREEMENT

THIS First Amendment (the “Amendment”) to the Amended and Restated Pledge
and Security Agreement (the “Pledge Agreement”) is executed effective October 25, 2019
among JMJAV, LLC, a Texas limited liability company (“Pledgor”) and JM]J
Development, LLC, a Texas limited liability company (together with its successors and
assigns, “Lender”).

WHEREAS, pursuant to that certain Letter Agreement, dated on or about
December 14, 2017 between TRWF LLC, a Delaware limited liability company
(the “Borrower”) and Lender, as amended, restated, replaced, supplemented or
otherwise modified (the “Loan Agreement”), Lender agreed to make a loan in the
amount of $7,300,000.00 (the “Loan”) to Borrower.

WHEREAS, to secure Borrower’s obligations under the Loan Documents,
defined as the Note, Pledge Agreement, this Amendment and any other agreement
given in connection with the Loan (the “Loan Documents™), Pledgor was required to,
among other things, pledge its rights, title and interest in, to and under the Collateral.

WHEREAS, the Borrower and Lender desire to amend the Loan Agreement
to increase the Loan to $8,300,000.00 (the “Amended Loan™) and therefore have
obligated Pledgor and Lender to amend the Pledge Agreement via this Amendment.
Capitalized terms used but not otherwise defined herein shall have the meanings given
to them in the Loan Documents,

NOW THEREFORE, for and consideration of the foregoing, ten dollars ($10.00)
and other good and valuable consideration, the parties agree as follows:

1. The term “Loan” as defined in the Pledge shall mean $8,300,000.00
(the “Amended Loan”).

2. Except as amended hereby, all terms, conditions and provisions of the
Pledge Agreement shall remain in full force and effect as originally written.

[Signatures on next page]

1
AMENDMENT TO AMENDED AND RESTATED PLEDGE AND SECURITY AGREEMENT
Parc at Windmill Farms-JMJAV LLC and JMJ Development LLC
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IN WITNESS WHEREOF, the parties hereto have duly executed this First
Amendment to Amended and Restated Pledge and Security Agreement, as of the

date and year first above written.

PLEDGOR:

JMJAV LLC,
a Texas limited liabili

B

y:
~ Tigothy Barton, President
LENDER:

JMJ DEVELOPMENT LLC
a Texas limited liability compan

R
)‘mﬁly on, President

2

AMENDMENT TO AMENDED AND RESTATED PLEDGE AND SECURITY AGREEMENT

Parc at Windmi!l Farms-JMJAV LLC and JMJ Development LLC
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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 December , 2017, is from ENOCH INVESTMENTS, LLC, a Delaware limited
liability company (“Pled Pledgor”) to JMJ DEVELOPMENT, LLC, a Texas limited liability

company {together withritssuccessors-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 $7,300,000.00 (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 December _ , 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 hereafter 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 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 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; '

Amended and Restated Security Agreement
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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 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 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, 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

Amended and Restated Security Agreement
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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 concemning 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

Amended and Restated Security Agreement
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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 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 99% of the member interests in
JMID4 LLC. Pledgor does not have outstanding any options or rights or other agreements to
acquire or scll 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.

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.

Amended and Restated Security 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 exccute, 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 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 THEREQF) 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 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, 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:

(@) 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 5 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 S 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 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, partner or shareholder in place of

Pledgor.

Section 4.3  Power of Attorney.

(@)  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 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. '

(©) 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-attoney granted herein shall terminate automatically upon the termination of this
Agreement in accordance with the terms hereof.

Section 44  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.

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 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.

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.

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. 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 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 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 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; () 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 74  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 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:
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ENOCH INVESTMENTS, 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  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  Madification; 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 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 hereol, shall not relieve the other signatories irom 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 unrcasonably 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 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.

(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
D4FR LLC, (ii) all fees owed to Timothy Barton or his affiliates for developer’s fees shall have
been paid in full, and (jii) 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
D4FR, 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 altemnative, upon receipt of the Exercise Notice, Pledgor may elect
to transfer to Lender the D4FR 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 D4FR 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 D4FR 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 D4FR LLC, shall also have elected to
transfer the D4FR Property to Pledgor. Upon receipt of such notice, Pledgor shall assemble all
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documents related to the D4FR Property and other information related to the D4FR 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 D4FR Property to Lender, and
Pledgor shall cause D4FR 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 conceming 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 D4FR
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
JMJAYV LLC, and TRWF LLC, by and through D4FR LLC, as the owner of the D4FR Property,
shall have the right to transfer and convey the D4FR 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:
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fraud or intentional misrepresentation by Pledgor in connection with the Loan or
the D4FR Loan (hereinafter defined);

the gross negligence or willful misconduct of Pledgor in connection with the Loan
or the D4FR Loan;

material physical waste of the Collateral or the D4FR Property;

the removal or disposal of any portion of the Collateral or any personal property
located on the D4FR 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 D4FR
Property, (B) any awards received in connection with a condemnation of all or a portion
of the D4FR 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 D4FR Property;

any security deposits, advance deposits or any other deposits collected with
respect to the D4FR Property which are not delivered to Lender upon a foreclosure of the
D4FR 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
DA4FR 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), S06(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 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 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:

“D4FR Loan” shall mean any loan made to D4FR, LLC, and secured by any real property owned
by D4FR, LLC.

“D4FR Property” means the real property and improvements owned by D4FR, LLC,
including but not limited to the Parc at Windmill Farms 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 Parc at Windmill
Farms Apartments on the D4FR 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 WHEREOF, 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, LL.C
Amended and Restated Security Agreement
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a Delaware limited liabitity company
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Schedule 1
Pledgor Pledged Entity Equity Interest
ENOCH INVESTMENTS, JMID4, LLC 99% of the member interests in
LLC JMID4, LLC
Security Agreement
JMJ Development, LL.C-Enoch Investments, LLC 23

APP000233



Case 3:22-cv-02118-X Document 208 Filed 04/13/23 Page 240 of 360 PagelD 6098

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 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, 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, (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.

() 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 D4FR, LLC, containing such detail and information as Lender may request.

(b) UCC Matters. The undersigned confirms, agrees and acknowledges that
(i) 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 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 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, 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:

Amended and Restated Security Agreement
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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.

(8)  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 shareholder, 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 executc 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

Amended and Restated Security Agreement
JMJ Development, LLC-Enoch Investments, LLC 3
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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.

S, 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.]

Amended and Restated Security Agreement
JMJ Development, LLC-Enoch Investments, LLC 4
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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 December __, 2017.

Pledged Entity:
JMJID4, LLC

By:

Wy BarfoneFresident

Security Agreement
JMJ Development, LLC-JMJAV LLC
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Exhibit B

Organizational Agreements
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EXHIBIT A-18
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FIRST AMENDMENT TO AMENDED AND RESTATED
PLEDGE AND SECURITY AGREEMENT

THIS First Amendment (the “Amendment”) to the Amended and Restated Pledge
and Security Agreement (the “Pledge Agreement”) is executed effective October 25,2019
among Enoch Investments LLC, a Delaware limited liability company (“Pledgor”) and IMJ
Development, LLC, a Texas limited liability company (together with its successors and
assigns, “Lender”).

WHEREAS, pursuant to that certain Letter Agreement, dated on or about
December 14, 2017 between TRWF LLC, a Delaware limited liability company
(the “Borrower™) and Lender, as amended, restated, replaced, supplemented or
otherwise modified (the “Loan Agreement”), Lender agreed to make a loan in the
amount of $7,300,000.00 (the “Loan’) to Borrower.

WHEREAS, to secure Borrower’s obligations under the Loan Documents,
defined as the Note, Pledge Agreement, this Amendment and any other agreement
given in connection with the Loan (the “Loan Documents™), Pledgor was required to,
among other things, pledge its rights, title and interest in, to and under the Collateral.

WHEREAS, the Borrower and Lender desire to amend the Loan Agreement
to increase the Loan to $8,300,000.00 (the “Amended Loan”) and therefore have
obligated Pledgor and Lender to amend the Pledge Agreement via this Amendment.
Capitalized terms used but not otherwise defined herein shall have the meanings given
to them in the Loan Documents,

NOW THEREFORE, for and consideration of the foregoing, ten dollars ($10.00)
and other good and valuable consideration, the parties agree as follows:

1. The term “Loan” as defined in the Pledge shall mean $8,300,000.00
(the “Amended Loan”).

2. Except as amended hereby, all terms, conditions and provisions of the
Pledge Agreement shall remain in full force and effect as originally written.

[Signatures on next page]

1
AMENDMENT TO AMENDED AND RESTATED PLEDGE AND SECURITY AGREEMENT
Parc at Windmill Farms-Enoch Investments LLC and JMJ Development LLC
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IN WITNESS WHEREOF, the parties hereto have duly executed this First
Amendment to Amended and Restated Pledge and Security Agreement, as of the

date and year first above written.

PLEDGOR:

B

y:
~~ Timothy Barton, President

LENDER:
JMJ DEVELOPMEI;"I;%C——\
a Texas limited liability Company -

By:

Tiffothy Barton, President

2

AMENDMENT TO AMENDED AND RESTATED PLEDGE AND SECURITY AGREEMENT
Parc at Windmill Farms-Enoch Investments 1.1.C and JMJ Development LLC
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EXHIBIT A-19
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Austin, Texas 78711-3193 , Secretary of State
Office of the Secretary of State
May 13, 2020
Page 1 of 1
Capitol Services, Inc. Filing Fee: $30.00
=@ Box Js81 Total Filing Fee:  $30.00

Austin, TX 78767 -

Re: Texas UCC Initial Filing Acknowledgment

The Texas Secretary of State's Office has received and filed your document. The information below reflects the
data that was indexed into our system.

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: 970068230002

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

Please feel free to contact us at 512-475-2703 if you have any questions regarding the above information.

User ID: JHUNT

Come visit us on the Internet @ https://www.sos.texas.gov/

Phone 512-475-2703 Fax: 512-475-2812 Dial 7-1-1 fof ¥elR0QQ9A4
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UCC FINANCING STATEMENT
FOLLOW INSTRUCTIONS

A. NAME & FHONE OF CONTACT AT FILER {optional}
Date Chin, 214-350-3667
B. E-MAIL CONTACT AT FILER (oplional)
dchin@ bennettweston.com
C.S 1

Return Acknowledgament to: |

r * Capital Services, Inc. : _—l
PO Box 1831 ;
Austin, TX 78767 !

NG NUMBER: 20-0017679567
FILING DATE: 5/13/2020 11:56 AM

DOCUMENT NUMBER: 970068230002

FILED: Texas Secretary of State
Received by Fax

THE ABOVE SPACE IS FOR FILING OFFIGE USE ONLY

1. DEBTOR'S NAME: Provide only gnie Deblor name {1a of 1b) {use exact. full name; do not omit, modify, or abureviate any part of the Deblor's name): f any part of the Indlvidual Debtor's
name will not fit in ine 10, Jeave all of llem 1 blank, check here D and provide the Individua Deblor information (n em 10 of tha Financing Statemen! Addendum (Form UCCIAd)

18. ORGANIZATION'S NAME
ENOCH INVESTMENTS LLC
OR, 1. INDIVIDUAL'S SURNAME FIRST PERSQNAL NAME ADDITIONAL NAME(SMINITIAL(S) SUFFIX
fc. MAILING ADDRESS CITy STATE |[POSTAL CODE COLUNTRY
1755 Wittington Place Suite 340 Farmers Branch TX |75234 USA

2. DEBTOR’S NAME: Provide anly gne Debior name (23 or 2b) {use exact, full name: do not omiL, modily, or abbreviate any part of the Deblor's name); i any part of the Individual Deblor’s
nama will nal fit in line 2b, lsave 8l of Rem 2 blank, check here D and provide lha Individual Debtor inf jon in item 10 of the Financing Statemsnt Addendurn (Form UGC1Ad)

28, ORGANIZATION'S NAME

OR B TNDIVIDUAL'S SURNAME FIRST PERSONAL NAME ADDITIONAL NAME(S)INITIAL(S) _ |SUFFIX
Zc. MAILING ADDRESS ey STATE |POSTAL CODE COUNTAY

3. SECURED PARTY'S NAME (ar NAME of ASSIGNEE of ASEIGNOR SECURED PARTY): Frovide only paa Secured Party name {1 or 3b)

3n. ORGANIZATION'S NAME

SOUTHERN PROPERTIES CAPITAL LTD

3b. INDIVIDUAL'S SURNAME FIRST PERSONAL NAME AJDITIONAL NAME(SVINITIAL(S) |surFix
3¢, MAILING ADDRESS cayYy STATE |POSTAL CODE COUNTRY
1603 L.BJ Freeway, Suite 280 Farmers Branch TX (75234 USA
4. COLLATERAL: This financing t covers the following collateral:
See Exhibit "A" attached hereto and made a part hereof.
3. CMEN spplicable and check gy ons boz: Collateral & D hald In a Trust (saa UCC1AY, tem 17 and Insiructiona) belng aoministered by » Oacadent’s Personal Rep i

R
Ba. Chack galy If applicable and chack gply ona box!
_ﬂ Public-Finance Transaclion NManufactured-Home Traneaclion A Dabtor is a Trangmilting Ulility

Bb. Check only I applicabie gad check poly one box:

7. ALTERNATIVE DESIGNATION |If

Agricuttural Uen Non-UCG Filing
o
pp ): D L A_oss0r ! | Consignes/Conaignor E] SollenBuyer D Beilee/Ballor Licansoe/Licensor

8, OPTIONAL FILER REFERENCE DATA:

Parc at Windmill Farms - ENOCH INVESTMENTS Secured Interest - DOT UCC - TX SOS Filing

International Associalion of Commercial Adrging
FILING OFFICE COPY — UCC FINANCING STATEMENT (Form UCC1) (Rev. 04/20/11) WOWAS
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EXHIBIT “A”

100% of its interest in JMJD4 LLC which consist of 99% of the membership interest in JMJD4 LLC.
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EXHIBIT A-20
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UCC FINANCING STATEMENT
FOLLOW INSTRUCTIONS

A NAME & PHONE OF CONTACT AT FILER {aptional)

: Delaware Depariment of State
Date Chin, 214-350-3667 . i

8. E-MAIL CONTACT AT FILER (oplional) FﬂeldCuC% P-’S:Ig g;;t;o:{m
dehin@bennettweston.com [ SR o

[.C.C. Initinl Filing Ne: 2020 3378223
C. SEND ACKNOWLEDGMENT TO: (Name and Address)
[ Bennett, Weston, Lajone & Turner P.C. ] Seqricdeanes o IR
Atin: Date Chin
1603 LBJ Freeway, Suite 280
Dallas, Texas 75234

THE ABQVE SPACE IS FOR FILING OFFICE USE ONLY
1. DEBTOR'S NAME: Provide only ane Dabior name (1a or 1b) (use exact, fult name; do nol omit, madify, or abbreviale any part of the Debtor's aame); if any pari af the Individual Deblor's
name will not it In line 1b, leava all of item 1 blapk. check here D and provice the Individuat Debtor informalion in item 10 of \he Financing Statemenl Addendum (Form UCC1Ad)

1n DRGANIZJ\TIO_N'S NAME
TRWF LLC
o 1b. INDIVIDUAL'S SURNAME FIRST PERSONAL NAME ADDITIONAL NAME(S)INITIAL(S) SUFFIX
fe. MAILING ADDRESS CiTY STATE |POSTALCODE COUNTRY
1755 Wittington Place Suite 340 Farmers Branch TX | 75234 USA

2 DEBTOR'S NAME: Provide only pne Deblor name 24 or 2b) {use exacl, fult name; da nol amil, modity, ar abbreviate any par of the Deblor's name); f any part of the Individual Deblor's
name witl nat fit in line 2b, leave all of item 2 blank, check hera G and provido tha Indlviduat Pabtor informalion in iterm 10 of (he Financing Stalement Addendum (Form UCC1Ad)

2a, ORGAMIZATION'S NAME
OR 2b. INDIWVIDUAL'S SURNAME FIRST PERSONAL NAME ADDITIONAL NAME(S)INITIAL(S) SUFFIX
2¢. MAILING ADDRESS GITY STATE |POSTAL CODE COUNTRY
3. SECURED PARTY'S NAME (ar NAME of ASSIGNEE of ASSIGNOR SECURED PARTY): Provige enly una Secured Parly name (3a or 3b)
3a. ORGANIZATION'S NAME
SOUTHERN PROPERTILES CAPITAL LTD
OR a5, INDIVIDUAL'S SURNAME FIRST PERSONAL NAME ADDITIONAL NAME(S)INITIAL(S) SUFFIX
3c. MAILING ADDRESS CITY STATE {POSTAL CoBk COUNTRY
1603 LBJ Freeway, Suite 280 Farmers Branch TX | 75234 USA
4, COLLATERAL: This financing stalement cavers Ihe follzwing coflateral:
See Exhibit "A" attached hereto and made a part hereof.
5. Check gnly if applicable and check gply one box. Callatersl is D held in 3 Trusl [soe UCC1Ad, hem 17 and Instruclions) being administered by a Decedent’s Peisonal Represonlalive
== o
6a. Check pnly if applicable and check pnly one box: Bb. Check gnly { apphcable and chock gnly ona box:
D Public-Financo Transactian ]:l Manulaclured-Home Transaction D A Dabter k& a Tranamitling Ullitly D Agricultural Lien D Non-UCC Filing
7. ALTERNATIVE DESIGNATION (i applicadle) a Lessee/Lossor L_] ConsigneelConsignor _ D Seller/Buyer D Baitee/Bailor [:I LicenseniLicensar

8. OPTIONAL FILER REFERENCE DATA;
Parc at Windmill Farms - TRWF Sccured Interest - DOT UCC - DE SOS Filing

. X Inlernational Association of Commercial Adminisirators (IACA)
FILING OFFICE COPY — UCC FINANCING STATEMENT (Form UCG1) (Rev. 04/20/11) - e R
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EXHIBIT “A”

100% of its interest in IMJAV LLC which consist of 100% of the membership interest in JMJAV LLC.
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EXHIBIT A-21
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FILING NUMBER: 20-0017974808
FILING DATE: 5/14/2020 11:53 AM
DOCUMENT NUMBER: 970482710002
FILED: Texas Secretary of State
Received by Fax

UCC FINANCING STATEMENT

FOLLOW INSTRUCTIONS
A. NAME & PHONE OF CONTACT AT FILER (optional)

B. E-MAIL CONTACT AT FILER (optional)

C. SEAMD ACKAAA ENCRIERT T (Anmn and Adrsvnonl

B~ ey .

PO Box 1831
Austin, TX 78767 ‘
I CARITOL §00.3454647 N

THE ABOVE SPACE IS FOR FILING OFFICE USE ONLY

=T
1. DEBTOR'S NAME: Provide onty pne Debbor name (1a or 1b) (use ezscl, fult name; do nol omit, modify, or abbreviste any part of e Debtor's name); if any part of the Individus! Debtor's
namie will nof fit in Iine b, leave all of itsm 1 blank, check here |:| and provids the Individual Dabtor information In itom 10 of the Finencing Slatemesnt Addendum (Form UCC1Ad)

te. ORGANIZATION'S NAME JMJAV LLC

o
a

1h. INDIVIDUAL'S SURNAME FIRST PERSONAL NAME ADDITIONAL NAME(S)INITIAL{S) SUFFIX

e MAILING ADDRESS ¥ - STATE |POSTAL CODE COUNTRY
3901 MIDWAY ROAD SUITE 102-1LB243 'ARMERS BRANC X |75244 USA

2. DEBTOR'S NAME: Provide only gna Debtor name (2a or 2b) (use axact, full name; do not omit, modify, or abbreviata any part of the Debtor's namey; if any part of the Individual Debtor's
name will not fit in line 2b, feave all of itsm 2 blank, check here |:| and provide the Individusl Debtor Infomtatlon in item 10 of the Financing Statement Addendum (Form UCC1Ad)

28, ORGANIZATION'S NAME
OR | INDIVIDUAL'S SURNAME FIRST PERSONAL NAME ADDITIONAL NAME(S)INITIAL(S)  |SUFFIX
2c. MAILING ADDRESS oy STATE |POSTAL CODE COUNTRY
3.SECURED PAR'I-‘Y'S NAME (or NAME of ASSIGNEE of ASSIGNOR SECURED PARTY): Provide only gng Secured Party nama (3a or 3b)

3a. ORGANIZATION'S NAME SOUTHERN PROPERTIES CAPITAL LTD
OR [ INDIVIDUAL'E SURNAME FIRST PERSONAL NAME ADDITIONAL NAME(E)INITIAL{S) | SUFFIX
1603 157 FReEWAY, SULTE 800 PALLAS o% |ymzan ol

4. COLLATERAL: This financing covera the following collateral:
100% OF ITE INTEREST IN DAFR LLC WHICH CONSISTS OF 1% OF THE MEMBERSHIF INTEREST IN D4FR LLC

5. Chack pnly If epplicable and check paly one box: Collatsral is [:]neld In a Trust {sea UCC1AM, em 17 and Instruclions) _I:.ming by a Decedenl's Parsona) Rep
e ————————
B8, Check gply If applicable and check aniy ons box: Bb. Check paly If spplicable and check paly one box:

| | Public-Finance Transaction | Manufaclured-Home Transaclion [ ] A Debtor Is a Transmitting Utiity [] Agricultural Lien | | Non-ucc Fiing
7. ALTERNATIVE DESIGNATION (if applicable): Lessse/Leasor I:[ Consignee/Consignor CLS:llmamr D Ballea/Ballor Licensee/Liconsor
8. OPTIONAL FILER REFERENCE DATA:
JMJAV — D4AFR - TX — STATE

— - -
FILING OFFICE COPY — UCC FINANCING STATEMENT (Form UCC1) (Rev. 04/20/11)  miermational Association of Commarcial Ag o Ey@feseyA5A)
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EXHIBIT A-22
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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

UCC FINANCING STATEMENT

FOLLOW INSTRUCTIONS
A. NAME & PHONE OF CONTACT AT FILER (optional)

B. E-MAIL CONTACT AT FILER (aptional)

Cs -

Return Ackewiedgement to: !
[ 1
Capital Servioss, Inc.
1 e PO Bm"g:;ﬁ? '
Austin, TX
L % 800.345.4847 ! __J
THE ABOYE SPACE IS FOR FILING OFFICE USE ONLY

1. DEBTOR'S NAME: Provide only one Debtor name (1a or 1) (use exact, ful name; do not omit, medify, or abbrevigte eny part of the Deblor's name); if any part of the Individus! Debtor's
name will nol it in lina 1b, leava all of itsm 1 biank, check here D and provids the Individual Osbtor information in itam 10 of the Financing Biatemant Addendum (Form UCC1Ad)

16. ORGANIZATION'S NAME JMJAV LLC

OR 1b. INDIVIDUAL'S SURNAME FIRST PERSONAL NAME ADDITIONAL NAME(S)/INITIAL(S}) SUFFIX
1c1. mibnm ADORESS cITY, STATE |POSTAL GODE COUNTRY
3901 MIDWAY ROAD, SUITE 102-1B243 FARMERS BRANCH X 75244 usaA

2 DEBTOR'S NAME: Provide arty g Debtor name (28 or 2h) (use exact, full name; do not amit, modify, or abbreviata sny part of the Debtor's namey; if any part of the Individual Debtar’s

name will nal fit in line 2b, leave all of iem 2 blank, check here D and provide the Individual Deblor Informalion In item 10 of the Financing Statement Addendum (Form UCC1Ad)

28, ORGANIZATION'S NAME
oR 2b, INDIVIDUAL'S SURNAME FIRST PERSONAL NAME ADDITHONAL NAME(S)/INITIAL(S) SUFFIX
2c, MAILING ACDRESS CITY STATE |POSTAL CODE COUNTRY

3. SECURED PARTY'S NAME (or NAME of ASSIGNEE of ASSIGNOR SECURED PARTY}: Provids only gng Secursd Party narma (3a or 3b)
30, ORGANIZATION'S NAME SOUTHERN PROPERTIES CAPITAL LTD

OR 35, INDIVIDUAL'S SURNAME FIRST PERSONAL NAME ADDITIONAL NAME(B)/INITIAL{S} | SUFFIX
3c. MAILING ADDRESS cITY STATE |POSTAL CODE COUNTRY
1603 LBJ FREEWAY, SUITE 800 DALLAS X |75234 usa

4, COLLATERAL: Thie financing statemant covers the following cdllateral:
100% OF ITS INTEREST IN JMJD4 LIC WHICH CONSISTS OF 1% OF THE MEMBERSHIP INTEREST IN JMJD4 LLC.

5. Chack pnly f spplicable and check ﬂ ona bo: Collateral ls Dr::m I a Trust (see UCC1Ad, item 17 and Instuclions) :eii ed by 2 Decadont's Personal Repx taty
6a. Check poly If applicable and check paly one bax: 6b. Check paly I spplicatle and chack galy one box

[] pustic-Finence Trensssion  [—] Manutactured-Home Transaction [] ADebtor is a Transaitiing Utilty [] Agdeuiwrst ien [ non-ucc Filing
7. ALTERNATIVE DESIGNATION (if applicable): E Losasa/Lossor I:] Consignea/Consignor D Sellar/Buysr D Bailae/Bailor D Licensee/liosrsor

8. OPTIONAL FILER REFERENCE DATA:
JMJAY — JMIJD4 — TX - STATE

FILING OEFICE COPY — UCC FINANCING STATEMENT (Form UCCT) {Rev. 04/20/11) Intenational Assaciation of Commarcial Amxg;:;(;g;%:s
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EXHIBIT A-23
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UCC FINANCING STATEMENT

FQLLOW INSTRUCTIONS
A NAME & PHOME OF CONTACT AT FILER (optional}

Delaware Department of State
T.C.C. Fillng Section
Filed: 12:00 PM 0§/142020
C. SEND ACKROWLEDGMENT TO:  (Name and Addrass} U.C.C. Initial Fiting No: 2020 3407113

[mewox. SERVICES, INC. '"")

8. E-MAIL CONTACT AT FILER (cptional)

Service Requesi No: 20203897739

THE ABOVE SPACE I8 FOR FILING OFFICE USE ONLY

1. DEBTOR'S NARE: favide oniy gog Cebtor nems (18 di 1b) (use exad, full natw, do Pol oW, modify, or abbrevitie eny part of the Deblar's nama): i eny part nhthe Indivicual Babtor’s
aame will not Btin inae 1b, Ieave il of lew 1 plark, check haie [j ang provide the ingndual Cebdtor wformelion i tem 10 of he Finenang Satement Addendum (Fonn UCC1AG)

- “g. ORGANIZATICN'S NAME JMJD4 LLC
o B, INDIVIDUAL'S SURNARE FIRST PERSORAL NAME ADEATIONAL NAMESYINITIAL{S) SUFFIX
lli Maihil:{e !EE!!)BFS:&Y T 1 02 182 43 CITY RS o STATE {PDSTAL CODE COUNTRY
3 WAY ROAD, SUITE 102- FARMERS BRAN ™® 75244 USA
2. CEBTOR'S NAME: Frovide anly ang Deblor name (Za or 20 (tse exart, full narme, do nol omil. madify, or abbreviate any part of the Debtor's marne) if any part of e Individual Deblor's
nzme will net fit i line 2b, feawe ali of fem 2 plark, check here U ard provide te Indivivsal Deblor ioformation in item 10 of the Financing Stalement Addendum {Farn UCCHAG)
Zu GRGAMIZATION'S NAME
OR 2b. INDIVIDUAL'S SURMAME FIRSTPERSONAL NAME ADDITIOMAL MAME(SYINITIAL(S) SUFFK
2o, MAILING ADDRESS CITY STATE |[PDETAL CODE COUNTRY
3. SECURED PARTY'S NAME (or NAWE of ASSIGNEE of ASSIGNOR SECURED PARTY}: Provide anly gag Secured Party sems (3a or 3b)
30 ORGANIZATION'S NAME  SOUTHERN PROPERTIES CAPITAL LID
2 b INCIVIEIJAL'S BURNAME FIRS T PERSONAL NAME ADO [TDNAL HAME(SMITIAL{S) BUFFIX
g MAILNG ADDREES CIY, STAE  MOSTAL COOE COURTEY
1603 LBJ FREEWAY, SUITE 280 DALLAS ™ | 75234 uSA
i
4. COLLATERAL: This fineoring siatement sovars the milowing mllatsr
= 100% OF ITS INTERRST IN D4R LLC WHICK CONSISTS OF 98.50% OF "THE MEMBERSHIP INTEREST IR D4FR LLC.
— 1
5. Chock gniy if appliceble and check galy one box. Callataral is [__,! held in a Trist (see UCCIAS, tom 17 and Ipslructions) Elﬁ:il){l adminisiensd by & Deosdent’s Parsonal Ropresentutive
S
Ba. Chack galy il epphicebls and check only ons bax: Bl Chack galy if apphcebls and check oly one box
[_I Fublic-Finanse Transaction m Marfectund-Home Traassrlion D A Dablor is a Transsnutling Utitity I::I Acwivnitusal e [1 Mon-UGC Filing
crs o e S AT et e
F. AUTERRATIVE DESIGNATION {if applicabla): D LBsss8/Lassol D Consiee Conaigrior j Selar/Buyer | Balleafbeint fj Licensea/Livansor
L

8. OPTIONAL FiLER REFERENCE DATA:
JEIDE - DEFH - DE - STATE

intarnaticnal Assoclation of Commaerciat Adminletrators (ACA}

APP000255

FILING OFFICE COPY — UCC FINANCING STATEMENT (Form UCC1) (Rev, 04/20/11}



Case 3:22-cv-02118-X Document 208 Filed 04/13/23 Page 262 of 360 PagelD 6120

EXHIBIT A-24

APP000256



Case 3:22-cv-02118-X Document 208 Filed 04/13/23 Page 263 of 360 PagelD 6121

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

D4FR,LLC

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

Attn: Timothy Barton

Re:  Conversion option for Parc at Windmill Farms Apartments 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 Parc at Windmill Farms, Fomey, Texas (“Project™).

Attached is a proposed purchase contract to effect a transfer from the Project owner, D4FR
LLC to SPC through a deed, once the lender on the Project and HUD have consented to the transfer.
Also attached is a check for $100.00 made out to Enoch Investments, LLC, TRWF LLC and
JMJAV, LLC.

Please retum the signed contract so we can continue to process a TPA approval of the
transfer. If you or your attorney have any questions, please contact Jay LaJone of Steptoe &
Johnson PLLC at 214-373-2556.

Sincerely,

SOUTHERN PROPERTIES CAPITAL LTD.

o Bt -

Bradley J. Muth, President

15519368v1 _
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Enoch Investments’TRWF/IMJAV CHECK PAYMENT NBt 311666 DATE 10/03/2022

IM]0L

DESCRIPTION NET AMOUNT

INVGICE
CONVERSION-NOTH| 1 SPC Conversion Notice

$ 100.00 |

Southern Properties Capital Ltd W £ 100.00

1603 LBJ Freeway
Suite 300
DALLAS, TX 75234

_ THIS CHECK IS VOID WITHOUT A PURPLE & BLUE BORDER AND BACKGROUND PLUS A KNIGHT & FINGERPRINT WATERMANK ON THE BACK - HOLD AT ANOLE TO VIEW. "2
Ny

Southern Properties Capital Ltd Bank Leumi USA VOID AFTER 90 DAYS 311666
1603 LB) Freeway, Suite 800 New York, NY
Dallas, TX 75234 (469)522-4200 SR

DATE 10/03/2022

B?QT)?E-[C{) g:‘ : Enoch Investments/TRWF/IMJAV ‘ E 100,00\
One Hundred Dollars and 00 Cents
Enoch Investments/TRWEF/IMJAV QA_,-___
Enoch [nvestments, LLC

TRWF LLC ) :
JIMIAV, LLC Aaa, Wbﬁ-f

Dallas, TX 75234

"®3LLEEENI* 10dBOO27HLIE L10L 29L,800w APP000258



Case 3:22-cv-02118-X Document 208 Filed 04/13/23 Page 265 of 360 PagelD 6123

EXHIBIT A-25

APP000259



Case 3:22-cv-02118-X Document 208 Filed 04/13/23 Page 266 of 360 PagelD 6124

AGREEMENT FOR PURCHASE AND SALE

This AGREEMENT FOR PURCHASE AND SALE (this “Agreement”), is made and
entered into as of October _ , 2022 (the “Effective Date™), by and between SOUTHERN
PROPERTIES CAPITAL LTD., a British Virgin Islands corporation (“Purchaser”), and D4FR
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:

(@)  The real property located in the City of Forney, 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 Parc at Windmill Farms 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) Seller’s right, if any, to the use of the name “Parc at Windmill Farms
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 furnishings or items of personal property used
in connection with the ownership and operation of the Land (the “Personal Property”);

()  All of Seller’s right, title 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 - Pape |
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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;

69) 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, mcludmg, 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 balance of the existing HUD-insured note
and first lien mortgage, dated December 1, 2017, encumbering the Property in the original
principal amount of $36,240,000.00 (“First Lien”). The amount to be assumed will be the
outstanding principal balance, plus accrued but unpaid interest, as of Closing (“First Lien
Amount”).

22  (a) 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, Attn: 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)  As used 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
shall 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 expressly provided herein, 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 Seller 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 - Page 2
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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, 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 to 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”).

3.2  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 shall 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.

(©) 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 each 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 forth

AGREEMENT FOR PURCHASE AND SALE - Page 3
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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.

()  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 Governmental 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.

) Seller 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 AND SALE Page 4
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()] 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”, “release”, “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
Property, or sufficient funds in the reasonable judgment of Purchaser shall be escrowed for such

purpose.
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(o)  Seller 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 (1) 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 Seller’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
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,
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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 shall 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 Directors to the transaction contemplated hereby.
If Purchaser’s Board of Directors 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.

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
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losses and condemnation excepted. During the term of this Agreement, Seller 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 i0 be maintained in full force and effect at an amount no less than the full replacement
cost of the Property.

(©) 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 Seller 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.

39  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 waived by written notice from Purchaser to
Seller:

(a) 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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(©) Financing

(1)  Seller is the borrower under the First Lien in the original
principal amount of $36,240,000.00. 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 shall have a reasonable amount of time after receipt of such information
required to make a filing or supplemental filing. In the event that on or before the 180th 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.

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”):
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(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 materially affect the marketability of the Property.

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

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

(§  The First Lien.

(20  All building, subdivision, land sales, securities, 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 (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, unless waived by Purchaser. If Purchaser gives Seller an Objection Notice
within the period set forth above, then all matters disclosed on the 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™)
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that Seller is unable or unwilling 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.

53  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 Seller 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, shall be
deducted from the Purchase Price on the Closing Date and paid to the Title Company with
instructions to pay and discharge such matters.

55 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 following:

(a) Record the Deed and loan documents, if any, associated with this
transaction.

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

(¢)  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 Sale”).

(c)  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.

) A rent roll for the Property (the “Closing Rent Roll”’) 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)  All 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.
@@ Organizational and authority documents satisfactory to the Title Company.
G) 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.
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()] 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.

(0)  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:

(@) The Purchase Price.

(b) The Deed.

(c) The Bill of Sale.

(d)  The Assignment of Leases.

(e) The Transfer Documentation executed by Purchaser.

® Organizational and authority documents satisfactory to the Title Company.

(g2) 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 Letter”). 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.

® Such other documents and instruments as may be required in this
Agreement or by the Title Company in order to consummate the transactions described in this
Agreement.

G) 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.
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ARTICLE §: 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 shall 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  Onthe Closing Date, the following adjustments and apportionments shall be made
by authorized representatives of the parties in cash as of the Adjustment 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 estate 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 characterized

97 &t 9 (&

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.

(¢)  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
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.
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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  All 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 At the Closing and subject to the prorations herein provided, Seller shail receive a
cash credit in an amount equal to the sum of all 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 shall 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 first to any amounts due
Purchaser and then to the extent such rents relate to the period through and including 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 delinquent 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.
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,
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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  Ifthe sale contemplated by this Agreement is not consummated because of Seller’s
failure to perform its obligations 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  Ifeither 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. If Purchaser does not terminate this Agreement as aforesaid, then on the Closing Date:

M) 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 renewals 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 Seller shall assign,
transfer and set over to Purchaser at Closing all of Seller'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

(ii) 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.

10.3  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.
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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  Selier 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.

11.4 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 sent by such a courier, in either case addressed as follows:

Seller: D4FR LLC
13901 Midway Road, Suite 102
Dallas, Texas 75244
Attention: Timothy Barton
Telephone;  972-385-9934
E-mail: TBarton@jmijdevelopment.net

Purchaser: Southern Properties Capital Ltd.
1603 LBJ Freeway, Suite 800
Dallas, Texas 75234
Attn: Bradley Muth
Phone: 469-522-2366

E-mail:bradley. muth@pillarincome.com
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with a copy to: Steptoe & Johnson PLLC
1603 LBJ Freeway, Suite 750
Dallas, Texas 75234
Attn: Jay A. LaJone
Phone: 214-373-2556
E-mail:jay.lajone@steptoe-johnson.com

12.2 (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 contrary:

(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 terms and provisions of this Agreement the time for
performance falls 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 shall be extended to
the next business day thereafter.

(¢)  This Agreement may be executed in one or more counterparts, all 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. Unless
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.

()  Ifany 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
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Agreement shall not be affected thereby, but each such remaining term and provision shall be valid
and shall remain in full force and effect.

® 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.

(8@  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.

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

)] 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 parties agree that any actions taken or documents (including this
Agreement) signed by any trustee, officer, or director of Seller or Purchaser are undertaken in 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 Seller 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: D4FR LLC,
a Texas limited liability company
By:
Timothy Barton, President
Purchaser: SOUTHERN PROPERTIES CAPITAL LTD.,

a British Virgin Islands corporation

By:
Name:
Title:

AGREEMENT FOR PURCHASE AND SALE — Page 20
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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 day of , 20___, and agrees to accept,
hold and disburse the Earnest Money Deposit in accordance 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

By:
Name: James P. Lazar
Title: Escrow Agent

EXHIBITS:

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

D - Due Diligence Materials

AGREEMENT FOR PURCHASE AND SALE - Page 21
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EXHIBIT “A”

LEGAL PROPERTY DESCRIPTION

AGREEMENT FOR PURCHASE AND SALE - Page 22
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EXHIBIT “B”

TENANT NOTIFICATION LETTER

Dated: ,20
Re: (“Property™)
Dear
As of the date of this letter, , @
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: 3

Name:
Title:

AGREEMENT FOR PURCHASE AND SALE - Page 23
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ACKNOWLEDGED:
SELLER: ’
a
By:
Name:
Title: o

AGREEMENT FOR PURCHASE AND SALE - Page 24
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EXHIBIT “C”
CURRENT RENT ROLL

(see attached)
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EXHIBIT “D”
DUE DILIGENCE MATERIALS

(see attached)
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11 Atem Received Comments |
2

3 1 General lnformatien Ete) |
4 1|Description of Propesty: legal description

2Mortgage documents (note. deed of trust, etc.) and ather liens‘deeds on the
5 «L'-_vgﬂmm
6 _ 3|Title documents
7 __4|ALTA Survev
8 _ 5|As Builts or Building plans (please note if they are located at the property) |

9 IL Contracts

6{Sexvice Contraces: List and eopies of service contracts, equipment leases,
warranties, vehicles and other agreements relating to the operation of the property,
including assignability ‘cancellation provisions:

21 8{Pemmits & License

23 _10|Management Agreement: or leasi eements
24 _11|Unhity Bills for the Property for the 2 most recent months

12| Warranties; guarantees: with zespect to any part of the property or any mechanical
equipment in, on or about the property; mmchuding but not limited to teemites, roofs,
25 __ |laundry equipment, and pool
26 T Financial Informetion |
13| Detail Operating Statements: Current month & past three calendar years, to miclude
a cuxrent 12 month rofting report. Audited financials if a HUD deal - three years

28| 14|Capital Expendinres: Past three vears, detailed with dollas amoumts
29 _15|Curent Budget

16{Rent Roll: tenants’ unit number, square feet, lsase begmnmg ending dates, base
30 rent per unit, free rent’rent abatement, secunty deposit. In Excel the Ist month.
Cusrent 1 ease form with addendums - leases to be available for inspection at site
31 _17|visit
32 _18|Bank Statements & Reconciliations: last 3 months for property
19| Accounts payable/aging Hst - will need to be updated immediately ptior to closing

kX
34 3p|Aged delinquency & prepaid reports - will need npdated immedistely prios to

35 _21| Al Units report in Excel

36 anemahle Items report
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1 ltem Received Comments |
2
3 L Gemeralinformation s Ete) |
4  1|Description of Property: legal description
2|Mortgage documents (riote, deed of trust, etc.) and other liens ‘deeds on the
5 __|Property (f applicable).
6 _ 3|Title documents
7 3|ALTA Survey
8 5|.-\s Builts or Building plans (please note if they are located at the property)
9 1L Contracts |

warmanties, vehicles and other agreements relating to the operation of the property,

10 as. bility; cancellation provisions:
1 Cable

12 Laundry

13 Phone

14 Intemet

15 |Landscaping

16 Trash removal

17 Pest Conirol

18 Termite

19 __ |Resident Water/'Sewes reimbursement billing
20 _ T|VendorList

-2:1 SIPmnits & License
22 ce Cenificates and Policies and a loss run for the past 3 vears

23 _10|Management Agreement: or leasing agreements

24 lllUﬂi_t&iﬂs for the Property for the 2 most recent months

12| Warranties/guarantees: with respect to zny part of the propesty or any mechanical

equipment in, on or about the property; including but not kimited to tenmites, roof’,

25 __ |laundry equipment, and pool

26 NI Fimancisl Information |
13|Detail Operating Statements: Current month & past three catendar years, to include

a current 12 month rolting report. Audited financials if a HUD deal - three years

27
28  14|Capital Expenditures: Past three years, detailed with dollar amounts
29 _15{Current Budget
16{Rent Rofl: tenants’ unit number, squere feet, lease beginning/ending dates, base
30 reat pesunit, free rentrent abatement, secusity deposit. In Excel the Ist month.

Current Lease form with addendums - leases to be available for mspection at site
31 _17)visit

32 _18|Bank Statements & Reconciliations: last 3 months for property
19

Accounts payable‘aging list - will need to be updated immediately prior to closing

33
34 20|Aged delinquency & prepaid sepons - will need updated immediately prior to
35 21| All Units repert in Excel

36 p|Rentable ltems report
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EXHIBIT A-26
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SUNRIDGE

Management Group

MANAGEMENT AGREEMENT

PARC AT WINDMILL FARMS APARTMENTS

IN

FORNEY, TEXAS

MANAGEMENT AGREEMENT

BETWEEN

D4FR LLC
("OWNER")

AND

SUNRIDGE MANAGEMENT GROUP, INC.
("AGENT")

DATED AS OF: January 20%", 2017

Rev 07/20/2016
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SUNRIDGE

Management Group

MANAGEMENT AGREEMENT

Recitals

Article I - Appointment and Term of Agreement

1.01  Appointment
1.02 Term
1.03  Termination for Cause

Article IT - Responsibilities of Agent

2.01  Standard of Care

2.02  Operation of Property

2.03  Employees

2.04  Enforcement of Leases

2.05 Compliance with Leases, Laws and Mortgages
2.06  Notification to Owner

2.07  Books and Records

2.08  Reports and Reconciliation of Accounts

2.09 Contracts

Article III - Bank Accounts

3.01  Operating Account
3.02  Security Deposits

Article IV - Budgets and Expenditures

4.01  Business Plan
4.02  Expenses Paid from Operating Account
4.03 Insufficient Income

Article V - Indemnification and Insurance

5.01 Insurance

5.02  Certificates and Policies of Insurance
5.03  Owner's Liability Insurance

5.04  Agent's Responsibilities

Article VI - Compensation of Agent and Management Facilities

6.01 Management Fee

Article VII - Termination

7.01  Obligations Upon Termination
7.02  Remedies
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Article VIII - Miscellaneous Provisions

8.01 Headings

8.02  Notice

8.03  Relationship of the Parties

8.04  Entire Agreement

8.05  Assignment

8.06  Legal Representatives, Successors, Transfers and Assigns
8.07  Attorneys' Fees

8.08 Time of the Essence

8.09  Governing Law

8.10  Severability

8.11  No Interest in Condemnation or Insurance Proceeds
8.12  Mutual Waiver

8.13  Agent's Operating Procedures

8.14  Asbestos and Toxic Wastes

8.15  Other Engagements

8.16  Subordination

Signatures

Exhibit "A" - Property Description
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SUNRIDGE

Management Group

MANAGEMENT AGREEMENT

THIS MANAGEMENT AGREEMENT (the "Agreement") is made and entered into as of the 20 day of
January, 2017 by and between D4FR LLC ("Owner") and SunRidge Management Group, Inc., a Nevada
Corporation ("Agent").

WITNESSETH:

WHEREAS, Agent has been retained as property managing agent by D4FR LLC ("Owner"), the owner of
the real property more particularly described on Exhibit "A", attached hereto and by this reference made a
part hereof (the "Land"); there are certain improvements on the Land, which include, but are not limited
to, that certain apartment project known as "PARC AT WINDMILL FARMS APARTMENTS" (the
"Building");

WHEREAS, the Land, the Building and any parking facility or structure located on the Land are sometimes
collectively referred to herein as the "Property";

WHEREAS, Owner desires to appoint Agent (which is in the business of managing and operating residential
real estate) and Agent desires to accept the appointment, to manage and supervise the day-to-day
operations of the Property; and

WHEREAS, this Agreement is entered into for the purpose of setting forth the terms on which Agent will
manage the Property.

NOW THEREFORE, incorporating the recitals as set forth above, and in consideration of the mutual
covenants herein contained, and Ten and No/100 Dollars ($10.00) and other good and valuable
consideration paid by the parties hereto to one another, the receipt and sufficiency of which are
acknowledged, the parties hereto do covenant and agree as follows:

ARTICLE I — APPOINTMENT AND TERM OF AGREEMENT

1.01  Appointment

Subject to the terms and conditions hereof, Owner hereby appoints Agent and delegates to Agent the sole
and exclusive right to manage, supervise and operate the day-to-day functions of the Property, and Agent
hereby accepts its appointment.

1.02 Term

This Agreement shall commence JUNE, 2018 (the "Commencement Date") and continue for a period of
one (1) year, and shall thereafter automatically renew on a month-to-month basis, provided that either
party may terminate the Agreement at its sole discretion at any time during the Term hereof (including the
initial one-year period) upon thirty days’ prior written notice to the other party. The entire term of this
Agreement is sometimes herein referred to as the "Term".

1.03  Termination for Cause
Owner, at its option, may terminate this Agreement for "Cause" at any time upon giving written notice

thereof and the term "Cause" shall include (a) fraud, misrepresentation, misappropriation of funds,
furnishing any statement, report, notice, writing, or schedule to Owner that Agent knows is untrue or

Rev 07/20/2016 4 of 13
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SUNRIDGE

Management Group

MANAGEMENT AGREEMENT

misleading in any material respect on the date as of which the facts set forth therein are stated or certified,
or breach of trust by Agent, (b) the failure of Agent to comply with any term or condition of this Agreement,
which, although not listed in (a) immediately preceding, has a material and adverse effect on any of the
Property, (c) the bankruptcy or insolvency of, the assignment for the benefit of creditors by, or the
appointment of a receiver for any of the property of Agent, (d) the transfer or sale of the Property, (e) an
intentional or grossly negligent or illegal act committed by Agent against Owner, and (f) Agent's negligence,
wilful and/or reckless misconduct that causes damage to Owner.

ARTICLE II - RESPONSIBILITIES OF AGENT

2.01 Standard of Care
Agent shall operate, manage and maintain the Property, for and on behalf of Owner, diligently and in good
faith, in accordance with sound, reasonable and prudent property management practices.

2.02  Operation of Property

Agent shall collect the Gross Monthly Collections (as defined in Section 6.01(b) hereof), comply with the
provisions of the manager's policy manual provided by Owner (the "Policy Manual"), and institute, be
responsible for and supervise, at the expense of Owner, all maintenance and operational activities of the
Property, including, but not limited to, the following:

a) providing any necessary repairs to the Property for all mechanical, electrical and plumbing systems and
equipment on the Property;

b) contracting in the name of Owner for gas, electricity, water and such other utility services to be
furnished to the Property as Agent deems appropriate;

c) contracting with independent contractors for the performance of services hereunder; and
d) any other activity expedient to the operation of the Property.

2.03  Employees

a) All matters pertaining to the employment, supervision, compensation, promotion and discharge of
employees who are managing and operating the Property are the responsibility of Agent, and Agent
shall be in all respects the employer of such employees.

b) Agent shall fully comply with all applicable laws and regulations having to do with workers'
compensation, social security, unemployment insurance, hours of labor, wages, working conditions and
other employer-employee related subjects.

¢) In the event that Agent's employees are engaged to work in connection with other properties than the
Property, wages and other expenses with respect to such work shall be allocated between properties,
which allocations shall be subject to review by Owner.

2.04 Enforcement of Leases

Agent shall use diligent efforts to enforce the terms of all tenant leases and to collect all rents (including
tenants' obligations to pay a portion of operating expenses, taxes and common area maintenance charges)
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SUNRIDGE

Management Group

MANAGEMENT AGREEMENT

and other charges which may become due at any time from any tenant or from others for services provided
in connection with or for the use of the Property, or any portion thereof. All monies so collected shall be
deposited in the "Operating Account" (as that term is defined in Section 3.01 herein).

2.05 Compliance with Leases, Laws and Mortgages

For the account of Owner, agent shall fulfill all the obligations of the Owner as landlord under leases
pertaining to the Property which shall, however, be in the name of and executed by Owner as landlord.
Agent shall operate the Property in compliance with federal, state and local laws, ordinances, regulations
and orders and the terms of the local Board of Fire Underwriters or similar body, any space lease, ground
lease, and lien or security instrument affecting or encumbering the Property or Building; and Agent shall
immediately provide Owner with written notice of any violation or default pursuant to any of the foregoing
and shall remedy same.

2.06  Notification to Owner
In addition to all other notices provided for herein, Agent shall, to the extent of its knowledge, promptly
notify Owner of all material adverse matters concerning the Property, including, without limitation:

a) all lawsuits, condemnation proceedings, zoning or any other governmental orders, notices, actions or
threats that may adversely affect the Property;

b) any major and material claim made by a tenant that Agent or Owner has failed to perform any
obligations of Owner or Agent under any lease or agreement to which the Agent or Owner is a party;

¢) the occurrence of any fire or other casualty on or about the Property or any other personal injury or
property damage (such notice to be in compliance with the requirements of all insurance policies), and
Agent shall permit insurance adjustors to view damages before repairs are started except for
emergency situations;

d) any requirement of any insurance carrier or of any governmental agency with respect to the Property;
e) any material offers to purchase the Property

2.07 Books and Records

Agent shall maintain separate, complete and identifiable records and files on all matters pertaining to the
Property and Building, including, but not limited to, all revenues and expenditures, service contracts and
leases. Said books and records shall be kept at the offices of Agent in the Building or such other place as
Owner and Agent from time to time agree. Agent shall keep accurate and complete books and accounts
in accordance with tax basis accounting principles, consistently applied, showing operations and
transactions relating to the Property and showing (provided that Owner furnishes appropriate information
to Agent) the assets, liabilities, and financial condition of the Property. Owner will be required to use the
comprehensive accounting/property management system developed by Agent for use at the Property.
Owner's duly authorized representatives shall at all times during regular business hours have the right to
audit said records and books.

2.08 Reports and Reconciliation of Accounts
On or before the tenth (10th) day of each month during the Term or as otherwise directed by Owner, Agent
shall provide to Owner such reports pertaining to the Property as are required by Owner.

Rev 07/20/2016 6 of 13

APP000294



Case 3:22-cv-02118-X Document 208 Filed 04/13/23 Page 301 of 360 PagelD 6159

SUNRIDGE

Management Group
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2.09 Contracts
Unless otherwise requested by Owner:

a) All contracts relating to the operation of the Property shall be in the name of and executed by Agent
on behalf of Owner.

b) Agent may not enter into contracts pertaining to the Property with parties affiliated with, under the
common control of or controlled by Agent unless specifically consented to in writing by Owner. Unless
specifically consented to in writing by Owner, personnel of Agent may not be used to provide services
which could be provided by outside personnel or agencies (including, but not limited to, landscaping
and HVAC maintenance).

c) Agent shall use reasonable efforts to require that each independent contractor indemnify and save
harmless Owner and any partners of Owner and its officers, directors, agents, employees, and
subsidiaries from and against all liability, claims and demands on account of injury to persons (including
death) and damage to property arising out of or resulting from the willful misconduct or gross
negligence of the independent contractor, or employees or agents of the independent contractor, in
the performance of the contract or work by the independent contractor, its employees, or agents, or
from the independent contractor's property. Agent shall also use reasonable efforts to induce the
independent contractor and such agents to agree that such independent contractor and such agents
shall, at its expense, (i) defend any and all suits or actions against Owner or a partner of Owner and/or
Agent brought as a result of any such willful misconduct or gross negligence, (ii) pay all reasonable
attorneys' fees and all other expenses in connection therewith, and (iii) promptly discharge any
judgments arising there from.

ARTICLE III - BANK ACCOUNTS

3.01  Operating Account

Agent shall deposit all rents and other funds collected from the operation of the Property, including but not
limited to any and all advance funds in a special account (the "Operating Account") for the Property in a
federally insured financial institution designated by Owner. Out of the Operating Account, Agent shall pay
the operating expenses of the Property and any other payments relative to the Property as permitted by
the terms of this Agreement. The balance in the Operating Account shall be transferred at such times as
may be designated by Owner to Agent in writing from time to time, to an account of Owner at the financial
institution designated by Owner.

3.02  Security Deposits
When required by law and/or mortgage documents, Agent shall deposit tenant security deposits in a special

account in the name of Owner in a financial institution designated by Owner. Agent shall maintain detailed
records of all security deposits, which records may be inspected by Owner's employees or appointees.
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ARTICLE IV - BUDGETS AND EXPENDITURES

4.01  Business Plan

Within ninety (90) days after the Commencement Date with respect to the first calendar year of the Term,
and no later than December 15th of each year during the Term with respect to any subsequent calendar
years (or at such other date as designated by Owner, but no more frequently than once during each twelve
month period), (following Owner's approval, the "Approved Budgets") for the management and operation
of the Property and Building for the forthcoming twelve month period which shall include an Operating
Budget (following Owner's approval, the "Approved Operating Budget") and a Capital Budget (following
Owner's approval, the "Approved Capital Budget"). Budget line items shall include:

a) costs of the gross salary and compensation, or pro rata share thereof, including, but not limited to,
payroll taxes, insurance, workers' compensation and other benefits, of any of Agent's staff whose full-
time, on-site duties involve the day to day operation or management of the Property;

b) costs necessary for the management, operation, and maintenance of the Property; and
c) any and all capital expenditures authorized by Owner and directed by Owner to be incurred.

4.02  Expenses Paid from Operating Account
All expenditures contemplated to be paid from the Operating Account are limited to the extent that such
costs and expenses are authorized by this Agreement.

4.03 Insufficient Income

If at any time the cash in the Operating Account shall not be sufficient to pay the bills and charges which
have been or may be incurred with respect to the Property and which are payable from the Operating
Account, Agent shall notify Owner immediately upon first projection or awareness of a cash shortage or
pending cash shortage.

ARTICLE V - INSURANCE AND INDEMNIFICATION

5.01 Insurance
It is understood and agreed between Owner and Agent that, throughout the Term, insurance policies as
described in (a) and (b) below shall be in full force and effect.

a) Comprehensive General Liability: Owner shall provide comprehensive general liability insurance, at its
expense and in such amounts as Owner may reasonably determine necessary to protect the Property,
Owner and Agent, including coverage for personal injury and coverage concerning the contractual
liability of Agent to Owner described in Section 5.04 below. Owner may obtain such policy through an
agent or company of Owner’s choice, in which case Agent shall be named as an Additional Insured
under the Policy, or Owner may choose coverage available through Agent’s CGL policy, in which case
Owner shall be named as an Additional Insured under Agent’s Policy. Any premiums paid by Agent
with respect to such insurance shall be charged as Operating Expenses under Section 4.01 above.
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b) Worker's Compensation:  Agent shall provide worker’s compensation insurance covering Agent’s
employees. The cost of such insurance for Agent’s staff working on the Property shall be charged as
an Operating Expense under Section 4.01 above.

5.02 Certificates and Policies of Insurance

All certificates must contain waiver of subrogation clauses and must provide that if such policies are
cancelled or changed during the period of coverage as cited therein in such manner as to affect the
insurance coverage, written notice will be mailed to Owner and Agent by registered or certified mail
delivered at least thirty (30) calendar days prior to such cancellation or change (and such certificates shall
include no language absolving the issuer thereof from liability for its failure so to provide such notice).

5.03  Owner’s Liability Insurance

Owner may elect to self-insure with respect to the liability coverage required by Section 5.01 above,
provided that Owner shall agree in a separate agreement in writing to indemnify Agent for any costs,
expenses, attorney’s fees or judgment rendered against Agent that would have been covered by a
comprehensive general liability policy naming Agent as an Insured.

5.04 Agent's Responsibilities

Except to the extent Owner is reimbursed under any insurance policy covering such risks (or would have
been reimbursed by an insurance policy except for the fact that Owner elects to self-insure against such
risks), Agent shall be liable to Owner for, and shall indemnify and hold harmless Owner from, any and all
claims, demands, causes of action, debts, liabilities, judgments, damages and expense, including, without
limitation, costs and reasonable attorneys' fees in connection with the enforcement of this indemnity
(collectively, the "Claims"), which may be incurred by or made against Owner arising out of (a) the gross
negligence, willful misconduct, fraud, breach of trust, illegal acts or intentional misrepresentation of Agent
or its employees, or (b) a material breach by Agent or its employees of an express and clear provision of
this Agreement; provided however, Agent and its employees shall not be liable for, and shall not be required
to indemnify Owner from, any Claims caused by the acts or omissions by Agent or its employees and
reasonably believed in good faith by the party so acting to be within the scope of the authority granted
Agent or any other party under this Agreement or under any contract or agreement authorized hereby.

ARTICLE VI - COMPENSATION OF AGENT

6.01 Management Fee

a) Owner agrees to pay Agent, and Agent agrees to accept as full compensation for the services to be
rendered to Owner hereunder during the Term hereof, a sum (the "Management Fee") equal to $3500
or three percent (3%) of the "Gross Monthly Collections" (as defined below) from the Property
(whichever is the greater) when, as, and only to the extent actually collected from the Property.
The Management Fee shall be payable monthly in arrears, commencing upon the last day of the first
month or partial month, as the case may be, of the Term.

b) "Gross Monthly Collections" shall mean the total gross monthly collections received from the Property
as a result of rental of all or any portion of the Property, including security deposits, payment of money
by a tenant or any other person or entity to Owner or Agent in consideration for or in conjunction with
a security deposit, excluding fire loss proceeds, condemnation proceeds, proceeds received by Owner
in connection with the sale of any portion of the Property or personal property located upon the
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Property, and the refinancing of any indebtedness secured by a lien on any portion of the Property or
otherwise related to the operation of the Property.

ARTICLE VII - TERMINATION

7.01  Obligations Upon Termination

Upon termination for whatever cause, Agent shall, not later than sixty (60) days from the effective date of
termination of this Agreement, deliver to Owner the original of all books, permits, plans, records, leases,
licenses, contracts and other documents pertaining to the Property and their operation, all insurance
policies, bills of sale or other documents evidencing title or rights of Owner, and any and all records or
documents, whether or not enumerated herein, which are necessary or desirable for the ownership and
operation of the Property. Agent shall assign unexpired service and supply contracts to Owner or parties
designated by Owner. All personal property (including, but not limited to, capital equipment, hardware,
trade and non-trade fixtures, materials and supplies) acquired pursuant to this Agreement, whether paid
for directly by Owner or by way of reimbursement to Agent, shall become the property of Owner and shall
remain at the Property after the termination of this Agreement in accordance with its terms, unless Owner
shall request Agent to remove said property. The obligations set forth in this paragraph shall be in addition
to any and all other rights, liabilities and obligations created under this Agreement and as provided by law.

7.02  Remedies

Owner's remedy to terminate this Agreement pursuant to the terms of this Article VII shall not be exclusive,
and in the event of any default by Agent, the Owner shall be entitled to exercise any and all other remedies
and rights of Owner set forth herein or available at law or in equity (unless expressly waived in writing by
the Owner). The sole remedy of Agent in the event of wrongful termination by Owner shall be to sue Owner
for the loss of its Management Fee during the applicable period.

ARTICLE VIII - MISCELLANEOUS PROVISIONS

8.01 Headings
The headings used herein are for purposes of convenience only and should not be used in construing the
provisions hereof.

8.02  Notice

Any notice, demand or communication required or permitted hereunder shall be given in writing and shall
be deemed received (a) immediately upon delivery in person; (b) three (3) days after being deposited in
the U.S. mail by certified mail, postage prepaid; or (c) the first business day after being deposited with a
recognized overnight courier service (which courier services shall include, by way of illustration but not
limitation, Federal Express). Each such notice shall be addressed to the party to receive such
communication at the following address:

Rev 07/20/2016 10 of 13
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If to Owner:
DA4FR LLC
13901 MIDWAY RD, SUITE 102
DALLAS, TX 75244

If to Agent:

SunRidge Management Group, Inc.
1603 LBJ Freeway, Suite 350
Dallas, TX 75234

or other address as any party may hereafter designate by written notice to the other parties hereto.

8.03  Relationship of the Parties

Agent is an independent contractor hired by Owner pursuant to the terms hereof. Nothing contained in this
Agreement, nor any acts of the parties hereto, shall be deemed or construed by the parties hereto, or
either of them, or any third party, to create the relationship of principal and agent or a partnership or a
joint venture between the parties hereto.

8.04 Entire Agreement

This Agreement represents the entire agreement between the parties with respect to the subject matter
hereof, and to the extent inconsistent therewith, supersedes all other prior agreements, representations,
and covenants, oral or written. Amendments to this Agreement must be in writing and signed by all parties
hereto.

8.05  Assignment

Owner shall have the right, at any time and from time to time, in its sole discretion, to assign its rights and
obligations hereunder to a third party acquiring the Property provided that any such third party enters into
a written agreement assuming Owner's obligations hereunder. Agent may not assign its rights and
obligations hereunder.

8.06 Legal Representatives, Successors, Transfers and Assigns

This Agreement shall be binding upon and inure to the benefit of Owner and Agent and their respective
legal representatives, successors, transfers and assigns (but nothing contained herein shall be interpreted
to permit any assignment not otherwise expressly permitted by another provision of this Agreement).

8.07  Attorneys' Fees

In the event of any controversy, claim or action being filed respecting this Agreement or in connection with
the Property, the prevailing party shall be entitled, in addition to all other expenses, costs or damages, to
recover its reasonable attorneys' fees actually incurred, at prevailing hourly rates of the attorney or law
firm in question.

8.08 Time of the Essence
Time is of the essence of this Agreement.

Rev 07/20/2016 11 of 13
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8.09  Governing Law
THIS AGREEMENT SHALL BE GOVERNED BY AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE
STATE WHERE THE PROPERTY IS LOCATED.

8.10  Severability

Every provision of this Agreement is intended to be severable. If any term or provision hereof is illegal for
any reason whatsoever, such provision shall be severed from the Agreement and shall not affect the validity
of the remainder of this Agreement.

8.11  No Interest in Condemnation or Insurance Proceeds

Agent shall not have any interest in or claim to any condemnation proceeds for the Property awarded to
Owner or any insurance proceeds paid to Owner with respect to any casualty to the Property; provided,
however, that nothing contained herein shall prevent or be deemed to prevent Agent from pursuing or
seeking an award separate from Owner's award in any condemnation proceeding or a separate claim under
any insurance policy.

8.12  Mutual Waiver

The failure by any party to exercise any right or power given herein or by law, or to insist upon strict
compliance by any other party with any obligation imposed hereunder, shall in no event constitute a waiver
of such party's right to demand full and complete compliance with each and every provision hereof or to
exercise and enforce all available powers and remedies.

8.13  Agent's Operating Procedures
Agent shall comply with such reasonable rules and regulations governing operations of the Property as
Owner shall from time to time establish and make known to Agent.

8.14  Asbestos and Toxic Wastes

Agent shall not cause any toxic wastes to be placed upon the Property. Agent covenants that it will use
reasonable efforts to prevent the storage, emission or disposal of any dangerous, toxic or hazardous
pollutants of any sort on the Property. Agent hereby indemnifies and holds harmless Owner from and
against any loss, cost, damage or liability, including, but not limited to, court costs and attorneys' fees, in
connection with the occurrence of any environmental hazard on the Property (as listed above) resulting
from its negligence.

8.15  Other Engagements

Owner acknowledges and consents to the fact that Agent may be engaged in providing to other owners of
other buildings in the area of the Building, the same or similar services which Agent is providing herein and
that such engagement shall not be or be deemed to be a conflict of interest or a breach of Agent's fiduciary
duty to Owner.

8.16  Subordination

Agent shall not have any right or interest in the Property nor any claim of lien with respect thereto. This
Agreement and the rights of Agent hereunder are and shall be subordinate to any deed to secure debt,
mortgage, deed of trust, security agreement, or other security instrument now existing or hereafter made
encumbering the Property and executed and delivered by Owner to secure any indebtedness of Owner with
respect to the Property. Agent does hereby agree that this Agreement and all of the rights, duties, and
liabilities of Agent hereunder will be terminated as to the Property if the holder of any such deed to secure

Rev 07/20/2016 12 of 13
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debt, mortgage, deed of trust, security agreement or other security instrument succeeds to all of the
beneficial right, title, and interest of Owner in and to the Property by virtue of the appointment of a receiver,
foreclosure, acceptance of a deed in lieu of foreclosure, or otherwise.

IN WITNESS WHEREOQF, the parties hereto have caused this instrument to be executed under seal and
delivered, as of the day and year first above written.

"OWNER"

D4FR LLC

By: 2
///’

Name: Timothy Barton

Title: Managing Member

"AGENT"

SUNRIDGE MANAGEMENT ¢

J

4
Name: Ronald F. Akin
Title: President
Rev 07/20/2016 13 of 13
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ADDENDUM *“A”

HUD REQUIREMENTS

1. Require clauses. Owner and Manager agree that:
a. Management fees will be computed and paid according to HUD requirements.
b. HUD may require the owner to terminate the agreement.

1) Immediately without penalty if an event of default occurs under the
Security Instrument, Note or Regulatory Agreement; or Subsidy Contract
attributable to the management agent occurs; or

2) Upon 30 days written notice, for failure to comply with the provisions of
the Management Certification or other good cause; or

3) When HUD takes over the property as Mortgagee in Possession.

c. If HUD terminates the agreement pursuant to its authority under the loan
documents (HUD 92466M, Regulatory Agreement provision 21), the owner will
promptly make arrangements for obtaining an alternate management agent that is
satisfactory to HUD.

d. HUD?’s rights and requirements will prevail in the event of any conflicts with the
terms of the management agreement.

e. The management agent must turn over to the owner all of the project’s cash,
accounts, deposits, investments, and records immediately, but in no event no
longer than 30 days after the date the management agreement is terminated.

f. Management Agreements cannot exempt the agent from liability for damages,
injuries and losses.

g. HUD may impose a maximum term on the Management Agreement if the HUD
staff approved the agent on a conditional basis.

h. The contract may provide for a fixed term or an open-ended term (e.g.,
automatically renewable or “to remain in effect until canceled by HUD, the
owner, or the agent”).

i. If the length/term of the Agreement changes before initial endorsement, the
owner/agent must submit a new Management Certification.

"OWNER”
D4FR, LLC —

By:

Name: Tirothy Bdrton

Title: Managifg ffember
a5

"AGENT" | |/
Sunl}:i'dge Mgnagement Group, Inc.
{ /

Al
[

f
By}

Name: Rgnald F. Akin
Title: resident
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AMENDMENT TO MANAGEMENT AGREEMENT

This Amendment to the Management Agreement (this “Amendment”) by and between D4FR, LLC (“Owner”),
and Sunridge Management Group, Inc. (Agent”), is entered into and is effective as of May 11, 2017.

RECITALS

A. Owner and Management Agent entered into that certain Management Agreement dated January
20, 2017 (the “Management Agreement”) to provide for the management of the Parc at Windmill
Farms Apartments to be located in Forney, TX (The “Project”).

B. Owner has received a commitment for a mortgage loan in the amount of
(the “Loan”) from Greystone Funding Corporation (the “Lender”) used to finance the
construction of the Project.

C. The Loan is being insured by the Federal Housing Administration, an organizational unit of the
United States Department of Housing and Urban Development (“HUD”).

D. As a condition of extending and insuring, respectively, the Loan, the Lender and HUD require
that the Management Agreement be amended as provided herein.

E. Owner and Management Agent desire to amend the Management Agreement as required by the
Lender and HUD in order to obtain the loan.

NOW, THEREFORE, in consideration of the agreements and covenants set forth herein, and other
good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the
parties hereto agree as follows:

1. The following Addendum is hereby added to the Management Agreement:

ADDENDUM TO MANAGEMENT AGREEMENT
HUD REQUIREMENTS

In addition to the requirements of Section 17, all management agreements must contain the
following provisions:

a. HUD’s rights and requirements prevail in the event of any conflict with the terms of the
management agreement.

b. The management agreement shall not be assigned without the prior written approval of
HUD.

c. Management fees will be computed and paid in accordance with HUD requirements.

1
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d. HUD may require Borrower to terminate the management agreement:

(1) immediately without penalty if an Event of Default occurs under the Security
Instrument, Note, or Regulatory Agreement;

(2) upon thirty (30) days written notice to Borrower and management agent, for failure
to comply with the provisions of the Management Certification, or for other good
cause; or

(3) immediately without penalty when HUD takes control of the Mortgaged Property
pursuant to its rights under the loan documents as mortgagee in possession.

e. If Borrower terminates the management agreement pursuant to a request from HUD, the
management agent must immediately turn over to Borrower all of the cash, accounts,
deposits, investments, and records pertaining to the Mortgaged Property.

f. Borrower may terminate the management agreement for cause with no more than a thirty
(30) day notice period.

g. The management agreement shall not exempt the management agent from liability for
damages, injuries or losses, resulting from the management agent’s gross negligence or
willful misconduct.

(Remainder of page intentionally blank; signature page follows)
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IN WITNESS WHEREOF, this Amendment is executed by Owner and Management Agent, effective as of
the date set forth above.

OWNER
DA4FR, LLC
BY:
Timothy Barton, President
MANAGEMENT AGENT

Sunridge Management Group, Inc.

BY:
Ronald F. Akin, President
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Preparing receipt data...

Kaufman, TX RECORDER
RECEIPT

Date:12/13/2017

For:Lawyers Title Insurance Company - DFW
Total: $190

Entry #:2017-0028853

Receipt #:2017-0028853

County Recorder: == Laura Hughes ==
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1

OMB Approval No.2502-0598
{Exp. 06/30/2017)

Public Reporting Burden for this collection of information is estimated to average .75 hours per response, including the time for
reviewing instructions, searching existing data sources, gathering and maintaining the data needed, and completing and reviewing
the collection of information. Response to this request for information is required in order teo receive the benefits to be derived.

This agency may not collect this information, and you are not required to complete this form unless it displays a currently valid OMB
control number. While no assurance of confidentiality is pledged to respondents, HUD generally discloses this data only in
response to a Freedom of Information Act request.

2228005229
Prepared by and
Recording Requested by:
Thomas Kelly Derryberry
Peaseley & Derryberry PLC
504 Autumn Springs Ct, Suite 26
Franklin, TN 37067

After Recording return to:

Department of Housing and Urban Development
Attn: Legal Department

801 Cherry Street, Unit #45, Suite 2500

Ft. Worth, TX 76102

U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
REGULATORY AGREEMENT FOR MULTIFAMILY PROJECTS

UNDER SECTIONS 207, 220, 221(d)(3), 221(d)(4), 223(a)(7), 223(f) and 231 OF THE
NATIONAL HOUSING ACT, AS AMENDED

Replaces HUD- 92465, 92466, FHA-1730, and 1733

Project Name: Parc at Windmill Farms Apartments

HUD Project No. 113-35682

HAP Contract No.: N/A

Project Location: Forney, County of Kaufman, Texas

Lender: Greystone Servicing Corporation, Inc. Processed under: [X]MAP [ JTAP
Original Principal Amount of Multifamily Note: $36,240,000.00

Originally endorsed for insurance under §221(d}{4).

Date of Note: as of December 1, 2017

Residual Receipts Rider: Yes X No

*If “yes” is checked, the Surpius Cash provisions of this Agreement are modified by an attached Rider
relating to residual receipts account requirements.

Previous editions are obsolete; Regulatory Agreement HUD-92466M (06/14)
Replaces form HUD-92466 (11/02}
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This Agreement is entered into this 1st day of December, 2017, between D4FR
LLC, a limited liability company, organized and existing under the laws of State of
Texas, whose address is 1755 Wittington Place, Suite 340, Dallas, TX 75234, its
successors, heirs, and assigns (jointly and severally} (Borrower) and the United States
Department of Housing and Urban Development, acting by and through the Secretary,
his or her successors, assigns or designates (HUD).

In consideration of, and in exchange for an action by HUD, HUD and Borrower
agree to the terms of this Agreement. The HUD action may be one of the following:
HUD’s endorsement for insurance of the Note, HUD's consent to the transfer of the
Mortgaged Property, HUD's sale and conveyance of the Mortgaged Property, or HUD’s
consent to other actions related to Borrower or to the Mortgaged Property.

Further, Borrower and HUD execute this Agreement in order to comply with the
requirements of the National Housing Act, as amended, and the regulations adopted by
HUD pursuant thereto. This Agreement shall continue during such period of time as
HUD shall be the owner, holder, or insurer of the Note. Upon satisfaction of such Note,
this Agreement shall automaticaily terminate. However, Borrower shall be responsible
for any Violations of this Agreement which occurred prior to termination.

Violation of this Agreement may subject Borrower and other signatories hereto to
adverse actions. Refer to Article VII below.

AGREEMENTS: Borrower and HUD covenant and agree as follows:
|l. DEFINITIONS

1. DEFINITIONS. Any capitalized term or word used herein but not defined shall have
the meaning given to such term in the Security Instrument between Borrower and
Lender or the Note. The following terms, when used in this Agreement (including when
used in the above recitals), shall have the following meanings, whether capitalized or
not and whether singular or plural, unless, in the context, an incongruity results:

a. “Affiliate” is defined in 24 C.F.R. 200.215, or any successor regulation.

b. “Borrower” means all entities identified as “Borrower” in the first paragraph of
the Security Instrument, together with any successors, heirs, and assigns (jointly
and severally). “Borrower” shall include any entity taking title to the Mortgaged
Property whether or not such entity assumes the Note. Whenever the term
“Borrower” is used herein, the same shall be deemed to include the obligor of the
debt secured by the Security Instrument and shall also be deemed to be the
mortgagor as defined by Program Obligations.

c. “Business Day” is defined in Section 46.

Previous editions are obsolete; Regulatory Agreement HUD-92466M (06/14)
Replaces form HUD-92466 (11/02) )
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3
d. “Construction Contract” means the construction contract, approved by HUD,
between Borrower and the contractor contracting to perform construction or
substantial rehabilitation on the Project.

e. “Declaration of Default” is defined in Section 37.

f. “Displaced Persons or Families” means a person, family or families, displaced
from (i} an urban renewal area, (ii) as a result of government action, or (iii} as a
result of a major disaster determined by the President pursuant to the Robert T.
Stafford Disaster Relief and Emergency Assistance Act.

g. “Distribution” means any disbursal, conveyance or transfer of any portion of
the Mortgaged Property, including the segregation of cash or assets for
subsequent withdrawal as Surplus Cash, other than in payment of Reasonable
Operating Expenses, or any other disbursement, conveyance, or transfer
provided for in this Agreement.

h. “Elderly Person” means any person, married or single, who is 62 years of age
or older.

i. “Fixtures” means all property or goods that become so related or attached to
the Land or the Improvements that an interest-arises in them under real property
law, whether acquired now or in the future, excluding all tenant owned goods and
property, and including but not limited to: machinery, equipment, engines,
boilers, incinerators, installed building materials; systems and equipment for the
purpose of supplying or distributing heating, cooling, electricity, gas, water, air, or
light; antennas, cable, wiring and conduits used in connection with radio,
television, computers, security, fire prevention, or fire detection or otherwise
used to carry electronic signals; telephone systems and equipment; elevators
and related machinery and equipment; fire detection, prevention and
extinguishing systems and apparatus; security and access control systems and
apparatus; plumbing systems; water heaters, ranges, stoves, microwave ovens,
refrigerators, dishwashers, garbage disposals, washers, dryers and other
appliances; light fixtures, awnings, storm windows and storm doors; pictures,
screens, blinds, shades, curtains and curtain rods; mirrors; cabinets, paneling,
rugs and floor and wall coverings; fences, trees and plants; swimming pools;
playground and exercise equipment and classroom furnishings and equipment.

Previous editicns are obsclete; Regulatory Agreement : HUD-92466M (06/14)
Replaces form HUD-92466 (11/02) ’
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j. “Goods and Services” is defined in Section 22.

k. “HUD” means the United States Department of Housing and Urban
Development acting by and through the Secretary in his capacity as insurer or
holder of the Loan under the authority of the National Housing Act, as amended,
the Department of Housing and Urban Development Act, as amended, or any
other federal law or regulation pertaining to the Loan or the Mortgaged Property.

[. “Impositions” and “Imposition Deposits” are defined in the Security
Instrument.

m. “Improvements” means the buildings, structures, and alterations now
constructed or at any time in the future constructed or placed upon the Land,
including any future replacements and additions.

n. “Indebtedness” means the principal, interest on, and all other amounts due at
any time under the Note or the Security Instrument, including prepayment
premiums, late charges, default interest, and advances to protect the security as
provided in the Security Instrument.

0. “Land” means the estate in realty described in Exhibit A.

p. “Leases” means all present and future leases, subleases, licenses, concessions
or grants or other possessory interests now or hereafter in force, whether orat or
written, covering or affecting the Mortgaged Property, or any portion of the
Mortgaged Property (including but not limited to proprietary leases, non-
residential leases or occupancy agreements if Borrower is a cooperative housing
corporation), and all modifications, extensions or renewals. (Ground leases that
create a leasehold interest in the Land and where the Borrower's leasehold is
security for the Loan are not included in this definition.)

g. “Lender” means the entity identified as "Lender" in the first paragraph of the
Security Instrument, or any subsequent holder of the Note, and whenever the
term “Lender” is used herein, the same shall be deemed to include the Obligee,
or the Trustee(s) and the Beneficiary of the Security Instrument and shall also be
deemed to be the Mortgagee as defined by Program Obligations.

r. “Loan” means the loan initially made by Lender to Borrower, as defined in the
Security Instrument.

Previous editions are obsolete; Regulatory Agreement HUD-92466M (06/14)
Replaces form HUD-92466 {11/02)
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s. “Mortgaged Property” means all of Borrower's present and future right, title and
interest in and to all of the following whether now held or later acquired:

(1)
()
(3)
(4)
(5)

(7)

(8)

(9)

the Land;

the Improvements;
the Fixtures;

the Personalty;

all current and future rights, including air rights, development rights,
zoning rights and other similar rights or interests, easements, tenements,
rights-of-way, strips and gores of land, streets, alleys, roads, sewer rights,
waters, watercourses, and appurtenances related to or benefiting the
Land or the Improvements, or both, and all rights-of-way, streets, alleys
and roads that may have been or may in the future be vacated;

all insurance policies covering the Mortgaged Property, and all proceeds
paid or to be paid by any insurer of the Land, the Improvements, the
Fixtures, the Personalty or any other part of the Mortgaged Property,
whether or not Borrower obtained such insurance policies pursuant to
Lender’s requirement;

all awards, payments and other compensation made or to be made by any
Governmental Authority with respect to the Land, the Improvements, the
Fixtures, the Personalty or any other part of the Mortgaged Property,
including any awards or settlements resulting from condemnation
proceedings or the total or partial taking of the Land, the Improvements,
the Fixtures, the Personalty or any other part of the Mortgaged Property
under the power of eminent domain or otherwise and including any
conveyance in lieu thereof;

all contracts, options and other agreements for the sale of the Land, the
Improvements, the Fixtures, the Personalty or any other part of the
Mortgaged Property entered into by Borrower now or in the future,
including cash or securities deposited to secure performance by parties of
their obligations;

all proceeds (cash or non-cash), liquidated claims or other consideration
from the conversion, voluntary or involuntary, of any of the Mortgaged

Previous editions are obsolete; Regulatory Agreement HUD-92466M (06/14)
Repfaces form HUD-92466 (11/02)
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Property and the right to collect such proceeds, liquidated claims or other
consideration;

(10) all Rents and Leases;

(11) all earnings, royalties, instruments, accounts, accounts receivable,
supporting obligations, issues and profits from the Land, the
Improvements or any other part of the Mortgaged Property, and all
undisbursed proceeds of the Loan and, if Borrower is a cooperative
housing corporation, maintenance charges or assessments payable by
shareholders or residents;

(12) all Imposition Deposits;

(13) all refunds or rebates of Impositions by any Governmentai Authority or
insurance company (other than refunds applicable to periods before the
real property tax year in which the Security Instrument is dated);

(14) all forfeited tenant security deposits under any Lease;

(15) all names under or by which any of the above Mortgaged Property may be
operated or known, and all trademarks, trade names, and goodwill relating
to any of the Mortgaged Property;

(16) all deposits and/or escrows held by or on behalf of Lender under
Collateral Agreements; and

(17) all awards, payments, settlements or other compensation resulting from
litigation involving the Project.

Notwithstanding items numbered (1) through (17) above, Borrower may hold non-
project funds in separate, segregated accounts, specifically iabeled as non-project
funds, which are not part of the Mortgaged Property. These accounts may hold those
assets owned or received by Borrower, through equity contributions, gifts, or loan
proceeds that were not required by HUD to become part of the Mortgaged Property and
were not made a part of the Mortgaged Property by Borrower and funds released from
the Mortgaged Property in compliance with Program Obligations (such as Distributions
of Surplus Cash, if allowed).

t. “Note” means the Note executed by Borrower described in the Security
Instrument, including all schedules, riders, allonges and addenda, as such Note may
be amended from time to time.

Previous editicns are obsolete; Regulatory Agreement HUD-92466M (06/14)
Replaces form HUD-92466 (11/02)
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u. “Notice” is defined in Section 46.

v. “Personalty” means all equipment, inventory, and general intangibles. The
definition of “Personalty” includes furniture, furnishings, machinery, building
materials, appliances, goods, supplies, tools, books, records (whether in written or
electronic form), computer equipment {(hardware and software) and other tangible or
electronically stored personal property (other than Fixtures) that are owned, leased
or used by Borrower now or in the future in connection with the ownership,
management or operation of the Land or the Improvements or are located on the
Land or in the Improvements, and any operating agreements relating to the Land or
the Improvements, and any surveys, plans and specifications and contracts for
architectural, engineering and construction services relating to the Land or the
Improvements, choses in action and all other intangible property and rights relating
to the operation of, or used in connection with, the Land or the Improvements,
including all certifications, approvals and governmental permits relating to any
activities on the Land. Intangibles shalf also include all cash and cash escrow funds
refated to the Project, such as but not limited to: Reserve for Replacement
accounts, bank accounts, residual receipt accounts, and investments.

w. “Principal” is defined in 24 C.F.R. 200.215, or any successor regulation.
X. “Project” and “Project Assets” mean the Mortgaged Property.

y. “Program Obligations” means (1) all applicable statutes and any regulations
issued by the Secretary pursuant thereto that apply to the Project, including all
amendments to such statutes and regulations, as they become effective, except that
changes subject to notice and comment rulemaking shall become effective only
upon completion of the rulemaking process, and (2) all current requirements in HUD
handbooks and guides, notices, and mortgagee letters that apply to the Project, and
all future updates, changes and amendments thereto, as they become effective,
except that changes subject to notice and comment rulemaking shall become
effective only upon completion of the rulemaking process, and provided that such
future updates, changes and amendments shall be applicable to the Project only to
the extent that they interpret, clarify and implement terms in this Agreement rather
than add or delete provisions from such document. Handbooks, guides, notices,
and mortgagee letters are available on HUD's official website:
(http://iwww.hud.gov/offices/adm/hudclips/index.cfm or a successor ocation to that
site).

z. “Property Jurisdiction” is (are) the jurisdiction(s) in which the Land is located.

Previous editicns are obsolete; Regulatery Agreement HUD-92466M (06/14)
Replaces form HUD-92466 (11/02}
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aa. “Reasonable Operating Expenses” means the reasonable expenses and
payments that arise from the purchase of goods or services which are exclusively
used for the operation, maintenance, and routine repair of the Project (including all
payments and deposits required under this Agreement, the Note, or the Security
Instrument), or as otherwise permitted by Program Obligations.

bb. “Rents” means all rents (whether from residential or non-residential space),
revenues, issues, profits (including carrying charges, maintenance fees, and other
cooperative revenues, and fees received from leasing space on the Mortgaged
Property), other income of the Land or the Improvements, gross receipts,
receivables, parking fees, laundry and vending machine income and fees and
charges for food and other services provided at the Mortgaged Property, whether
now due, past due, or to become due, residual receipts, and escrow accounts,
however and whenever funded and wherever held.

cc. “Reserve for Replacement” is defined in Section 10.

dd. “Security Instrument” means the MULTIFAMILY DEED OF TRUST,
ASSIGNMENT OF LEASES AND RENTS, AND SECURITY AGREEMENT (HUD-
94000M), and any other security for the Indebtedness between Borrower and
Lender, and shall be deemed to be the “mortgage” as defined by Program
Obligations.

ee. “Surplus Cash” means certain Project cash pursuant to the calculation set
forth in Section 13.

ff. “State” includes the several states comprising the United States of America, and
Puerto Rico, the District of Columbia, Guam, the Commonwealth of the Northern
Marianas, American Samoa, and the U.S. Virgin Islands.

gg. “Taxes” means all taxes, assessments, vault rentals and other charges, if any,
general, special or otherwise, including all assessments for schools, public
betterments and general or local improvements, that are levied, assessed or
imposed by any public authority or quasi-public authority, and that, if not paid, could
become a lien on the Land or the Improvements.

hh. “Undocumented Expense” is defined in Section 16.
ii. “Violation” is defined in Section 36.

ji. “Waste” means a failure to keep the Mortgaged Property in decent, safe and
sanitary condition and in good repair. During any period in which HUD insures the
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Loan or holds a security interest on the Mortgaged Property, Waste is committed
when, without Lender’'s and HUD's express written consent, Borrower:

(1)  physically changes the Mortgaged Property, whether negligently or
intentionally, in a manner that reduces its value;

(2) fails to maintain and repair the Mortgaged Property in accordance
with Program Obligations;

(3) fails to pay before delinquency any Taxes secured by a lien having
priority over the Security Instrument;

(4)  materially fails to comply with covenants in the Note, the Security
Instrument or this Regulatory Agreement respecting physical care,
maintenance, construction, abandonment, demolition, or insurance
against casualty of the Mortgaged Property; or

(5) retains possession of Rents to which Lender or its assigns have the
right of possession under the terms of the Loan Documents;

ll. CONSTRUCTION; REFINANCING

2. [Check the applicable box(es).]

[<la. CONSTRUCTION FUNDS. Borrower shall keep funds of the Mortgaged
Property to be used for construction or substantial rehabilitation separate and apart
from operating funds of the Mortgaged Property. Funds for construction or substantial
rehabilitation are identified in the Building Loan Agreement and/or Construction
Contract.

[ Jo. NON-CRITICAL, DEFERRED REPAIR FUNDS. Borrower shall keep funds of
the Mortgaged Property to be used for non-critical repairs separate and apart from
operating funds of the Mortgaged Property. Funds for non-critical repairs are identified
in the Escrow Agreement for Non-Critical, Deferred Repairs, if applicable.

3. UNPAID OR OUTSTANDING OBLIGATIONS. Borrower certifies, upon final or
initial/final endorsement of the Note by HUD, Borrower shall have no unpaid obligations
in connection with the purchase of the Mortgaged Property, the construction or repair of
the Mortgaged Property, or with respect to the Security Instrument, except such unpaid
obligations as have the written approval of HUD as to terms, form and amount; and,
except for those obligations approved by HUD in writing, the Land shall be paid for in
full and is free from any liens or purchase money obligations, or if the Land is subject to
a leasehold interest, it must be subject to a HUD approved lease, and it shall be free
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from any lien. As of the date hereof, Borrower has no knowledge of any liens or
encumbrances against the Mortgaged Property that are not reflected as exceptions to
coverage in the lender’s title policy insuring the Security Instrument accepted by HUD or
that are not shown on the UCC search. All contractual obligations of Borrower or on
behalf of Borrower with any party shall be fully disclosed to HUD.

4. LENDER’S CERTIFICATE. Borrower acknowledges receipt of the Lender’s
Certificate or the Request for Endorsement of Credit Instrument & Certificate of Lender,
Borrower & General Contractor, as applicable. To the extent such document
establishes or reflects obligations of Borrower, such provisions are incorporated herein
by this reference. Borrower agrees that the fees and expenses enumerated in the
applicable document have been fully paid or payment has been provided for as set forth
in such document and that all funds deposited with Lender shall be used for the
purposes set forth in such document insofar as Borrower has rights and obligations in
respect thereto.

5. CONSTRUCTION COMMENCEMENT/REPAIRS.

Xa. [Check the box to the left for Construction/Substantial Rehabilitation
fransactions.] Borrower certifies that it has not commenced construction or substantial
rehabilitation of the Mortgaged Property prior to HUD's initial endorsement of the Note,
except that this Section 5a is not applicable if HUD has given prior written approval to
an early start of construction, or if this Project is an Insurance Upon Completion or if
such work has been disclosed to and approved in writing by HUD. |If Borrower has
received prior written approval for early start, Borrower shall perform, observe and
comply with all Program Obligations for early start prior to initial endorsement, which
includes but is not limited to the release of liens in association with the Project, the
funding of escrows for change orders, and the payment of an inspection fee.

[ lb. [Check the box to the left for Refinance/Purchase transactions.] Borrower
shall complete any non-critical repairs in accordance with the terms of the Firm
Commitment. Borrower is in receipt of HUD’s written acknowledgment of the
satisfactory completion of any non-critical repairs for the Mortgaged Property to the
extent such non-critical repairs have been completed. Borrower has provided funds to
complete any remaining repairs, as evidenced by the Escrow Agreement for Non-
critical, Deferred Repairs, in accordance with Program Obligations, if applicable.

6. DRAWINGS AND SPECIFICATIONS. The Mortgaged Property shall be constructed
in accordance with the terms of the Construction Contract as approved by HUD, if any,
and with the Drawings and Specifications that have been approved by HUD and
deemed attached to the Construction Contract.
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7. REQUIRED PERMITS

Xa. [Check the box to the left for Construction/Substantial Rehabilitation
transactions.] The Borrower has obtained, or caused to be obtained, all necessary
certificates, permits, licenses, qualifications, authorizations, consents and approvals
from all necessary Governmental Authorities to own and operate the Project and to
carry out all of the transactions required by the Loan Documents and to comply with all
applicable federal statutes and regulations of HUD in effect on the date of the Firm
Commitment, except for those, if any, which customarily would be obtained at a later
date, at an appropriate stage of construction or completion thereof, and which the
Borrower shall obtain, or cause to be obtained, in the future. As the construction of the
Project progresses, the Borrower will obtain or cause to be obtained, and submit to
HUD and Lender all necessary building and other permits required by Governmental
Authorities. The Mortgaged Property shall not be available for occupancy by any tenant
without the prior written approval of HUD and of all other legal authorities having
jurisdiction of the Mortgaged Property.

[b. [Check the box to the left for Refinancing/Acquisition transactions.] Borrower
has obtained, or cause toc be obtained, all necessary certificates, permits, licenses,
qualifications, authorizations, consents and approvals from all necessary Governmental
Authorities to own and operate the Project, to carry out all of the transactions required
by the Loan Documents and to comply with all applicable federal statutes and
regulations of HUD in effect on the date of the Firm Commitment. If HUD requires that
Borrower execute an Escrow Agreement for Non-Critical, Deferred Repairs in
connection with HUD’s endorsement for insurance of the Note, the licenses and permits
that are in effect as of the date hereof are sufficient to allow any repair of the
improvements required pursuant to the terms of the Escrow Agreement for Non-Critical,
Deferred Repairs to proceed to completion in the ordinary course.

8. ACCOUNTING REQUIREMENTS.

Xla. [Check the box to the left for Construction/Substantial Rehabilitation
transactions.} Borrower shall submit a cost certification to HUD, if and as required by
Program Obligations, for all receipts and disbursements during the period set forth
therein. The excess of project income over property disbursements, as determined by
HUD, shall be treated as a recovery of construction cost, except as otherwise allowed in
Program Obligations.

[ Ib. [Check the box to the left for Refinancing/Acquisition transactions.] Borrower
shall submit a cost certification to HUD, if and as required by Program Obligations,
including all receipts and disbursements relating to repairs required pursuant to the
Building Loan Agreement and/or the Escrow Agreement for Non-Critical, Deferred
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Repairs. Any funds remaining after completion of the repairs shall be treated in
accordance with Program Obligations, and pursuant to the Escrow Agreement for Non-
Critical Deferred Repairs, if applicable.

lll. FINANCIAL MANAGEMENT

9. PAYMENTS. Borrower shall make promptly alt payments due under the Note,
Security Instrument, and this Agreement.

10.RESERVE FOR REPLACEMENT. Borrower shall establish and maintain a Reserve
for Replacement account for defraying certain costs of replacing major structural
elements and mechanical equipment of the Project or for any other purpose.

a. The Reserve for Replacement shall be deposited with Lender or in a safe and
responsible depository designated by Lender in accordance with Program Obligations.
Such funds shall at all times remain under the control of Lender or Lender’s designee
and shall be held in accounts insured or guaranteed by a federal agency and in
accordance with Program Obligations.

b. Borrower shall deposit a monthly amount of $6,800.00, concurrently with the
beginning of payments towards amortization of the Note unless a different date or
amount is established by HUD. At least every ten years, starting from the date of initial
or initial/final endorsement of the Note, and more frequently at HUD’s sole discretion,
Borrower shall submit to HUD a written analysis of its use of the Reserve for
Replacement during the prior ten years and the projected use of the Reserve for
Replacement in accordance with Program Obligations. The amount of the monthly
deposit may be increased or decreased from time to time at the written direction of
HUD without a recorded amendment to this Agreement.

c. Borrower shall carry the balance in this account on the financial records as a
restricted asset. The Reserve for Replacement shall be invested in accordance with
Program Obligations, and any interest earned on the investment shall be deposited in
the Reserve for Replacement for use by the Project in accordance with this Section 10.

d. Disbursements from the Reserve for Replacement shall only be made after consent,
in writing, of HUD, in its sole discretion, or as otherwise approved by HUD pursuant to
Program Obligations. In the event of a Declaration of Default under the terms of the
Security Instrument, pursuant to which the Indebtedness has been accelerated, a
written notification by HUD to Borrower of a violation of this Agreement or at such other
times as determined solely by HUD, HUD may direct the application of the balance in
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such account to the amount due on the Indebtedness as accelerated or for such other
purposes as may be determined solely by HUD.

e. Inthe case of a transfer of the Mortgaged Property where the Project is already
subject to a Security Instrument insured or held by HUD as of the date hereof, and this
Agreement is now being executed by Borrower as of the date hereof, the Reserve for
Replacement now to be established shall be equal to the amount due to be in such
account under this Agreement, and payments hereunder shall begin with the first
payment due on the Security Instrument after acquisition, unless some other method of
establishing and maintaining the account is approved in writing by HUD.

f. Upon Borrower's full satisfaction of all HUD obligations, including but not limited to
those imposed under this Agreement, Borrower shall receive any monies remaining in
the Reserve for Replacement.

11.PROPERTY AND OPERATION; ENCUMBRANCES.

a. Borrower shall deposit all Rents and other receipts of the Project in connection with
the financing of the Project, including equity or capital contributions required under the
Firm Commitment or otherwise advanced for the purpose and as part of the Mortgaged
Property, in the name of the Project in a federally insured depository or depositories
and in accordance with Program Obligations. (Such required equity or capital
contributions shall not include certain syndication proceeds, such as proceeds from Low
Income Housing Tax Credit transactions used to repay bridge loans, all as more fully
set forth in Program Obligations.) Such funds shall be withdrawn only in accordance
with the provisions of this Agreement for Reasonable Operating Expenses of the
Project or for Distribution of Surplus Cash or as reimbursement of advances as
permitted by Sections 14 and 15 below; or for permitted deposits authorized by this
Agreement or for any other reason authorized under this Agreement. Any person or
entity receiving Mortgaged Property other than for payment of Reasonable Operating
Expenses, authorized Distributions of Surplus Cash, or for any reason authorized under
Section 34 of this Agreement, shall immediately deliver such Mortgaged Property to the
Project and failing so to do shall hold such Mortgaged Property in trust.

b. Borrower shall not engage in any business or activity, including the operation of any
other project, or incur any liability or obligation not in connection with the Project, nor
acquire an Affiliate or contract to enter into any affiliation with any party except as
otherwise approved by HUD.

c. Borrower shall satisfy or obtain a release of any mechanic’s lien, attachment,
judgment lien, or any other lien that attaches to the Mortgaged Property or any part
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thereof.

d. Penalties, including but not limited to delinquent tax penalties and civil money
penalties, shall not be paid from the Project.

e. Borrower shall promptly notify HUD of the appointment of any receiver for the
Project, the filing of a petition in bankruptcy or insolvency or for reorganization.

f. Borrower shall keep the Mortgaged Property insured at all times in accordance with
the Security Instrument and Program Obligations, and Borrower shall notify HUD of all
payments received from an insurer.

g. Borrower shall notify HUD of any action or proceeding relating to any condemnation
‘or other taking, or conveyance in lieu thereof, of all or any part of the Mortgaged
Property, whether direct or indirect condemnation.

h. Borrower shall notify HUD of any litigation proceeding filed against Borrower or the
Project, or any litigation proceeding filed by Borrower.

12.SECURITY DEPOSITS. Any funds collected as security deposits shall be kept (a)
separate and apart from all other funds of the Project; (b) in interest bearing trust
accounts, to the extent required by State or local law; and (c} in an amount which shall
at all times equal or exceed the aggregate of all outstanding obligations under said
account. Security deposit account interest shall be paid on a pro rata basis to tenants
or applied to sums due under their leases upon the termination of their tenancy in the
Project. The use of tenant security deposits for Project operations is prohibited unless
the tenant has forfeited the deposit.

13.Surplus Cash.

a. Borrower must calculate Surplus Cash as of the last day of its fiscal year.
Borrower may also, at its election, and if permitted pursuant to Program
Obligations, calculate Surplus Cash as of the last day of the sixth month
of its fiscal year. Borrower shall submit a report of its Surplus Cash
calculations to HUD with its required annual financial reports, pursuant to
Program Obligations.

b. Surplus Cash shall equal the sum of:

(i) Project cash and cash equivalents (excluding the Reserve for
Replacement account and other HUD-required reserves);

(i)  short-term investments;
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(i)  project-based Section 8 Housing Assnstance Payments earned but
not yet received by Borrower; and

(iv)  any amounts approved for withdrawal but not yet withdrawn from
the Reserve for Replacements or any other reserves or escrow
accounts;

after deducting:

(v)  all sums due or required to be paid within the calendar month
following the date as of which Surplus Cash is calculated under the
terms of the Note and Security Instrument (including without
limitation principal, interest, mortgage insurance premium deposits,
deposits to the Reserve for Replacements and other reserves as
may be required by HUD, and tax and insurance escrow deposits);

(vi)  all special funds required to be segregated by this Agreement, the
Note, the Security Instrument, or Program Obligations, including
tenant security deposits and any other amounts held in trust for
tenants; and

(vii)  all other obligations of the Project payable within the next thirty
days, unless the obligation is paid subject to available Surplus
Cash or subject funds for payment of the obligation are set aside or
HUD has approved deferment of payment.

14. DISTRIBUTIONS. Borrower shall not make or take, or receive and retain, nor
allow any Affiliate or Principal to receive or retain any Distribution of assets or any
income of any kind of the Project, except from Surplus Cash or in accordance with
Program Obligations. Distributions are governed by the following conditions:

a. No Distribution shall be made or taken from borrowed funds. Distributions shall
not be taken prior to the completion of the Project. Distributions shali not he -
taken after HUD has given Notice to Borrower of a Violation under this
Agreement or an Event of Default occurs under the Note or Security Instrument.
Distributions shall not be taken when a Project is under a forbearance
agreement.

b. No Distribution shall be made or taken when either (i) necessary services
(utilities, trash removal, security, lawn service or any other services that Borrower
is required to provide) are not being provided on a regular basis, which failure
Borrower should have known about in the exercise of due care; (ii) notices of
physical repairs or deficiencies (including, but not limited to, building code
violations) by Governmental Authorities and/or by HUD have been issued and
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remain unresolved to the satisfaction of the issuing public body; or (iii) Borrower
has been notified by HUD, Lender or a Governmental Authority that physical
repairs and/or deficiencies exist and Borrower has not corrected or cured the
identified items to HUD's satisfaction. Upon completion of the repairs, HUD may
permit a Distribution to be placed in an escrow account until a subsequent
inspection has been completed by HUD. If the Project passes a subsequent
inspection, HUD may then authorize release of the funds in the escrow account
to Borrower. HUD may also permit Distributions when there are minor or
contested local code violations on a case-by-case basis.

c. Any Distribution of any funds of the Project not permitted by this Agreement or
Program Obligations shall be returned to the appropriate Project account as
specified by HUD immediately.

d. Any Distributions shall be made or taken only as permitted by the law of the
applicable jurisdiction. Distributions, if taken, must be taken out of the
appropriate Project account as specified by HUD within the accounting period
immediately following the computation of Surplus Cash, and prior to the
Borrower’s next calculation of Surplus Cash, pursuant to Section 13 above, and
if not taken within the identified period, these funds remain as Mortgaged
Property and may only be used as permitted by this Agreement.

e. Equity or capital contributions shall not be reimbursed from Project accounts
without the prior written approval of HUD. Borrower advances for Reasonable
Operating Expenses shall not be deemed to fall under this subsection but rather
shall be treated under Section 15 below.

15. BORROWER ADVANCES.

a. “Borrower Advances” means any advance of funds or loan to the Project made
by Borrower or any Affiliate for whatever reason. Borrower Advances do not
include equity or capital contributions whether required in conjunction with the
financing of the Project or otherwise. Borrower Advances may only be repaid
from Project funds pursuant to this Section 15.

b. Any Borrower Advances must be deposited into the Project’s operating account
as required by Program Obligations. Interest may accrue on Borrower Advances
pursuant to Program Obligations and may only be paid in accordance with this

Section 15.
c. Borrower Advances may only be repaid, and interest on Borrower Advances may
only be paid:
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(i) with prior written approval from HUD, or

(i) if and to the extent that Borrower is permitted to take
Distributions, from funds allowable for Distributions, and only
at times when Distributions are permitted pursuant to Sections
13 and 14 of this Agreement.

d. Repayments of Borrower Advances, and payments of interest on Borrower
Advances, approved by HUD and made pursuant to Section 15(c)(i} shall be
considered Reasonable Operating Expenses.

e. Borrower shall require, as a condition of any agreement to repay Borrower
Advances, or to pay interest thereon, with any party making such Borrower
Advances, that such agreement shall recognize the limitations of this Section 15
and, if all of the conditions of this Section 15 are not met, shall hold the Borrower
and the Mortgaged Property harmless for failure to pay.

16.FINANCIAL ACCOUNTING. Borrower shall keep the books and accounts of the
operation of the Mortgaged Property in accordance with Program Obligations. The
books and accounts must be complete, accurate and current at all times. Posting
must be made at least monthly to the ledger accounts, and year-end adjusting
entries must be posted promptly in accordance with sound accounting principles.
Any Undocumented Expense or Distribution shall be an ineligible Project expense,
unless otherwise determined in writing by HUD. An “Undocumented Expense” is
an expense without sufficient documentation that provides reasonable identification
of the basis of the expense. Books, accounts and records shall be open and
available for inspection by HUD, after reasonable prior notice, during normal office
hours, at the Project or another mutually agreeable location.

17.BOOKS MAINTAINED BY MANAGEMENT AGENTS. The books and records of the
Project maintained by management agents and Affiliates shall be maintained in
accordance with Program Obligations and shall be open and available to inspection
by HUD, after reasonable prior notice, during normal office hours, at the Project or
another mutually agreeable location. Every agreement executed on behalf of the
Project with any management agent or Affiliate shall include the provision that the
books and records of the Project shall be properly maintained and open to
inspection during normal business hours by HUD at the Project or another mutually
agreeable location and that upon the termination of an agreement with management
agent and/or Affiliates, the books and records of the Project maintained by the
management agent and/or Affiliates shall remain with Borrower.

18. ANNUAL FINANCIAL REPORTS.
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a. Within ninety (90) days, or such period established in writing by HUD, following
the end of each fiscal year, Borrower shall prepare a financial report for the
Borrower's fiscal year, or the portion thereof that started with the Borrower’s
assumption of financial responsibility (or the portion thereof that ended with
Borrower’s permitted transfer pursuant to a HUD-approved transfer of the
Project), based on an examination of the books and records of the Borrower in
accordance with generally accepted accounting principles (GAAP) and in such
other form and substance as specified by HUD in supplemental guidance, and
provide such report to HUD in such form and substance as specified by HUD
under the Uniform Financial Reporting Standards at 24 C.F.R. 5.801 (UFRS), or
any successor regulations, and Program Obligations. ‘

b. Unless specifically waived or modified by HUD or through Government notice
(OMB Circular A-133 or any equally applicable notice), Borrower shall: (i)
engage an independent, licensed Certified Public Accountant (CPA) to audit the
Borrower’s annual financial report and to produce an audit report in accordance
with both Generally Accepted Government Auditing Standards (GAGAS) and
Generally Accepted Auditing Standards (GAAS); (ii) engage an independent,
licensed CPA to perform an agreed-upon procedure, in accordance with the
American Institute of Certified Public Accountants (AICPA) Statement on
Standards for Attestation Engagements (SSAE) Number 4, to compare the
financial data template information submitted electronically by the Borrower to
HUD against the annual financial report examined by, and the audit report
prepared by, the independent, licensed CPA; and (iii) furnish to HUD the audit
report, and any other reports relating to the annual financial report or the audit
report as required by Program Obligations, by such means and in such form and
substance as specified by HUD under UFRS, or any successor regulations, and
Program Obligations.

c. To the extent certain non-profit Borrowers' requirement to submit audited annual
financial reports may be waived or modified pursuant to OMB Circular A-133 or
any successor notice, no provisions of such notice shall be construed to relieve
Borrower of any requirements of this Section 18, except for those requirements
specifically waived or modified by such notice.

d. If Borrower fails to perform as required pursuant to this Section 18, HUD may, at
its sole election, and in a manner determined by HUD, and without affecting any
other provisions of this Agreement, and without first providing notice of violation
of this Agreement pursuant to Section 36 of this Agreement, initiate a forensic
audit of the Borrower’s books, records, and accounts in such a manner as to
provide to HUD with as much of the same information that would have been
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provided had the Borrower not failed to perform as required. Any such audit
initiated by HUD does not relieve Borrower of the requirement to submit to HUD
an annual audited financial report as required pursuant to this Agreement.

IV. PROJECT MANAGEMENT

19.PRESERVATION, MANAGEMENT AND MAINTENANCE OF THE MORTGAGED
PROPERTY. Borrower {a) shall not commit Waste, (b) shall not abandon the
Mortgaged Property, (c) shall restore or repair promptly, in a good and workmanlike
manner, any damaged part of the Mortgaged Property to the equivalent of its original
condition, or such other condition as HUD may approve in writing, whether or not
litigation or insurance proceeds or condemnation awards are available to cover any
costs of such restoration or repair, and (d) shall keep the Mortgaged Property in decent,
safe, sanitary condition and good repair, including the replacement of Personalty and
Fixtures with items of equal or better function and quality, all in accordance with
Program Obligations. By executing this Agreement, Borrower agrees and understands
that obligations (a) through (d) of this Section 19 are absolute and unconditional and are
not limited by any conditions precedent and are not contingent on HUD'’s performance of
any administrative or contractual obligations. Furthermore, HUD is in no way obligated to
provide funding or any financial assistance of any kind to Borrower to repair, rehabilitate,
maintain, or make improvements to the Mortgaged Property. The Mortgaged Property
must also be maintained in reasonable condition for proper audit and subject to
examination by HUD at the Project or another mutually agreeable location. In the event
all or any of the Improvements shall be destroyed or damaged by fire, by failure of
warranty, or other casualty, the money derived from any settlement, judgment, or
insurance on the Mortgaged Property shall be applied in accordance with the terms of the
Security Instrument. In the event all or any of the Improvements shall be taken by an
exercise of the power of eminent domain, all awards of compensation in connection with
condemnation for public use of or a taking of any of the Improvements shall be paid in
accordance with the Security Instrument.

20.FLOOD HAZARDS. Borrower shall maintain flood insurance if required by the
Security Instrument.

21.MANAGEMENT. Borrower shall provide management of the Mortgaged Property in
a manner deemed to be acceptable to HUD. At HUD's sole discretion, HUD may
require replacement of the management under any circumstances set forth in clause d.
of this Section 21 pursuant to Program Obligations, in which case Borrower shall
immediately make arrangements for providing management satisfactory to HUD.
Borrower shall execute a management agreement or other document outlining
procedures for managing or operating the Mortgaged Property. Such agreement or

Previous editions are obsolete; Regulatory Agreement HUD-92466M (06/14)
Replaces form HUD-92486 (11/02)

APP000328



Case 3:22-cv-02118-X Document 208 Filed 04/13/23 Page 335 of 360 PagelD 6193

20
document must comply with Program Obligations. Borrower and management agent (if
applicable) shall submit and maintain a current management certification in accordance
with Program Obligations. In addition to the requirements of Section 17 above, all
management agreements must contain the following provisions:

a. HUD’s rights and requirements prevail in the event of any conflict with the terms
of the management agreement.

b. The management agreement shall not be assigned without the prior written
approval of HUD.

¢. Management fees will be computed and paid in accordance with HUD
requirements.

d. HUD may require Borrower to terminate the management agreement:

(1) immediately without penalty if an Event of Default occurs under the Security
Instrument, Note, or Regulatory Agreement-;

(2) upon thirty (30) days written notice to Borrower and management agent, for
failure to comply with the provisions of the Management Certification, or for
other good cause; or

(3) immediately without penalty when HUD takes control of the Mortgaged
Property pursuant to its rights under the loan documents as mortgagee in
possession.

e. If Borrower terminates the management agreement pursuant to a request from
HUD, the management agent must immediately turn over to Borrower all of the
cash, accounts, deposits, investments, and records pertaining to the Mortgaged

Property.

f. Borrower may terminate the management agreement for cause with no more
than a thirty (30) day notice period.

g. The management agreement shall not exempt the management agent from
liabitity for damages, injuries or losses, resulting from the management agent’s
gross negligence or willful misconduct.

22.CONTRACTS FOR GOODS AND SERVICES. Consistent with Program
Obligations, Borrower shall obtain contracts for goods, materials, supplies, and services
(Goods and Services) at costs, amounts, and terms that do not exceed reasonable
and necessary levels and those customarily paid in the vicinity of the Land for Goods
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and Services received. The purchase price of Goods and Services shall be based on
quality, durability and scope of work and shall be made upon the most advantageous
terms for the Project operation. Reasonable Operating Expenses do not include
amounts paid for Improvements and/or betterments, unless approved in writing by
HUD. Borrower shall keep copies of all written contracts or other instruments that
affect the Mortgaged Property, all or any of which may be subject to inspection and
examination by HUD at the Project or another mutually agreeable location.

23.RESPONSIVENESS TO INQUIRIES. At the request of HUD, Borrower shall
promptly furnish operating budgets and occupancy, accounting and other reports
(including credit reports) and give specific answers to questions relative to income,
assets, liabilities, contracts, operation, and conditions of the Mortgaged Property and
the status of the Security Instrument.

24 TENANT ORGANIZATIONS. If the Project is subject to 24 C.F.R. 245 Subpart B or
any successor regulation covering the rights of tenants to organize, Borrower shall
comply with this Section 24. Borrower shall not (a) impede the reasonable efforts of
resident tenant organizations to represent their members or the reasonable efforts of
tenants to organize, or (b) unreasonably withhold the use of any community room or
other available space appropriate for meetings that is part of the Mortgaged Property
when requested by: (i) a resident tenant organization in connection with the
representational purposes of the organization; or (ii) tenants seeking to organize or to
consider collectively any matter pertaining to their living environment, which includes
the terms and conditions of their tenancy as well as activities related to housing and
community development. Borrower may charge for the use of the Mortgaged Property
any fees or costs approved by HUD as may normally be imposed for the use of such
facilities or may waive any such fees or costs.

V. ADMISSIONS AND OCCUPANCY

25.RESIDENTIAL UNITS AND SERVICES. If the Project is subject to regulation of rent
by HUD, Borrower shall make residential units and services of the Project available to
eligible tenants at charges not exceeding those established in accordance with a rental
schedule approved in writing by HUD.

26.LEASE TERMS FOR RESIDENTIAL UNITS. Residential units shall not be rented
for a period of less than thirty (30) days or for more than 3 years and shall not be used
for transient or hotel purposes. Rental for transient or hotel purposes shall mean: (a)
rental for a period of less than thirty (30) days or (b) any rental, if the occupants of the
residential units are provided customary hotel services such as room service for food
and beverages, maid service, furnishings or laundering of linens, and bellhop service.
Residential units in projects with Security Instruments initially endorsed for insurance
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pursuant to Section 231 of the National Housing Act, as amended, may be rented for a
period of more than 3 years.

27.COMMERCIAL (NON-RESIDENTIAL) LEASES. No portion of the Mortgaged
Property shall be leased for any commercial purpose or use without receiving HUD's
prior written approval as to terms, form and amount, except that for lease renewals or
extensions or amendments involving no change in terms or use, rent increases are
permitted without HUD approval. Borrower must deliver an executed copy of the
commercial Lease to HUD.

28.SUBLEASES. All Leases of residential units by Borrower to tenants must also
prohibit assignment of the leasehold interest by the tenant without the prior written
approval of Borrower. All Leases of residential units by Borrower to tenants must
prohibit tenants from entering into any subleases that do not run for at least thirty (30)
days and must require that all subleases be approved in advance in writing by
Borrower. Leases of residential units must prohibit the tenant from granting the right to
occupy the premises for a period of less than thirty (30) days or from furnishing hotel
services, as defined in Section 26. Assignment and subleasing of units by other than
the tenant thereof without the prior written approval of Borrower shall be prohibited in
the Lease. Upon discovery of any unapproved assignment, sublease or occupancy,
Borrower shall, to the extent permitted by law, immediately demand cancellation and/or
vacation of the premises, as appropriate, and notify HUD thereof.

29. TENANT SELECTION/OCCUPANCY.

a. If the Security Instrument is originally a HUD-held purchase money mortgage, or
is originally endorsed for insurance under any Section of the National Housing
Act, as amended, other than Section 231 units specially designed for use and
occupancy of Elderly Persons exclusively, Borrower shall not, in selecting
tenants, discriminate against any person or persons by reason of the fact that
there are children in the family, unless in accordance with the Fair Housing Act
and otherwise approved in writing by HUD.

b. If the Security Instrument is originally endorsed for insurance under Section 221,
Borrower shall, in selecting tenants, give to Displaced Persons or Families an
absolute preference or priority of occupancy that shall be accomplished as
follows: (1) For a period of sixty (60} days from the date of original offering,
unless a shorter period of time is approved in writing by HUD, all units shall be
held for such preferred applicants, after which time any remaining unrented units
may be rented to non-preferred applicants; (2) thereafter, and on a continuing
basis, such preferred applicants shall be given preference over non-preferred
applicants in their placement on a waiting list to be maintained by Borrower; and
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(3) through such further provisions agreed to in writing by the parties to this
Agreement.

c. Atleast 75% of the units in a Project insured under Section 231 shall be
designed for the use and occupancy of Elderly Persons unless prior written
approval is given by HUD for a lesser number of units.

d. All advertising or efforts to rent a project insured under Section 231 shall reflect a
bona fide effort of Borrower to obtain occupancy by Elderly Persons.

30. ADDITIONAL OCCUPANCY RESTRICTIONS AND POLICIES
NONE

31.RENTS. If the Project is subject to regulation of rent by HUD, HUD will at any time
entertain a written request for a rent increase that is properly supported by
substantiating evidence and HUD will, within a reasonable time: (a) approve a rental
schedule that is necessary to compensate for any net increase, occurring since the last
approved rental schedule, in taxes (other than income taxes) and operating and
maintenance costs over which Borrower has no effective control; or (b) deny the
increase and state the reasons for its decision.

32.CHARGES FOR SERVICES AND FACILITIES. If the Project is subject to
regulation of rent by HUD, Borrower shall only charge to and receive from any tenant
such amounts as have the prior written approval of HUD and are mutually agreed upon
between Borrower and the tenant for any facilities and/or services not included in the
HUD approved rent schedule that may be furnished by, or on behalf of, Borrower to
such tenant upon request.
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33. PROHIBITION OF CERTAIN FEES. Borrower shall not charge any Project tenant
or prospective Project tenant any fees prohibited under Program Obligations; such
prohibited fees may include an admission fee, a key fee, or similar payment pursuant to
any agreement to furnish residential units or services to persons making such
payments.

34.SECURITY DEPOSITS AND OTHER FEES. Borrower shall not require as a
condition of occupancy or leasing of any unit in the Project, any consideration or
deposit other than the prepayment of the first month’s rent plus a security deposit in an
amount not in excess of one month’s rent to guarantee the performance of the lease
terms. Borrower may charge certain application processing fees such as credit check
or criminal background fees or pet deposits.

VI. ACTIONS REQUIRING THE PRIOR WRITTEN APPROVAL OF HUD

35.ACTIONS REQUIRING THE PRIOR WRITTEN APPROVAL OF HUD. Borrower
- shall not without the prior written approval of HUD:

a. Convey, assign, transfer, pledge, hypothecate, encumber, or otherwise dispose of
the Mortgaged Property or any interest therein, or permit the conveyance,
assignment, or transfer of any interest in Borrower (if the effect of such conveyance,
assignment or transfer is the creation or elimination of a Principal) unless permitted
by Program Obligations. Borrower need not obtain the prior written approval of
HUD: (i) for a conveyance of the Mortgaged Property at a judicial or non-judicial
foreclosure sale under the Security Instrument; (ii) for inclusion of the Mortgaged
Property in a bankruptcy estate by operation of law under the United States
Bankruptcy Code; (iii) for acquisition of an interest by inheritance or by Court
decree; or (iv) for actions permitted under subsection (g) below.

b. Enter into any contract, agreement or arrangement to borrow funds or finance any
purchase or incur any liability, direct or contingent other than for Reasonable
Operating Expenses.

c. Pay out any funds of the Mortgaged Property except as provided in this Agreement
and Program Obligations.

d. Except from permissible withdrawals of Surplus Cash, pay any compensation,
including wages or salaries, or incur any obligation to do so, to any officer, director,
stockholder, trustee, beneficiary, partner, member, manager (in the case of a
Borrower formed as a Limited Liability Company or Limited Liability Corporation), or
Principal of Borrower, or to any nominee thereof.
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e. Enterinto or change any contract, agreement or arrangement for supervisory or
managerial services or Leases for operation of the Project in whole or in part except
as permitted under Program Obligations.

f. Convey, assign or transfer any right to receive the Rents of the Mortgaged Property,
except as provided in the Security Instrument.

g. Remodel, add to, subtract from, construct, reconstruct or demolish any part of the
Mortgaged Property, except as required by HUD under Section 19(c) and except
that Borrower may, without the prior written approval of HUD, dispose of obsolete or
deteriorated Fixtures or Personalty if the same are replaced with like items of the
same or greater quality or value and make minor alterations that do not impair the
security.

h. Permit the use of the Morigaged Property for any other purpose except the use for
which it was originally intended, or permit commercial use greater than that originally
approved by HUD.

i. Amend the organizational documents of Borrower in a way that materially modifies
the terms of the organization, including, but not limited to: any amendment that
activates the requirement that a HUD previous participation certification be obtained
from any additional partner or member; any amendment that would authorize any
officer, partner or member other than the officer(s), general partner(s) or the
managing member(s) of the corporation, partnership or company or pre-approved
successor officer(s), general partner(s) or managing member(s) to bind the
corporation, partnership or company for any matters concerning the Project which
requires HUD’s consent or approval; a change in the officer(s), general partner(s) or
managing member(s) or pre-approved successor officer(s), general partner(s) or
managing member(s) of the corporation, partnership or company and any proposed
changes to the HUD-required provisions included in the organizational documents.
Copies of all fully executed amendments to the organizational documents must be
provided to HUD within ten (10) days of the effective date of the amendment. If the
amendments to the organizational documents are recorded or filed, copies of the
recorded or filed documents must be provided to HUD within ten (10) days of receipt
by Borrower.

j.  Reimburse any party from Mortgaged Property for payment of expenses or costs of
the Project or for any purpose except for Reasonable Operating Expenses and in a
manner consistent with Section 15.

k. Receive any fee or payment of any kind from any managing agent, employee of the
Project or of the managing agent, or other provider of Goods or Services of the
Project, except for warranty claims from providers of Goods and Services.
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l. Initiate or acquiesce in a change in the zoning classification of the Mortgaged Property
that results in any change in permitted use that was in effect at the time of initial/final
endorsement.

m. Establish any condominium or cooperative regime with respect to the Mortgaged
Property.

n. Materially change any unit configurations or change the number of units in the
Mortgaged Property.

VIl. ENFORCEMENT

36.VIOLATION OF AGREEMENT. The occurrence of any one or more of the following
shall constitute a “Violation” under this Agreement:

a. Any failure by Borrower to comply with any of the provisions of this Agreement;

b. Any fraud or material misrepresentation or material omission by Borrower, any of its
officers, directors, trustees, general partners, members, managers or managing agent
in connection with (1) any financial statement, rent roll or other report or information
provided to HUD or (2) any request for HUD’s consent to any proposed action, including
a request for disbursement of funds from any restricted account for which HUD's prior
written approval is required; and/or

¢. The commencement of a forfeiture action or proceeding, whether civil or criminal,
which, in HUD’s reasonable judgment, could result in a forfeiture of the Mortgaged
Property or otherwise materially impair the value of the Mortgaged Property.

37.DECLARATION OF DEFAULT.

a. Upon a Violation, HUD may give written Notice, pursuant to Section 46, of the
Violation to Borrower, addressed to the addresses stated in this Agreement, or such
other addresses as may subsequently, upon appropriate written Notice to HUD, be
designated by Borrower as its legal business address. If, after receiving written Notice
of a Violation, that Violation is not corrected to the satisfaction of HUD either within
thirty (30) days after the date Notice is mailed, or within such shorter or longer time set
forth in said Notice, HUD may declare a default {Declaration of Default) under this
Agreement without further Notice. Alternatively, in order to protect the health and safety
of the tenants, HUD may declare a default at any time during the existence of a
Violation without providing prior written Notice of the Violation.
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b. Upon any Declaration of Default HUD may:

(i} 1f HUD holds the Note, declare the whole of said Indebtedness immediately due
and payable and then proceed with the foreclosure of the Security Instrument;

(i) If said Note is not held by HUD, notify the holder of the Note of such default and
require the holder to declare a default under the Note and Security Instrument,
and the holder, after receiving such Notice and demand, may declare the whole
Indebtedness due and payable and thereupon proceed with foreclosure of the
Security Instrument or assignment of the Note and Security Instrument to HUD
as provided in Program Obligations. Upon assignment of the Note and Security
Instrument to HUD, HUD may then proceed with the foreclosure of the Security
Instrument;

(iii) Collect all Rents and charges in connection with the operation of the Project and
use such collections to pay Borrower's obligations under this Agreement and
under the Note and Security Instrument and the necessary expenses of
preserving and operating the Mortgaged Property;

(iv) Take possession of the Mortgaged Property, bring any action necessary to
enforce any rights of Borrower growing out of the Mortgaged Property’s
operation, and maintain the Mortgaged Property in decent, safe, and sanitary
condition and good repair;

{(v) Apply to any court, state or federal, for specific performance of this Agreement,
for an injunction against any Violations of this Agreement, for the appointment of
a receiver to take over and operate the Project in accordance with this terms of
the Agreement, or for such other relief as may be appropriate, as the injury to
HUD arising from a default under any of the terms of this Agreement would be
irreparable and the amount of damage would be difficult to ascertain; and,

(vi) Collect reasonable attorney fees related to enforcing Borrower’s compliance with
this Agreement.

38. FORBEARANCE NO WAIVER. Any forbearance by HUD in exercising any right or
remedy under this Agreement or otherwise afforded by applicable law shall not be a
waiver of or preclude the exercise of any right or remedy.

39. MEASURE OF DAMAGES. The damage to HUD as a result of Borrower’s breach
of duties and obligations under this Agreement shall be, in the case of failure to
maintain the Mortgaged Property as required by this Agreement, the cost of the repairs

Previous editions are obsolete; Regulatory Agreement HUD-92466M (06/14)
Replaces form HUD-92466 (11/02)

APP000336



. Case 3:22-cv-02118-X Document 208 Filed 04/13/23 Page 343 of 360 PagelD 6201

28
required to return the Project to decent, safe and sanitary condition and good repair.
This contractual provision shall not abrogate or limit any other remedy or measure of
damages available to HUD under any civil, criminal or common law.

Vill. MISCELLANEOUS
40. COMPLIANCE WITH LAWS. |

a. Borrower shall comply with ali applicable: laws; ordinances; regulations;
requirements of any Governmental Authority; lawful covenants and agreements
(including the Security Instrument) recorded against the Mortgaged Property; and
Program Obligations including lead-based paint maintenance requirements of 24 C.F.R.
Part 35, subpart G, and any successor regulations; including but not limited to those of
the foregoing pertaining to:. health and safety; construction of improvements on the
Mortgaged Property,; fair housing; civil rights; zoning and land use; Leases; and
maintenance and disposition of tenant security deposits; and, with respect to all of the
foregoing, all subsequent amendments, revisions, promulgations or enactments.
Borrower shall at all times maintain records sufficient to demonstrate compliance with
the provisions of this Section 40. Borrower shall take appropriate measures to prevent,
and shall not engage in or knowingly permit, any illegal activities at the Mortgaged
Property, including those that could endanger tenants or visitors, result in damage to
the Mortgaged Property, result in forfeiture of the Mortgaged Property, or otherwise
impair the lien created by the Security Instrument or Lender's interest in the Mortgaged
Property. Borrower represents and warrants to HUD that no portion of the Mortgaged
Property has been or shall be purchased with the proceeds of any illegal activity.

b. HUD shall be entitled to invoke any remedies available by law to redress any breach
or to compel compliance by Borrower with these requirements, including any remedies
available hereunder.

41.BINDING EFFECT. This Agreement shall bind, and the benefits shall inure to,
Borrower, its heirs, legal representative, executors, administrators, successors in office
or interest, and assigns, and to HUD and HUD’s successors, so long as the Contract of
Insurance continues in effect, and during such further time as HUD shall be the Lender,
holder, coinsurer, or reinsurer of the Security Instrument, or obligated to reinsure the
Security Instrument.

42 PARAMOUNT RIGHTS AND OBLIGATIONS. Borrower warrants that it has not,
and shall not, execute any other agreement with provisions contradictory of, or in
opposition to, the provisions hereof, and that, in any event, the requirements of this
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Agreement are paramount and controlling as to the rights and obligations set forth and
supersede any other requirements in conflict therewith.

43.SEVERABILITY. The invalidity of any clause, part, or provisicn of this Agreement
shall not affect the validity of the remaining portions hereof.

44 RULES OF CONSTRUCTION. The captions and headings of the Sections of this
Regulatory Agreement are for convenience only and shall be disregarded in construing
this Regulatory Agreement. Any reference in this Regulatory Agreement to an
“Exhibit” or a “Section” shall, unless otherwise explicitly provided, be construed as
referring, respectively, to an Exhibit attached to this Regulatory Agreement or to a
Section of this Regulatory Agreement. All Exhibits attached to or referred to in this
Regulatory Agreement are incorporated by reference into this Regulatory Agreement.
Use of the singular in this Regulatory Agreement includes the plural and use of the
plural includes the singular. As used in this Regulatory Agreement, the term, “including”
means “including, but not limited t0.” In this Regulatory Agreement, where the context
may so require, feminine or masculine pronouns or adjectives shall be substituted for
those of the neuter gender, and vice versa.

45 PRESENT ASSIGNMENT. Borrower irrevocably and unconditionally assigns,
pledges, mortgages and transfers to HUD its rights to the Rents, charges, fees, carrying
charges, Project accounts, security deposits, and other revenues and receipts of
whatsoever sort that it may receive or be entitled to receive from the operation of the
Mortgaged Property, subject to the assignment of Rents in the Security Instrument.
Until a default is declared under this Agreement, a revocable license is granted to
Borrower to collect and retain such Rents, charges, fees, carrying charges, Project
accounts, security deposits, and other revenues and receipts, but upon a Declaration of
Default under this Agreement or under the Security Instrument, this revocable license is
automatically terminated.

46.NOTICE.

a. All notices, demands and other communications {(“Notice”) under or
concerning this Agreement shall be in writing. A courtesy copy of any Notice given by
Borrower or HUD shall be sent simultaneously to Lender. Each Notice shall be
addressed to the intended recipients at their respective addresses set forth below, and
shall be deemed given on the earliest to occur of (i) the date when the Notice is
received by the addressee; (i) the first or second Business Day after the Notice is
delivered to a recognized overnight courier service, with arrangements made for
payment of charges for next or second Business Day delivery, respectively; or (iii) the
third Business Day after the Notice is deposited in the United States mail with postage
prepaid, certified mail, return receipt requested. As used in this Section 46, the term
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“Business Day” means any day other than a Saturday or a Sunday, a federal holiday
or holiday in the state where the Project is located or other day on which the federal
government or the government of the state where the Project is located is not open for
business. When not specifically designated as a Business Day, the term “day” shall
refer to a calendar day.

b. Any party to this Agreement and Lender may change the address to which
Notices intended for it are to be directed by means of Notice given to the other party in
accordance with this Section 46. Each party agrees that it shall not refuse or reject
delivery of any Notice given in accordance with this Section 46, that it shall
acknowledge, in writing, the receipt of any Notice upon request by the other party and
that any Notice rejected or refused by it shall be deemed for purposes of this Section 46
to have been received by the rejecting party on the date so refused or rejected, as
conclusively established by the records of the U.S. Postal Service or the courier service.

BORROWER:
D4FR LLC
Attn: Timothy Barton
1755 Wittington Place, Suite 340
Dallas, TX 75234

HUD:
Department of Housing and Urban Development
Attn: Legal Department
801 Cherry Street, Unit #45, Suite 2500
Ft. Worth, TX 76102

LENDER:
Greystone Servicing Corporation, Inc.
Attn: General Counsel
419 Belle Air Lane
Warrenton, VA 20186

47. CONFLICTS PROVISION. Borrower shall comply with the requirements set forth
in this Agreement as well as any other agreement Borrower enters into with HUD.
However, if a conflict exists between this Agreement and any other HUD agreement
executed by Borrower, the agreement which imposes the more restrictive requirements
on Borrower shall control.

48. THIRD PARTY BENEFICIARY. Borrower agrees that it is not a third-party
beneficiary to the Contract of Insurance between HUD and Lender, as more fully set
forth in 24 C.F.R. Part 207, Subpart B.
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49. EXPLANATION OF ROLES. HUD is not providing a loan to the Borrower. HUD
operates insurance programs under the provisions of the National Housing Act. HUD,
through the Federal Housing Administration (FHA) provides insurance to private and
public lenders which it has approved as financially responsible against loss on
mortgages financing multifamily projects. The mortgage insurance is a contract
between the approved lender and HUD. These are the only two parties to the FHA
insurance contract, the approved mortgage lender and HUD. The approved lender is
the only party that is intended to benefit from the contract of mortgage insurance.

While borrowers and other program participants may incidentally benefit in some
manner from the insured mortgage financing that the approved lender provides, all
other program participants are deemed not to be third party beneficiaries of the
insurance contract. Thus, program participants have no rights and should not have any
expectations in regard to decisions made or actions taken by HUD under the mortgage
lender’s contract of mortgage insurance, including but not limited to accepting a loan as
eligible for insurance or paying a claim.

SECTION IX. NON RECOURSE
50. NONRECOURSE DEBT. The addendum (“Section 50 Addendum”) attached
hereto is incorporated herein by this reference.
ATTACHED EXHIBITS. The following Exhibits are attached to this Regulatory
Agreement:
[X]  Exhibit A Description of the Land
[X] ExhibitB Rider

[X] Section 50 Addendum
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IN WITNESS WHEREOF, the parties hereto have set their hands and seals on the
date first herein above written.

Each signatory below hereby certifies that each of their statements and representations
contained in this Agreement and all their supporting documentation thereto are true,
accurate, and complete and that each signatory has read and understands the terms of
this Agreement. This Agreement has been made, presented, and delivered for the
purpose of influencing an official action of HUD in insuring the Loan, and may be relied
upon by HUD as a true statement of the facts contained therein.

BORROWER:

D4FR LLC,
a Texas limited liability company

By: s
__—TimothyBaraf, President
STATE OF TEXAS §

§
COUNTYOF I\Mag  §

The foregoing instrument was acknowledged before me on this S day of
BAusde, 20 \F-by Timothy Barton, President of D4FR LLC, a Texas limited liability
company. '

SASKYA BEDOYA

[seal] ”': Notary Public, State of Texas
My Commission Expites
July 2%, 2018
Notary Public N
Printed Name of Notary: Lo e Rcdmym_
=
My Commission Expires: ;guh.( ﬂl ; 2 218
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HUD Project Number: 113-35682 HUD-92466M - Regutatory Agreement
Project Name: Parc at Windmill Farms Apariments HUD Signature Page

STATEOF |f¥a <

COUNTY OF Ja sy oud

Before me the underS|gned authorlty, a notary public, of the state and county
aforesaid, personally appeared . . to me
personally known and known to be the duly appomted authorized agent of the Secretary
of the United States Department of Housing and Urban Development, who executed
the foregoing instrument by virtue of the authority vested in him/her and acknowledged
to me that he/she executed it voluntarily for the purposes stated therein on behalf of the
Secretary of Housing and Urban Development this the __ & day Of_(ch,QMAM

207 .

Witness my hand and official seal or stamp.

éota’% Public %;

Print Name: [ e.5\se. EIa ne. Jolun son

My commission expires: _| (Y a/"Ja 2018

[Affix Notarial Seal]

\\\u Wi,

{\h"””& LESLIE ELAINE JOHNSON
o E Notary Public, State of Texas
2( d": My Commission Expires

I

TN March 01, 2018
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Warning

Any person who knowingly presents a false, fictitious, or fraudulent statement or
claim in a matter within the jurisdiction of the U.S. Department of Housing and Urban
Development is subject to criminal penalties, civil liability, and administrative sanctions.

NOTICE: THIS DOCUMENT MUST HAVE A LEGAL DESCRIPTION ATTACHED
AND BOTH THIS DOCUMENT AND THE SECTION 50 ADDENDUM MUST BE
EXECUTED WITH ALL FORMALITIES REQUIRED FOR RECORDING A DEED TO
REAL ESTATE (i.e., NOTARY/ACKNOWLEDGEMENT, SEAL, WITNESS OR OTHER
APPROPRIATE FORMALITIES).

HUD-92466M (Rev. 06/14) Legal Description
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EXHIBIT A
DESCRIPTION OF THE LAND

BEING AN 18.451 ACRE TRACT OF LAND SITUATED IN THE J. HEATH SURVEY,
ABSTRACT NO. 227, KAUFMAN COUNTY, TEXAS, AND BEING PART OF THAT TRACT OF
LAND CONVEYED TO LEMAN DEVELOPMENT, LTD., PER DEED RECORDED IN VOLUME
1323, PAGE 281 OF THE DEED RECORDS OF KAUFMAN COUNTY, TEXAS, AND BEING
MORE PARTICULARLY DESCRIBED AS FOLLOWS:

BEGINNING AT A 1" IRON ROD FOUND FOR CORNER IN THE NORTH RIGHT-OF-WAY
LINE OF U.S. HIGHWAY NOC. 80 (300" RIGHT-OF-WAY), SAID POINT BEING THE MOST
SOUTHERLY SOUTHWEST COMER OF THE ABOVE CITED LEMAN TRACT, SAID POINT
ALSO BEING THE SOUTHEAST CORNER OF A TRACT OF LAND CONVEYED TO
PROSPER CAPITAL MANAGEMENT, L.P., PER DEED RECORDED IN VOLUME 1994, PAGE
16 OF THE DEED RECORDS OF KAUFMAN COUNTY, TEXAS;

THENCE N. 45 DEG. 08 MIN. 31 SEC. W. ALONG THE MOST SOUTHERLY SOUTHWEST
LINE OF SAID LEMAN TRACT, AND ALONG THE NORTHEAST LINE OF SAID PROSPER
CAPITAL TRACT, A DISTANCE OF 582.59 FEET TO A 1/2" IRON ROD FOUND FOR
CORNER, SAID POINT BEING THE MOST WESTERLY SOUTHWEST CORNER OF PHASE
1A PER THE RECORDED PLAT OF WINDMILL FARMS, PHASE 1A, 1B & 1C, AS
RECORDED IN CABINET 2, PAGE 213 OF THE PLAT RECORDS OF KAUFMAN COUNTY,
TEXAS;

THENCE S. 88 DEG. 30 MIN. 09 SEC. E. ALONG THE SOUTH LINE OF SAID WINDMILL
FARMS, A DISTANCE OF 1635.57 FEET TO A 1/2" IRON ROD WITH CAP STAMPED "USA
INC PROP. COR." FOUND (HEREINAFTER CALLED 1/2" IRON ROD FOUND) FOR CORNER
AT THE MOST SOUTHERLY SOUTHEAST CORNER OF SAID WINDMILL FARMS;

THENCE N. 01 DEG. 29 MIN. 51 SEC. E ALONG THE EAST LINE OF SAID WINDMILL
FARMS, A DISTANCE OF 349.33 FEET TO A 1/2" IRON ROD FOUND FOR CORNER IN THE,
SOUTH LINE OF CONCORD DRIVE (85" RIGHT-OF-WAY);

THENCE S. 87 DEG. 47 MIN. 14 SEC. E. ALONG THE SOUTH LINE OF SAID CONCORD
DRIVE, A DISTANCE OF 335.85 FEET TO A 1/2" IRON ROD FOUND FOR CORNER AT THE
INTERSECTION OF THE SOUTH LINE OF SAID CONCORD DRIVE WITH THE WEST LINE
OF WINDMILL FARMS BOULEVARD (120" RIGHT-OF-WAY);

THENCE S. 06 DEG. 11 MIN. 24 SEC. E. ALONG THE WEST LINE OF SAID WINDMiLL
FARMS BOULEVARD, A DISTANCE OF 28.75 FEET TO A 1/2" IRON ROD FOUND FOR
CORNER AT THE BEGINNING OF A CURVE TO THE RIGHT;

THENCE IN A SOUTHERLY DIRECTION, ALONG THE WEST LINE OF SAID WINDMILL
FARMS BOULEVARD, AND ALONG SAID CURVE TO THE RIGHT HAVING A CENTRAL
ANGLE OF 23 DEG. 53 MIN. 42 SEC., A RADIUS OF 940.00 FEET, A CHORD BEARING OF

HUD-92466M (Rev. 06/14) Legal Description
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S. 05 DEG. 45 MIN. 27 SEC. W., A CHORD LENGTH OF 389.19 FEET AND AN ARC
LENGTH OF 392.02 FEET TO A 1/2" IRON ROD FOUND FOR CORNER AT THE
BEGINNING OF A REVERSE CURVE TO THE LEFT,

THENCE IN A SOUTHERLY DIRECTION, ALONG THE WEST LINE OF SAID WINDMILL
FARMS BOULEVARD, AND ALONG SAID CURVE TO THE LEFT HAVING A CENTRAL
ANGLE OF 16 DEG. 36 MIN. 42 SEC., A RADIUS OF 1,060.00 FEET, A CHORD BEARING
OF S. 09 DEG. 23 MIN. 57 SEC. W., A CHORD LENGTH OF 306.25 FEET AND AN ARC
LENGTH OF 307.32 FEET TO A 1 /2" IRON ROD FOUND FOR CORNER,;

THENCE S. 01 DEG. 05 MIN. 36 SEC. W. ALONG THE WEST LINE OF SAID WINDMILL
FARMS BOULEVARD, A DISTANCE OF 2519 FEET TO A 1" IRON ROD FOUND FOR
CORNER IN THE NORTH LINE OF SAID U.S. HIGHWAY NO. 80;

THENCE N. 88 DEG. 30 MIN. 02 SEC. W. ALONG THE NORTH LINE OF SAID HIGHWAY, A
DISTANCE OF 1480.84 FEET TO THE POINT OF BEGINNING, AND CONTAINING 18.451
ACRES OF LAND.

HUD-92466M (Rev. 06/14) Legal Description
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EXHIBITB

RIDER TO REGULATORY AGREEMENT
Borrower’s Obligation to Maintain Project’s Energy Performance as
Consideration for MIP Reduction

This Rider (“Rider”) is attached to and amends the Regulatory Agreement entered into
between D4FR LLC, a Texas limited liability company (“Borrower”) and the United
States Department of Housing and Urban Development, acting by and through the
Secretary, his or her successors, assigns or designates (*HUD"), dated as of December
1, 2017 (“Regulatory Agreement”) concerning a Project known as Parc at Windmill
Farms Apartments located at:

Windmill Farms Blvd., Forney, TX

For and in consideration of the reduction in mortgage insurance premiums and other
good and valuable consideration, the receipt and sufficiency of which is hereby
acknowledged, Borrower and HUD agree as follows:
To the extent that any provisions of the Rider conflict with any provisions of the
Regulatory Agreement, the provisions of this Rider shall prevail. Any terms in the
Regulatory Agreement not in conflict with this Rider remain in full force and effect.
Notwithstanding anything else in the Regulatory Agreement to which this Rider is
attached:

1. Definitions

The following terms shall be added to Section 1 (Definitions) of the Regulatory
Agreement
(a) Any capitalized terms not defined in this Rider shall have the meaning given

in the Regulatory Agreement.

(b) “Green Standard” means an industry recognized standard of building design,
construction, renovation and/or maintenance that results in minimized
consumption of non-renewable energy sources and optimum use of
sustainable materials, resources and methods and is acceptable to HUD.

(c) “Portfolio Manager®” means the free software tool provided by the US
Environmental Protection Agency (EPA) for the purpose of reporting and
scoring utility consumption for common types of facilities in the built
environment including multifamily properties, and any successor or amended
tool as EPA may from time to time provide.

(d) “Statement of Energy Performance (SEP)” means a particular report

produced by Portfolio Manager® available in various formats providing utility

Rider to Regulatory Agreement Borrower's Obligation to Maintain Project's
HUD-32466M (Rev. 09/16 Bernaciak) Energy Perfermance as Consideration for MIP Reduction
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consumption data for 12 month periods with stabilized operations and
comparing the energy consumption per square foot of a subject property to a
fixed sample of similar properties by means of an index score, and any
successor or amended report providing an index score for multifamily
properties.

(e) "ENERGY STAR® Score” means the 1 to 100 index score produced by
Portfolio Manager and reported on the SEP comparing the energy
performance of the subject property to a sample of other similar properties.

(f) “HUD Custom SEP” is a machine readable format of the SEP which may be
a required format for an SEP when HUD enables electronic or automated
reporting.

(9) “Qualified Energy Professional” is a person or firm qualified by education
and experience as described in the Multifamily Accelerated Processing
Guide, Chapter 5, or amended Program Obligations.

2. Borrower’s Election to Achieve a Green Standard for the Project

Borrower has elected and hereby agrees to diligently pursue and achieve a Green
Standard in accordance with HUD’s Announcement and waiver published on March 31,
2016 (81 FR 18473) and entitled “Changes in Certain Multifamily Mortgage Insurance
Premiums and Regulatory Waiver for the 542(c) Risk-Sharing Program”.

The selected Green Standard is: (choose cone, X)

X | Choose One:

Enterprise Green Communities Criteria

U.S. Green Building Council's LEED-H

U.S. Green Building Council's LEED-H Midrise

| U.S. Green Building Council's LEED-NC '

LEED for Existing Buildings: Operations & Maintenance

ENERGY STAR Certification

EarthCraft House

EarthCraft Multifamily

Earth Advantage New Homes

Greenpoint Rated New Home

Greenpoint Rated Existing Home (Whole House or Whole Building label)

X | National Green Building Standard (NGBS)

Passive Building Certification or EnerPHit Retrofits certification from the Passive House Institute
US (PHIUS), International Passive House Assaociation, or the Passive House Institute
Living Building Challenge Certification from the International Living Future Institute

Other {Specify):
Rider to Regulatory Agreement Borrower's Obligation to Maintain Project’s
HUD-92466M (Rev. 09/16 Bernaciak) Energy Performance as Consideration for MIP Reduction
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Each Green Standard establishes milestones and/or performance levels to be met and
procedures to evidence successful completion or achievement of the milestones or
levels of performance. Lender or HUD may request from time to time and Borrower
shall provide status reports of the completion or achievement of the milestones or levels
of performance. When all requirements are met the Borrower shall provide the Lender
and ensure that HUD receives evidence satisfactory to HUD of the achievement of the
selected Green Standard. When such achievement is contingent on completion of
construction, repairs or alterations, then evidence, as defined by the Green Standard,
that the completion of work is consistent with the Green Standard must be provided to
Lender and HUD within three months of the completion of work.

3. 1-100 ENERGY STAR® Score

After, and in addition to, meeting the selected Green Standard, Borrower agrees to
pursue, achieve and maintain a minimum score of 75 or better on the 1-100 ENERGY
STAR® score, using a Statement of Energy Performance from EPA's Portfolio
Manager®. Borrower agrees that each score shall be verified in writing by the
independent conclusion of a Qualified Energy Professional and promptly provided to
Lender and HUD. When achievement of the Green Standard is contingent on
completion of construction, the time when the first SEP must be delivered varies as
follows:

(a) For new construction or substantial rehabilitation projects, the required
ENERGY STAR® score shall be provided to HUD not later than 15 months
following the achievement of sustaining occupancy.

(b) For projects acquired or refinanced under Section 223(f) of the National
Housing Act with repairs and alterations, the required ENERGY STAR® score
shall be provided to HUD not later than 15 months following completion of the
repairs and alterations. ' '

4. Borrower's Obligation to Maintain Energy Performance after Initial Achievement

After meeting the requirements of Sections 2 and 3 above, evidencing the achievement
of the selected Green Standard and the first SEP, Borrower agrees fo provide to HUD
annually on the anniversary date of the first SEP, without request, evidence of the
continuing-energy performance of the property by submitting an SEP, each prepared or
verified by a Qualified Energy Professional. Borrower covenants and agrees to achieve
a score of 75 or better on each SEP. If and when HUD enables submission of
machine readable SEPs then the HUD Custom SEP shall be provided. If and when the
utility provider(s) for the Project deliver whole building utility consumption data directly

to Portfolio Manager® by means of automatic electronic data transfer protocols, then

Rider to Regulatory Agreement Borrower's Obligation to Maintain Project’s
HUD-82466M (Rev. 09/16 Bernaciak) Energy Performance as Consideration for MIP Reduction
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resulting SEP for the Project does not require verification by a Qualified Energy
Professional.

5. Projects of Less than 20 Units

For Projects of less than 20 units, the Borrower has elected and hereby agrees to
diligently pursue and achieve the Green Standard indicated above, but the Borrower is
exempt from requirements to provide an SEP and to evidence an ENERGY STAR®
Score of 75 or more.

BORROWER
D4FR LLC,

a Texas limited liability company

By: =
_~TimothgBafton, President

Rider to Regulatory Agreement Borrower's Qbligation to Maintain Project’s
HUD-92466M (Rev. 09/16 Bernaciak) Energy Performance as Consideration for MIP Reduction
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SECTION 50 ADDENDUM

The Loan is nonrecourse. Each individual/entity (each, a “Section 50 party”) as
identified below and in the “Firm Commitment” (which means the commitment for
insurance of advances or commitment for insurance upon completion issued to Lender
by HUD under which the debt evidenced by the Note is to be insured pursuant to a
Section of the Act, dated August 25, 2017, and any amendments thereto): Timothy
Barton and TLB 2012 Irrevocable Trust does not assume personal liability for payments
due under the Note and Security Instrument, or for the payments to the Reserve for
Replacements, or for matters not under its control, provided that each Section 50 Party
shall be personally liable under this Agreement only with respect to the matters
hereinafter stated; namely: (a) for funds or property of the Project coming into its hands
which, by the provisions hereof, it is not entitled to retain; (b) for authorizing the
conveyance, assignment, transfer, pledge, encumbrance, or other disposition of the
Mortgaged Property or any interest therein in violation of Section 35(a) of the
Regulatory Agreement to which this addendum is attached (“Regulatory Agreement”)
without the prior written approval of HUD; and (c) for its own acts and deeds, or acts
and deeds of others, which it has authorized in violation of the provisions of this Section
50 Addendum. The obligations of each Section 50 Party shall survive any foreclosure
proceeding, any foreclosure sale, any delivery of any deed in lieu of foreclosure, any
termination of the Regulatory Agreement, or any release of record of the Security
Instrument.

=

—_—

~Fifnothy BgBiehr™

The TLB 20]2 Irrevocable Trust dated March 16, 2012

By: Saskya Bedoya, Trustee for the TLB 2012 Irrevocable
Trust dated March 16, 2012

HUD-52466M (Rev. 06/14) Section 50 - Addendum
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ACKNOWLEDGEMENT PAGE TO SECTION 50 ADDENDUM

STATE OF TEXAS §

§
COUNTY OF M@_ §

The foregoing instrument was acknowledged before me on this S day of '
, 20 11, by Saskya Bedoya, Trustee for the TLB 2012 irrevocable Trust dated
March 16, 2012.

5"” POQ, Deanna Di Bella

g “Q My Commssion Expires
9. 2 111412021
N Ty ge€ 1D No 131350688
PAMMS N 4

Nofary Public~
Printed Name of Notary: heannm\bi‘?:el\m
My Commission Expires: l\\‘ M\la.\

STATE OF TEXAS §

§
COUNTY OF Dallas  §

The foregoing instrument was acknowledged before me on this_<S~ day of

Xouby, 201F, by Timothy Barton.

= =

SASKYA BEDOYA [seall
= Notary Public, Stote of Texas
$ My Commission Expires

July 21, 2018
Notary Puplic
Printed Name of Notary: M
My Commission Expires: Eﬂs, Al, ol
HUD-92466M {Rev. 06/14) Section 50 - Addendum
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SOUTHERN

PROPERTIES CAPITAL

1603 LBJ 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: SEC v. Timothy Barton, et al; Civil Action No. 3:22-CV-2118X (Parc at Windmill
Farms)

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 Parc at Windmill Farms, an apartment complex in Forney, Texas (“Parc at Windmill
Farms™). By letter dated October 3, 2022 (“Exercise Letter”), a copy of which is attached, Lender
exercised its right to acquire ownership of Parc at Windmill Farms.

Lender’s right arises under the (i) Amended and Restated Pledge and Security Agreement
dated December, 2017, executed by JIMJAV, LLC, to Pledgor, pledging one percent (1%) of the
membership interests in JMJD4 LLC, (ii) Amended and Restated Pledge and Security Agreement
dated December, 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 December, 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
December 2017, executed by Pledgor to Lender (“Assignment”). Copies are attached. The
Assignment secured a loan (“Mezzanine Loan”) in the amount of $8,300,000.00, evidenced by (i)
the attached Promissory Note from Pledgor to Lender and its amendments, and (ii) the attached
Letter Loan Agreement dated of even date with the Note, as amended by a First Amendment to
Letter Loan Agreement, dated October 25, 2019, and a Second Amendment to Letter Loan
Agreement dated May 31, 2012. The security interests granted under the Pledge were perfected by
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October 28, 2022

Page 2

the attached UCC-1s.

Parc at Windmill Farms is subject to a first mortgage loan (“Mortgage Loan”) in the amount
of $36,240,000.00 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 December 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 Purchase Agreement. Given the
intervening appointment of you as Receiver, we have prepared a revision to this agreement, which is
also included, together with the TPA application. Please review these and provide us with 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
Mezzanine Loan matured on November 1, 2022, 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
IMJAV, LLC
D4FR, LLC

IJMJ Development, LLC
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