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United Development Funding (UDF)

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



But First....UDF Company Response — Huh?

UDF’s statement DOES NOT refute any allegations and instead discloses the SHOCKING
REVELATION that UDF has been under investigation by the SEC since April 2014.

While the Company attempts to down play the seriousness of the investigation, we note that
Enron, Madoff, and Stanford all started as non-public SEC fact-finding investigations

United Development Funding Il and United Development Funding IV Provide a Response to Market Rumors

=
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UDE Iy



Now How it Works...Disclosure About Not Lending to Affiliates

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

= Unlike UDF Ilf or UDF IV, UDF V will not directly loan money to affiliates nor will it acquire participation
interests in related party / affiliate originated loans, according to its prospectus.

United Development Funding Income Fund V°

TUDF V s a newl orgawzed Marvland rea estate i estment trust that mrends to qualifs as a REIT under federal tax law.
We were formed to generate rurrent wrerest income by investng m secured loans and preduc me profits from mvestments in
resadential real estate

We will derive a significant portion of our mcome by originating, purchasing and holding for mvesunent secured loans for the
acquusition and or development of parcels of real property o swgle-fanulv residential lots. We alse will make direct mvestments
1 land for development iaro single-famuly lots,

We also will provide credit enhancenents to real estate developers. land bankers and other real estate mvestors. Such credit
enhancemenrs niay take the form of a loan guaranree. the pledie of assets. a letter of credit or an mter-credior agreement
provided by us to a third-party lender for the benefit of a borrower and is mtended to enhauce the credinvortuness of the
borrower. thereby atfordmy the borrower credit at ternis it would othenvise be wiable to obtam F PATIL Ale 10 ARy
investments with ow advisor ennies or aay of their affiliates. nc ludiag anv prior program sponsored by atlibates of CDFH.

We will nut make loans to, or puiicipale in ceal esiate tnvesuments with, of provide credit enhancements for aur affilzates or
affiliales of our co-sponsors, trar adv isor eneitics or our assel manager, including ather United Development Fending funds.,

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

* While UDF V, technically, has not lent to an affiliated program, it indirectly and effectively has by lending to an
entity that previously received had a 2™ lien loan from an affiliate (UDF {ll); this entity used the loan from UDF
V to repay the loan issued 8 years ago by UDF lii.



Shahan Prairie — A Centurion American Development
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UDF Il originally loaned to Shahan Prairie LP (“Shahan Prairie”), an entity V" |
controlled by Mehrdad Moayedi doing business as Centurion American D@llh_s

(Moayedi and Centurion American are collectively “Centurion”), as a
junior lender in 2004; UDF lll entered the picture in 2007, extending and
increasing its loan through the financial / housing crisis (the latest
increase coming in 2014); UDF V is the latest to enter the picture, issuing
a $18.1 million subordinate development loan on lune 9, 2015

Source: hitp://centurionamerican.com/commumty/shahan-prairie/



A Real Development and Direct Competitor — Wildridge

The land adjacent to Centurion’s Shahan Prairie Estates is
owned through a partnership between Crescent
Communities (North Carolina-based) and Taylor Duncan
Interests (Dallas-based); construction is currently
underway for the 385-acre, master-planned community of
~1,200 single family homes called Wildridge.

The primary piece of land (250 acres) was acquired in
2012, with additional acreage acquired later; there was a
groundbreaking ceremony on July 9, 2014, and the first
finished lots were delivered in Summer/Fall 2015 (note
during site visit in August 2015, there were roads in place
and model homes were being built).

Centurion has owned the adjacent land, via Shahan
Prairie, for over 10 years and there is no sign of
development activity.

Shahan
Prairie
Estates

Groundbreaking ceremony for Wildridge to be
held July 9 [ 2014 ]
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Shahan Prairie — A Centurion American Development

This is the land that has served as collateral for multiple UDF loans issued by various UDF entities; these pictures of
the land acquired by Centurion in 2004 were taken in November 2015.

If you were a developer borrowing at interest rates of 13%, wouldn’t you be developing real estate as fast as possible?




Summary of Shahan Prairie Loan Timeline

This timeline was pieced together by reviewing Denton County, Texas deed records (supporting records provided in appendix)

Shahan Prairie

September 6t

2007

LP Loan
Progression

UDF | loans
$1.55mm to Shahan
Prairie (SP}; this
loanis junior to a
$1.15mm seller’s
note

UDF | lien is released,
acknowledging full
repayment of loan

Sovereign Bank issues
$1.65mm loan to SP; loan
given in part as extension

and renewal of seller's note

First National Bank issues
loan in original principal
amount of $3.2 million. Deed
referenced no prior lien. This
loaniis later assigned to Plains

Capital Bank

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

February May September .
2014 2008 20* 2007
R Trez Capital
$18.1 million oo s‘; o UDF I assigns
development SI: esl § . UDF lIt $15mm loan to
loan which is m;';)_nPI:::; ° UDF Il UDF It increases loan CTMGT & 12
i ; i i Kk subsidiaries, .
subord.mate to Trez Capital Bank increases loan increases loan .fr.om $1.9 ) ul . iarie: UDF Illissues $1.9
Capital; UDF V lien is released from $3.4 from $2.5 million to $2.5 including 5P, to million loan to SP
proceeds used to 1 month later: million to $4.8 million to $3.4 million on Textron; UDF |
repay UDF Il as this '"UDF e er million million September 20, defaulted on
was a backdoor bordi :S . 2009 Textronloan in
subordinate to
i i June 2009
refinancing of Trez Capital

a UDF Ill loan

Financiat / Housing 'Crisis




UDF V Enters the Picture — June 2015

On June 9, 2015, UDF V entered into a
loan agreement with Shahan Prairie, LP to
provide a $18.1 million subordinate
development loan on the same piece of
property that previously served as the
collateral for prior loans issued by both
UDF | and UDF lII, the same “102 acres of
land in Oak Point, Denton County, Texas".

Trez Capital’s loan remains senior to
UDF V’s “land development loan”.

Source: UDF V 8 K hhia. ifiuw e st in

Itews 1 01 Entry into 9 Matrsial Defigitisr Agreement
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Sou:ce. Denton County Records



Borrower's Statement Confirms UDF V Funds Repay UDF Il

. , )
This borrower_ s statement confirms BORROWER'S STATEMENT
that the loan issued by UDF V to Oue: Juna 9, 2015 GFNe: 10297hVCIA
Shahan Pfal"e LP was USEd to paVOff a Loan Prom: U’n‘!ved Development Funding lacame Find Vv To: Sha'wn Pracx L P.

H 1301 Mustcipal Wy, Suwstz 290 B0 Valley View Ste o 100
previous loan from UDF Il e D Ve Ve e

) Propety: 1014385 m Aarc m e EA. Shnxan Sevey 0 1200 & ¢ (208 1€ | awson Cuk Scovey 3311, S&F Sabao Lzkeview
UDF V’s external manager also Oul Py,

received an origination fee P
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UDF V Update from September 2015

When the loan was issued on June 9, 2015, only $2.3 million was funded. As of September 8, 2015, $4.9 million
had been funded, an incremental $2.6 million. As of a November 1, 2015 site visit, there still was no apparent
development activity.

Shahan Prairie, L. P.

On June 9. 2015, we entered e a loan agreement to provide a $18 892.000 subordinate {and developiaent loan (the Shahan
Prairie Loan' to Shaban Prairie. L P an wnaffiliated single-purpose entity (Shahan Prarie). The Shahan Prairie Loan 15 evidenced
and secured by a subordinate lien deed of trust to be recorded agasast approxamately 102 acres of {and m Oak Pomt. Denton
Countv. Texas. a pronussery note assigumients of builder lot sale conrracts. assignments of developer reimbursements. and other
loan documents. The Shahan Praine Loan is subordmate to a $ 335.000 sentor acqussition loars whach Shahan Prairie stends to
refinance with a new semor developmenyr loan grovided by a regional bank or other sensor lender. We wrenc to subordinate our
lien to the new semior development loan The proceeds of the Shahan Prawsie Loan will be used to refinance the land. to pav
closwg costs. to develop the land wto single fanuly residential lots for sale to homebuwlders. and to pav seiwesr debr service and
other project costs The amnual interest rate under the Shahan Prairie Loan 1s the lower of 132q or the hughest rate allowed by law.
The Shahan Prasrie Loan matures aud becomes due and pavable m full cu June 9. 2018. Durig the Shahan Prairie Loan term.
Shalan Prawrie 15 required to first pav off the sewor toan i full and then pay down the Shahan Prairie Loan be paviag over to ug
all net proceeds of lot sales and developer remmbursements. Pavments on the Shahan Prasrie Loan will be generall applied first to
accrved wterest. and then to praacipal. The loan documents contam represemtations. svarranties. covedants. and provisions for
events of default that are typical for loans of thus nature. We recerved an ongmation fee equal to $180.520 at the closmg of the
Shahaa Prairie Loan. As of September 8. 2015, we had funded $3.853.230 under the Shahan Prasrie Loan.

Source: UDF V 424B3 hitgffwivwe sor qov/Archives fedgas/data,/1 581 31046007 164204 1565843 1A 20T 3 _d2db3.htm




Providing Liquidity to Affiliates — In Summary

* UDF IIl, UDF IV and UDF V’s largest borrower, Centurion, was issued a 2" lien loan (via Shahan Prairie) by UDF | in
2004 to acquire raw land.

®* The same borrower, Centurion, and same entity, Shahan Prairie, received a loan from UDF Il in 2007; this loan
was modified, extended and increased at least 3 times over the next 7 years, with UDF |lI’s lien on the land
tripling over the period.

= The same borrower, Centurion, and entity, Shahan Prairie, received a loan from UDF V in 2015.

® Proceeds from the UDF V loan were partially used to repay UDF IlI; the collateral is still raw, undeveloped land 11
years after the initial acquisition.

® UDFV specifically states that it will not lend to affiliates or participate in loans issued by its affiliates.

= UDF V has done explicitly what it said it would not do; it has just done it in a very opaque way at the asset level
rather than directly buying loans from its affiliates, a practice which its predecessors actively engaged.

* Half of UDF V’s loans to date have been issued to UDF Il and UDF IV’s largest borrower, Centurion, and specifically
to entities that previously (and at the time of issuance) had loans outstanding due to UDF Ill and UDF IV.

* The Company does not disclose this, because it appears to be engaging in activities that it claimed it would not
and because it appears UDF V is the latest mechanism by which liquidity is being provided to affiliates, UDF Il &
UDF IV.

= Many other examples just like Shahan Prairie exist within the UDF structure (UDF Ill, UDF IV and UDF V); this case
study was chosen as an illustrative example to highlight how capital from later UDF vintages (and new investors) is
used to provide liquidity to older UDF vintages (and older investors).



APPENDIX |

Deed History Sourced from
Denton County Land Records

http://216.60.44.147/TX/Denton/D/Default.aspx



http://Z16.60.44.147/TX/Denton/D/Default.aspx

UDF | Loan Issued to Shahan Prairie — 2004

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

The land that was acquired was
102.324 acres in Oak Point, Texas
which is located in Denton County.

SPECIAL WARRANTY DEED

Date: August 27, 204
Gruntor: Frederick E. Olden
Granlor's Mailing Address:

30 Ashton Count
Dallas. Texas 75230

Granlee: Shahun Prairie, L.P.. a Texas limited panership
Grantee's Mailing Address:

Shahan Prairic. L.P
1901 Airport Freeway. Suite 200
Bedford. Texas 7602 |

Considcration: Cash and olier goud und v aluable consideration to the undersigned paid by the
Girantee herein riamed. the receipt ot which is hereby acknowledged and the lurther consideration of
the execution and delivers of a first lien purchase money promissory r:ote in the original amouot of
$1.130,000.00 payable ta the Grantor and being sceured by @ vendor’s licn herein and lurther sccured
by 4 Deed of Trust of even date 1o Pavid B Baxter. Trustee and in consideration of the execution
and delivery of a second lien purchase money promissory note in the original amount of §

L, ‘°'0<T°£0ﬁa payable to United Development Funding, LP., a Nevada Limited
partnership and being secured by a subordinale vendor’s lien herein and further secured by a second
licn Deed of Trust of even date to Hollis Greenlaw, Trustee.

Property (including any improvements): Being a 102,324 acre trat of land situated in the E.A

Shahan Survey, Absiract No. 1204: k2 A.Shahan. Abstract No. 1205 and the Lawson Clark Survey,
Abstract 31 1. Denton Countv. Texas and being mare nanicularly decerihed hyv meties and hanade an

Source: Denton County Records



UDF | Loan to Shahan Prairie Assigned to Textron — 2008

ASSIGNMFNT OF
LH OF

On May 1t 2008, UDF issued a
secured promissory note in the

WCANRT L)

Lor and in consideralion of the sum of one dollar (31 G and oiher good and valuable

amount of $15 million to CTMGT comshdurazion, e wesimt oF which W hereny sebanwtedged, LNITER DEVEIOPAENT

e . FUNDING, LP . 1 Biclaware mitc eattnendiip ¢ Assignor™), whoae mailing eddress v $812

and 12 CTMGT subsidiaries, Cinds [.one, Suite 200, Hedlo:d. Toxms TMI21L afoon honchy, thenugin its doly appanied ang

. . . uithonzed officers, harpain, >l g, gmnl, convey, mamsilee, st aver aml assign, WITNONE

including Shahan Prairie, LP RIECOURSL . (o TEXTRON FINANCIAT CORPORATION. its tuccgssors and nssighe, il of
Assignor’s rights, title and interest in, to and under the lollowing instrumenis and documens:

th . i) that ¢erisin Sccured Prontixsory Note. dated cffective as of Moy 1, 2008, ¢xecuted

On May 7' 2008, this loan was by CTMGE 14C. 2 Tevas limited Liahily sompune (“UBorower™), and $hahaa

: . : Paaitic. L% a Teess nmiml partacishyy O Woudland Spongs, Lid., a Teaas

assngned to Textron Financial limitey partneritnp. One Praieis Meadaws, Lid. 3 Texac limited parineeship, 28°

Corporation. Wanahchic, T 1. & Texas lwnacé pranership, WS, Mineral Holdings, LIC. o

Texas limited liobility emupany. Stiate- 114, E.2%. 4 Texas limited padinershiy 264
CW Springs. L P, 2 lexas miled panaesship, Votenoin on the 1ake, 1P o
Texas Liawd parinership "Videediah One SR, 1P, a Texas limited

On June 14t 2009, UDF defaulted psnoersiup, Twu MR, P, a Texar houwd pattnentip, € IMGT Sanger, LLEL 3
R Tenan funitest lichilily comnpitiv, and CIMGT Cappel LLE o Foass fimited
on its loan to Textron. bl catppany (b “Sulnidiages™ and in Easor of Assigner in dhe miginal

peincipe) amownt of Ciftoen Millian wind o100 Dollasx 1545000000 i)y Gl
Nole™).  The senticong indeMedross of Yalenciu to Anegaor Tormerly

Souite* Denton County Records

Ihe UMT Loan 1s subordinate 0 UDF Senior Debt. which includes a line ot credit provided by Textion Financal
Corporitson 1n the amount of $30 (00,10, and all other indebiedness of UDF (o any national or siafe chadered banking
assoctation o othet insttutional lender that s approved by UMT i watmg O June 14, 2009, (he Textron loan agreement
matured and became due and payable wn full  [he loan 1s 0 detault and as ol December 31, 2009 the outstanding balance
owing (0 Textron under the Textron Joan agreement was approximately $26.242 000, Effectne August 13, 2009, Textron and
LIDF entered tnta a Forhearance Apreement pursuant 1o which Textron agreed to forbear 1n exercising its nghis and remedies
under (neir loan agreement until November 13, 2009, Pursuant (o a second amendment (o the Forbearaace Agreement, eftective
March 1, 2010, the lorbearance peaod has been extended to June 30, 2010; provided, that the torbearance period will end
earher 1f UDF othenwise detdults under the Forbearance Agreement Management understands that UDF intends to continue to
make pavments on the Textron loan and does not helieve thad the iepayment ot he Textron debt will have a matena) adverse
effect on LIDF 111's parucipation in the Company’s subord inate Iine of ctedit ta LIDF

Source: United Mortgoge Trust 10-K (12,31 09)



UDF 11l Deed of Trust

On September 20" 2007, UDF Il issued a
secured promissory note in the amount of
$1.9 million to Shahan Prairie, LP.

On September 20 2009, this loan was
increased to $2.5 million.

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

On April 1, 2012, UDF Ill’s loan to
Shahan Prairie was further increased
from 5$2.5 million to $3.37 million.

BXRIRIT “A™

ACTAIR ACKKF TK

7L Of 1 ARY AATEN 1 PIE Roa, STIAAR
BN, ADTTRACT Ny 12 v FHAHAN SULLEY, AMSTRACT §on 1208, AN
THE LAWION CLARK SURVLEY, AUSTRACT MU HL, DENION COUNTY, 11XAS,
AND BUISCG PART OF A CALLED $02314 ACIRE 1RACT 0F LAND, COMVEYRD T30
SIAIEAN PEAIRIT, L0 BY DELD RECORDEDR DN INSTRUMENY 16125455 HBAL
PROTENTY RUCORLS, DENTON COUNTY, TEXAS, AND BLING OLL OF A 47487
ACRE TRACT OF LAND KNOWN AS SHANAN LAKEVIEW ADDL(TON, POSAR |,
AN ADDHTON TO TAE CITY OF UAL POINT, 45 RECHRDED IN CARINGT X,
PAGE 542, P1 AT RKCORDS, DENTON CO . TEXAS. SATh 104 ACTUL
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UDF Ill Deed of Trust — Further Increased 2014

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

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

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

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

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

On December 5, 2014, PlainsCapital Bank released
a lien with an original principal amount of $3.2
million (theoretically refinanced by Trez Capital).

TH:S SUHORINS ATION MGRPEREMT (e “L00g arsl 5 0 1 5 b cikataxe
55 hue 30 dag Serden qn, 200 Ya ued e 5 TRIZ O AMTAL TuNinde i) Lid s
Deawuy timtad LEC B worspsey. o Adtzizha e Seel Re RLZ OACTi AL (XD
L()Rl’('R,\l HOML e s o VALY te s Lsenar atd a5sipm aie
Db SR OPMENT FUNLING 14, 1

s Lauds oand SHANSN

«}‘».xn\«

PRARIE N

<“/( RJAI Ll
T CY. VITH

M 29 %
MORFE £

PO

Source: Denton County Records

LUR T

w i4 20590 feid.

Tenad
ficreby

supeasagre in iy Sust and Trste's aigaa, ornver o
ANl 1E st iesads 4nd agtgns 0 wuruid aul Bgos T deens e i

el lie of
1 00 de s of Llu bt

ot Baitish Colurehis £ Ikr
Soect, Swite 500, Varsois e
and suumled ;s

DEFP OFTRUST
VLTI SECIHUTY AGREXMENT

uairgss a1 FRL Y
:'sunm

Vit ) aae, Sate 3t
i, teas groarsch, bargaine,
o and mnn.-y m\'u Colntes: \crr.o-x.

pﬂ‘\'pm aldce ol Misness 2 I 85 Wesi Gueorpia
2O VO 35S Wb ond stpuiar e piasernty Icrcanafiee $ooitest
Bentas County, teans

herzie and

() T certen tand cthe “Lad™ dedeihe o L hifie “A” ﬂt:d-v
b irectiicaliy

B bergin, soblett W, bowever, these,
s Dircty aGat

xi ok

£} AN s om a2 sa w6 Berealer Josered on the Lane wall of the Dotegoig

being e dveiy ¥lernst wose the Masigaasy) Lot ™y

le e v @ hod dive Momagwl Pepery ot TRice, axd Teisics™s
zanlor does booedy bind il b

5 e Megiged

Propeaty, wr ony par dersat amo Tasier 534 1 Rotad’s acaezion md aesigos. ogsist 2l
£ ORI WGBTS YT ClAIRURG OF e SEE M D fapne 62 o 0t theteo).

1.

cthag o Sroaey! T cspaeimng is mak q e MMTVD 10 3T px::r::v: 23d
ce ol thrpaor's AN cye
oot ery Nove ol cven Jake
o S2.5350K0 ceentsd by Gezntar and rcay:vbla ta the order of Uct hl l‘ma!l}
rag un the Uhintngy [ars™ xorilel Mwecen tuadias Caltaly i sovngr reccfora'e

PRI 12 the fermtn o the Nule of v Ided &) ingy; (P o Eeod of Trost taal;
Secwny Ajyreememi i “Raal of. Ting™k aid i} ide havazanmeital Lisbibtics
Ageiment. oF ovea e Sezawith Melweo Grmen ard Spent. el Lok tiny
draneats Sudensing secunun vr reldded i an Juanl fo dlie b evaderaan] Nawe
ivelve the Ueaan. DinursmitTiadent  wilh sl remewas.  deipaiichl
ABEE, Imdifiititne and oz nvatemetts of wxk Obligauory 1% loap
evidernes Uy the Nete unt socaed by Vs Pevd of Tt is relerned o havin as g




UDF V Enters the Picture — June 2015

On June 9, 2015, UDF V entered into a
loan agreement with Shahan Prairie, LP
to provide a $18.1 million subordinate
development loan on the same piece of
property, “102 acres of land in Oak
Point, Denton County, Texas”.

Trez Capital’s loan remains senior to
UDF V’s “land development loan”.
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UDF Il Releases Lien — June 2015

UDF lll released its lien on the Shahan
Prairie land on the same date that
UDF V issued a loan to Shahan Prairie,
June 9, 2015.
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